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When you turn to IBM to solve a problem, we do more than put 
the right products together. 
We put the right people together. 





It’s the partnership between your people and ours that's at the 
heart of a successful information system, whether you do business 
around the world or within your own city. 

We invest heavily each year in education for our employees and 
customers. We've developed special programmes that combine the best 
minds of our business with the best minds of vours. 

IBM people, trained at our regional education centre, will work 
closely with you and your managers to plan a comprehensive 
information system tailored to help you attain your business goals. 

This doesn't mean selling you a piece of hardware here and a 
piece of software there. It means sitting down with you and learning 
your business; demonstrating the financial return of our proposals. 

So, no matter what size your business is, call IBM. Because the 
best solutions come by bringing together quality technology with 


quality people. 


We're in the results business 
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y Rolex is more than just a watch, 


it makes me feel dressed” 


In everything that she does, 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with perfection. She 
delights in Strauss and Mozart 
“because the women in their 
operas are contradictory; warm 
and cool at the same time” 
Two of her favourite roles, for 
example, are the sad young 
Countess in ‘Le Nozze de Figaro 
and the frenzied, passionate 
Donna Elvirain‘Don Giovanni. 


When she decided to sing 
the Feldmarschallin in ‘Der 
Rosenkavalier, Kiri said it was 
"because the character appeals 
to me. She has understanding 
and maturity and when she 
lets her lover go, you feel it's 
not completely the end of the 
world for her. I'm sure I will 
have to sing the Marschallin 
100 times before | fully under- 
stand the depth of the character: 

Her famous voice (“Perfect” 
said Sir Colin Davis of the 





Royal Opera House, Covent 
Garden), is in such worldwide 
demand that she is booked up 
lor years to come. Will her voice 
stand the strain? Kiri says, 
"What you have to remember 
is to give quality, not quantity. 
For many years, Rolex ha 
shared that same obsession. 
"My Rolex,” says Kiri, "is more 
than just a watch, it also makes 
me feel dressed. It W 
has been a friend ROLEX 


for a long time. 
of Geneva 
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EUR WORLD POLITICS AND CURRENT AFFAIRS 
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esh Recruits for Japan's scandal | 

dia sketches out a Raj of its own 

nhalese insurrection in Sri Lanka 

od and grubby polls in Pakistan 

time in South Korea 

Jauses On its way out of Afghanistan 

nd Douglas nearer their Kiwi showdown 
28 China's reforms: Under pressure, out of steam 








| AMERIC AN SURVEY 


31 The election of President Bush 

34 Gains and losses in the Senate 

35 Incumbents hang on in the House 

35 Small change among governors 

36 A host of propositions, uninfluenced by money 


INTERNATIONAL 
41 Jordan and the Palestinians - 
42 The Palestinians and Israel 
42 Israel and Judaism 
43 Algeria votes for reform 
46 Canada: The Liberal surge continues 
46 Venezuela: What coup? 
— 00 46 The return of Africanism 
* — , 48 Tiny Rowland’s Africa 


EUROPE 
51 The two Europes in German eyes. 
52 German smugness about 1992 
52 So far, so good fot France’s Rocard 
53 Charles Haughey, complete Irish libera? 
53 All about Oscar Wilde 
54 Swedes can't DIY in defence 
54 Scandalised Swiss 
-54 What really happened in Kosovo 
. 56 Europe's silly parliament 
56. Austrians read more about it 


_ BRITAIN 

65 How to privatise British Coal 

66 Reshaping broadcasting 

67 Industrialists worry about predators - 
67 Which charities do best 

68 Ideas for tax reform 


68 Student loans ^. 
69 Making money from food. 
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BUSINESS THIS WEEK 


BUSINESS 

Trade in ideas 

An ideas lexicon 

Copper shines again 

Economics focus: Strategic trade policy 
Foreign companies in Japan: Filofax 
Daimler-Benz takes flight 

Peru's black property ~ 

What businessmen make of MBAs 
Beecham's Robert Bauman. 


SCHOOLS BRIEF 
America’s shrinking middle 


FINANCE |. 
South Africa's looming debt crisis. 
Novel debt techniques for Mexico: 
Market focus: America's bond mountain 


America’s taxman wants to tax the world 


From Chicago's pits to the pen 

Why British EsOPs will boom in 1989 

Hard times for Britain's small-client brokers 
Analysing stockmarket analysts. 


SCIENCE AND TECHNOLOGY | 


' Ten years after the first science section, our first 


decennial quiz 


ECONOMIC AND FINANCIAL INDICATORS 
Output, jobs, prices, commodities, bourses, in- 
terest rates, trade and currencies, plus a close: 
look at earnings and share prices ` 


BOORS AND ARTS 

The losing of Vietnam 

Politics and fraternity 

Who counts in Jordan 

Henry James: A writer's conspiracy 
Shakespeare’s histories now 

How cinema treats jazz 

Austria’s unwanted play. 


LETTERS 
Letters on OPEC, South Afr, Namibia, Oxford, 
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|| New Recruits to that swelli 
| scandal, page 21. | 


| One for the Gurkha 
| When Britain can't use th 
the UN can, page 14. 





| Bond mountain 
America's Treasury-bon ] 
ers look forward to an ec 
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winner in Japan, page 76. 


Schools briefs 
A new series on national — 
economies starts with Ame 
pages 86-87. . 






















argue that the dissolution of 
> could well lead to higher— 
lower—-oil prices over the 
xt few years. Your point is 
at once former members are 
longer cheating on (non-exis- 
it) quotas, big exporters such 
Saudi Arabia, Kuwait and the 
: would ' 





ind for oil”, moving prices 
k towards what many oil 
ers regard as the "equilib- 
of $15 a barrel." 

zcinative—but unconvinc- 
With the real rate of return 
non-oil assets at (say) 496 a 
and assuming an initial 
of $12 a barrel, oil prices 
ld, over the next 50 years, 


38 dollars) to make such re- 
traint worthwhile. Why should 
he Kuwaitis or the Saudis bet 
n that? Consider the possibility 
t technological advances that 
would provide the world with oil 
or ethanol from coal, shale, tar 
sands or sorghum at (say) $50 a 
barrel. These might be com- 
ined with reductions in the 
vorld’s demand for oil because 
increased supplies of non-oil 
gy and further improve- 
vents in energy efficiency stem- 
ing from such developments as 
> warm superconductor. 

You argue that the root cause 
je recent production in ex- 
of quotas is that cartel mem- 
feel chat they "were getting 
n quota deal" On the 
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lk “OPEC and the advan-. 
of suicide" (October 15th), 


'set production to 
sure steady, long-term de- 


' to rise to $85 a barrel (in 


rre COUPON 
2n Economist peas Limited 


contrary: the root cause is that 
short-run marginal costs are well 
below perceived short-run mar- 
ginal revenues for the individual 
cartel producers. Cartel mem- 
bers have produced well above 
their quotas, But their combined 
output would probably be 
greater still if all such arrange- 
ments were dissolved. 

Arlington, 

Virginia HENRY GOLDSTEIN 
Sener eT ERE ene OE 


South Africa 


Sir—-You assert (October 22nd) 
that the main problem facing 
South Africa concerns black de- 
mands for a transfer of power. 


Having spent the past four years 


in South Africa, | met many 


- blacks and found that they, like 





many others, place increased 
opportunities and living stan- 


dards well above increased 
representation on their list of 
priorities. This is why, for exam- 
ple, an austerity programme in 
Zambia brings unrest from a 
population that is not overly 
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cin December and the first week in January) by The Economist News 
itoT imos nters Sdn, Bhd, Times Jurong, 2 Jurong ngapore 


oligarchy that has ruled the 
country for so long. In Zambia's 
case, however, the world re- 
sponds with aid and not 
sanctions. 


It is to be hoped that South 


Africa evolves into something 


better than the regimes of its 


black African critics. But before 
democracy can be broadened, it 
is first necessary to identify the 
black leaders with whom to ne- 
gotiate. In this respect, as west- 
ern leaders are keen to point out, 
some sort of democratic process 
is necessary. 

The municipal elections seem 
to be such a process, providing 
an - opportunity to separate 
elected leaders from self-ap- 
pointed ones. but the African 
National Congress seems to fa- 
vour the latter above the former. 
Its supporters have launched a 
terrorist campaign ranging from 
intimidation to bombings, pre- 
sumably to ensure that in the f 
nal analysis the only "credible" 
leaders are ones that meet its cri- 
teria rather than those of the 
electorate. 

Harlow, 
Middlesex A. WiLLIS 


Namibia 


SiR— You wrongly criticise (Oc- 
tober Ist) the effects of South 
Africa's presence in Namibia. 
Namibia’s GNP per capita of 
$1,540 in 1985 placed it among 
the top six countries in África. It 
is one of the few African coun- 
tries that regularly enjoys a sur- 
plus on its current account. The 
literacy rate of Namibians is at 
least 68% of the total popula- 
tion, or better than most other 
African states. So much for Na- 
mibia being “in an African 
slough" as a consequence of 
"foreign rule". 

South Africa's mandate for 
Namibia derives from the 


League of Nations in 1919. 


There is no consensus that the 
United Nations succeeded to the 
supervisory powers of the 
League in relation to the man- 
date. South Africa has neverthe- 
less accepted United Nations Se- 
curity Council Resolution 
78/435 as a basis for the self- 
determination of the Namibian 
people and is totally committed 
to its implementation. 


ROGER BALLARD-TREMEER 


Counsellor 
London South African EIDDASY 


Port Road, Si 


Representative C Office, 2 Jurong Port Road, Si 


concerned with the one-party 



















































SaN a organisation ("Your 


alma mater needs you", *, October 
29th) dependent upon money 
for its survival, operating with a 
deficit of £47m a year, having a 
demand for its services far in ex- 
cess of those currently supplied 


and operating on less than half 


time (three terms of eight weeks) 
has surely got it within its grasp 
to generate substantially more 
income just by bringing the sup- 

ply of services nearer to the de- 
mand for them. - 





St Clement, 
Jersey R.M. BALE 
London Business School 


 Sig— You report (“Nought our . 


of ten for the iss", Octobe: 
22nd) the views on the London 
Business School (LBs) of Mr Tom 
Glynn Jones, a management 
consultant. Mr Glynn Jones 
thinks, it is said, that LBs is “too 
research oriented, has largely ig- 
nored 1992, is neither European 
nor international, and has no 
well of new issues, new ideas". 
Yet in the same issue you devote : 
two pages to an account of the | 
unexpected conclusions of an : 
LBS study of the European do- | 
mestic-appliance industry in the - 
context of 1992. 

It is good that The Economist is 
better acquainted than Mr 
Glynn Jones with the reality of 
LBS, but surprising that you then 
give space to his ill-informed 


opinions. 
J.A: Kay 
Research Dear 
Londot 
London Business Schooi 
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|... . PUBLICATIONS 
Special Report No. 1154 
MBA: THE BEST 
BUSINESS TOOL? 
Are MBAs valuable or overpaid, academic, job 
hoppers? Designed to help managers 
determine the bottom-line value of employing 
them, this report assesses what MBAs can 
(and cannot) offer companies. It takes a hard 
look at 46 European business schools, 
provides. guidelines for choosing the right MBA 
i programere bd ide alternatives to 
| employing MBAS 
| Price eluding postage: £49 UK and Europe; US$98 
North America; £53 Best of World. 
‘The Economist Publications Limited 
| “Marketing Department (ECCL) 
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9.oacv m nepegeelters; Montreal 


Candidates should have a university degree or equivalent 
academic qualifications, preferably in the fieid of economics 
of transportation, and extensive experience in civil aviation 
economics at responsible levels. The successful candidate 
will be responsible for implementation of the Organization's 
work programme in the fields of civil aviation forecasting and 
economic planning, and will be expected to supervise and 
Cary out tasks such as: regional and global forecasting; 
economic studies concerning systems planning, the value of 
air navigation facilities, and the impact of civil aviation on the 
human environment; the preparation of guidance material and 
,.. the holding of workshops on relevant issues. Command of at 
“Teast one of the languages of the Organization (English, 
French, Russian, Spanish) essential and a good working 
knowledge of one or two of the others desirable. 
Annual net salary at entry point (assuming dependent fami- 
ly) US$39,290 plus US$10,935 post adjustment which is sub- 
ject to change; generous fringe benefits which include 
dependents' allowances, children's education grant, six weeks 
annual leave, home leave travel, contributory insurance and 
pension schemes. | 


Deadline for applications: 16 January 1989. 


Full details and application forms available from: Chief, Per- 
sonnel Branch, International Civil Aviation Organization, 
1000 Sherbrooke St. West, Suite 400, Montreal, E 
Canada H3A 2R2. 


Economist 
Central London to £24,500 


The Enterprise and Deregulation Unit of the Department 
of Trade and industry seeks an economist with. industrial or 
commercial experience to advise on the impact of government 
regulation. The work calls for analysis of both new proposals and 
existing regulations covering the whole field of government 


ranging from food law to environmental pollution, consumer 
protection and VAT. It may involve advising Ministers directly, It will 


demand frequent contact with businesses and officials, inc luding 
economists, in other government departments. A key aspect is to 


develop further techniques for compliance cost assessment and 


to spread that knowledge across Government. 


As self-starters, candidates will need to combine 
professional experience. with intellectual strength, quick responses 
and ability to work as a key member of a small team. 


This appointment is for one year and is based in Central 


“|> London. Salary will be between £20,000 and £24,500 (including 


d ; London Weighting) depending on age and experience. 
] | For further information about the work, please ring Gillian 
|  Ashmore on 01-215 5387. Applications, including full CV, should 


|^ be sent to her at Department of Trade and Industry, Room 524, 


1 Victoria Street, London SW1H OET. Closing date 2/12/88. 
The DTI is an equal opportunities employer. 





Chief, Economies Section | 


MDG is interested to hear from investment professionals. 





(Closing date Saturday 26th November 1988) 
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Malta Develo pment Corporation 


with relevant, current experience, and available to work in. 

a UN-funded project based in Mal ita. Project outputs will ibe: 

- improved managerial capabil ity of the Corporation's 
investment Promotion and Projects Divisions. pb v 
A complete scheme with policies and. procedures for. | 
promoting and attracting foreign investments in industry. ; 
in Malta. ES 
A system designed for effective technical and financial |. 
appraisal and management of new investment projects. 
National personnel trained in industrial management, | 
investment promotion and project appraisals / 
management. 

Project appointees wil! be engaged in organising and 

developing. these outputs to improve M.D.C.'s services 

to investors and potential-investors-in Malta. 

An attractive compensation package, with allowances and 

fringe benefits is offered. The appointment will be for a 

two year period. | 

since M.D.C. has the option to recommend preferred 

candidates, app licants Should write in the first instance to : 


The VPI cone is Beene for an TE TE profes- 
sional to establish a new account group within its fast 
expanding ; Investor Relations company, Carter Valin Po oen. | 

Carter Valin Pollen is firmly established as the U Ks 
leading Investor Relations consultancy. With the growth o£ 
The VPI Group's international coverage. Carter Valin Pollen 
works for an increasing number of blue chip companies 
seeking advice on their communications with investors and 
their advisers world-wide. Our sophisticated range of pro- 
ducts and database services is unparalleled i in the industry. 

The growth of our investor relations business has beer 
rapid, and we are looking for an individual who will be 
responsible for the establishment of a successful team of 
consultants. pi 

Youll have experience in financial communications: = 
and investor relations either with a consultancy, a financial. 
adviser or in managing these functions in a public company — 
The remuneration. eae will include a competitive salary < 
profit-sharing and wide-ranging benefits. 

If you think you could contribute to the growth of our 
business, write with your CV to Howard Lee, Managing 
Director, Carter Valin Pollen, 32 Grosvenor Gardens. 
London SWI ODH. = 






























"Appointment - 


‘Rep ablic of 1 he 
Marshall Islands 


Applications are invited from qualified candidates 
for the post of a General Manager of the Marshall 
Islands Development Authority in Majuro. The Au- 
thority is the business arm of the Government 
whose function is to investigate, study, develop and 
implement social, economic and industrial develop- 
ment programs and projects in the country. 





| Post Titles: 

General Manager, Marshall Islands Development 
3 Authority (MIDA) 

: Duties 


As a Chief Executive Officer responsible to the 
Board of Directors, the incumbent's main duties 
pen are: 

(D to encourage, promote, develop and manage 
businesses and industries of economic and 
social importance; 

(ii) to form, assist and participate in forming com- 

panies, corporations and joint venture com- 

i mercial enterprises; 

- Gil). to provide advisory and consultancy sel ry ices to 

the Government. and private sector regarding 

business matters; 





Dd by public sector; | 
(v) to manage its funds efficiently; 
: ID. to perform other functions needed to. efficient- 
^ s ly manage t 
Sonnterpart staff. for eventüal handing over r of 
the job. . "LM 


Giilincaitens: A ianiversity degreé i in Business Ad- 
ministration or related fields with some background 
-in accountancy. Over 15 years experience in devel- 
-oping and implementing commercial, socio-econom- 
c and industrial projects in developing countries. 
Special preference will be given to those with work- 
ing experience in the small island developing 





Salary: Minimum Us LPS, 000 per annum (net). (Ne- 
0 qualification and work 


Other Benefits: Housing allowance, round trip tick- 
ets between point of recruitment and duty station, 
and shipment of personal effects. 


Duration: Two years. 


Application procedure: Applications with full de- 
tails of qualifications and experience and names 
and addresses of two referees must reach the 
x following on or before 15 January 1989. 


Chairman 
Marsilia a Islands Pome Pa 








Marsi hall Islands, MH 96960 








- (iv) to monitor development projects implemented | 


uthority including training of- 












































. European Orginiation 

ig: for Nuclear Research 

Organisation Européenne 
pour la Recherche Nucléaire 


European Laboratory for Particle Physics 
Laboratoire Européen pour 
la Physique des Particules 


CERN, GENEVA | 
is seeking to appoint a 


PENSION FUND MANAGER 
(Senior Administrator) 


Responsible for planning, organising, managing and 
monitoring the various activities of the CERN Pen- 
sion Fund; this person will report to the Pensions 
Board. The Fund has current assets of some 1.5 
billion Swiss francs and a rapidly increasing number 
of beneficiaries (now about 800). The Fund covers a 
wide range of financial, accounting, administrative 
and social security activities, and includes the man- 
agement of financial and property investments; the 
study of the Rules and Regulations of the Fund, and 
the preparation of the Annual Report. 


Candidates for this senior a y hana should hold 
an appropriate university degree and preferably a 
E qualification at an advanced level in 
inance and administration, or insurance. Experi- 
ence should include three to five years in a position 
of senior responsibility and cover à period of ten 
years in financial management and andi t supervision 
in a capitalised pension scheme, a bank, a large firm 
or in the public sector. 
Candidates should have demonstrated ability to 
apply financial, actuarial and accounting skills to the 4 
modern management ofa pension scheme; their 
ability to communicate and negotiate at all levels, 
referably in a multi-national environment, should 
e outstanding. A good knowledge of English and 
French is necessary. 


The selected candidate will be offered an initial ires 
year contract, renewable, with attractive compensa- 
tion and benefits, the details of which will be 
indicated on enquiry. 


- Please write to W. Middelkoop, Chairman of the 


Pensions Board, CERN, 121 Geneva, 23 Switzer- 
land, enclosing a curriculum vitae and quoting the 
reference CIS/1. Applications should reach the or- 
ganisation no later than three weeks from the date of 
publication. | 


Note: Applications are — from nationals of 
the Member States of CERN (Austria, Belgium, 
Denmark, Federal Republic of Germany, France, 
Greece, Italy, Netherlands, Norway, Portugal, 
Spain, Sweden, ‘Switzerland P and the United 
hingama), | D 

















starting salaries to £23, | 8: 


HM Treasury 


Specialisations available include the ores in " 





of the domestic economy, analysis ofthe world — -. 
economy and the microeconomics of industrial and 
social policy 


Department of Energy 
One post to advise on world oil and energy 


markets, another to provide general briefing on the | 
| UK economy 





Department of Trade and Industry 
To advise on matters of general industrial 
economics. 


Department of Health 

.. Yo will be concerned with improving the 
efficiency and effectiveness of the health service 
and the follow up to the NHS Review. l 


Department of Social Security 


The concern is with improving the efficiency and 


effectiveness of the Social Security system. 


Home Office 


Here economic and financial issues embrace à a. 
wide range of policies dealing with challenging social 


problems. 


HM Customs and Excise 

Working in close collaboration with HM Treasury, 
you will be involved with issues relating to excise 
duties and VAT. 


Department of Transport 
To provide advice on the ANDREE, road 
building programme. 


Department of ihe Environment 
To analyse local authority support, 
housing and the environment. 


Department of Employment 









= mm on - scale vm E 


To work on general labour economics and 


. training policy 


_ Scottish Office 


You will specialise in either briefing and 


: manpower issues or focus on agricultural policy. 


We would like to meet experienced graduate 
economists with first or second class honours degrees 


and at least 5 years’ professional experience. Good 


communication skills, including the ability to relate 
complex economic issues to non-specialists, are vital. 


. A record of publications in professional economics 
.. would be considered an advantage. 


Career progression can be rapid. On-the-Job 
training is given where necessary to extend both 
technical and management skills. Movement between 


departments is encouraged, so that during the course 


of your career you will be presented with widely 
varying opportunities, and there is the option to 
broaden out into management and more general 


. policy work. 


These posts, with the exception of the Scottish 
Office position, are all based in London. They 
are generally for a period of 2-5 years, but can, 


' however, be made permanent. Secondment from an 


existing employer may be favourably considered. 
Some posts could be available part-time. | 

Starting salary up t0423,485 *. Benefits include 
25 days' annual leave, non-contributory pension, 
discounted private medical insurance scheme, and 
relocation assístance, where appropriate. 

lf you want to know more about the work of the 
Government Economic Service call either Bob 
Stannard (01-270 4540) or Tom Morris (01-270 5093]. 

For further details and an application form [to 
be returned by 15 December 1988) write tc Civil 
Service Commission, Alencon Link, Basingstoke, 
Hants RG21 HB, or telephone Basingstoke (0256) 
468551 (answering service operates outside office 


hours). Please quote ref: G(2)622. 


*includes £1750 Inner London Weighting 


The Civil Service is an equal 
n 
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First integrated Investment an 


. Founded in Asia in 1970, our unrivallec network of offices 
. givesusan in-depth knowledge of the Asia Pacific region. 








FTER eight years in the shadows, he has 
= £ Xhis own presidency. But George Bush 
< will never enjoy the popularity of Ronald Rea- 
_ gan, and nor will he have the same opportuni- 
-. ties to shine. This new president, as close to 

‘being born to rule as any modern American 

can in be, will find that ruling is often a mocking 
d whi * substance will elude him for 

f the next four years. 
. Mr Bush's most obvious handicap will be 
Congress. While the Republicans were enjoy- 
‘ing their triumph in the White House this 
5 week, a mile across town in Washington the Democrats were 
< strengthing their hold on both the House and the Senate. 
~ Whether by intention or not, American voters have applied 
another check and balance to those whom they let into high 

-. office. Many of the things that “the most powerful man on 
- earth" would like to do are not his for the doing. And some of 
__ the things President Bush will have to do will require qualities 
| uut Candidate Bush has kept well hidden. 
















- The curse of that ghastly campaign 
OBy dividing the spoils between Republicans and Democrats 
- American voters impose a peculiar paralysis on their rulers. 
Things get done only when there is true consensus, or a crisis, 
"or a showdown in which the president can appeal directly to 
. the people, or a post-election honeymoon. At present there is 
` ‘no consensus and, as yet, no crisis. But nor will Mr Bush find 

4 asy to reach out to the people: only three weeks ago, 5796 
"^ or those questioned for an opinion poll admitted that they 

7 would have preferred different candidates to choose from. _ 

.— . True, many felt pretty cool about President-elect Reagan 
— in 1980, and he has ended up hugely popular. But Mr Reagan 
-= had to earn his place in the sun. And even with a Republican- 
- . controlled Senate for six of his eight years, he has often failed 
“to get his way with Congress. After a campaign that brought 
new depth to the meaning of shallow, Mr Bush has still to 
enjoy any real popular affection. As his predecessors could 
tell him, a direct link to the voters is often the only credit a 
~~ president can draw on in difficult times. 

. - MNorhasthe campaign given him any real backing for early 
action in his honeymoon. Mr Bush banged on about issues 
"which his advisers said were worrying the voters. Yet some of 

them—education, crime, gun-ownership, prison parole—are 
. mainly matters of state law and state responsibility, where the 
- ^^ president and the federal government have little authority. By 
aking his objectives plain throughout the 1980 campaign, 
Reagan had earned a mandate when he took office in 
and s so got kis tax cuts and his defence boom through 














































































Congress. Mr Bush will find it much harder 
claim such a mandate. In its bitterness; 
campaign has antagonised congression 
Democrats. In its vacuousness, it has failed 
prepare the ground for the actions that 
now be needed. : 
| The less obvious handicap for the-n 
president will be the legacy from the old. ! 
Reagan had the luck to follow an unpopu 
and often ineffectual president, and loo 
particularly good by comparison; w 
means Mr Bush will be judged by harst 
doni In foreign affairs, Mr Reagan is leaving behin 
calmer world, largely because he helped to get Russia to stop 
much of its Brezhnev meddling. But the pattern of world 
events is going so well for America right now that it is hard to 
see how Mr Bush can do much better. He says he will con- 
tinue negotiating firmly with Mr Gorbachev, which is an ex- 
cellent strategy but unlikely to bring much new p political ku- 
dos. Such changes as do occur in world affairs will probably 
be awkward ones: uprisings in Eastern Europe, clampdown 
China, anti-Yankee crumbling in Mexico. 

As for economic policy, almost anything Mr Bush dos 
will make him unpopular. He has won office in a month whe: 
the most prominent indicators of economic health—inflatio 
and unemployment—are looking remarkably good. The tw 
rates combined now total 91296, virtually the lowest this 
ery index has been at for 14 years. Under Present Bush, th 
index has only one way to go: up. 

Meanwhile, the economic indicators that are least oby 
ous to the untrained eye—debt, financial strength, foreig 
confidence—have all been getting shakier under Presiden 
Reagan, without collapsing under his feet. For Mr Bush, the 
may not be so kind. Because of heavy foreign borrowing, M 
Reagan was able to give Americans the chance to spend mor 
than they earned, and they liked that. Under Mr Bush the 
will have to earn more than they ee won't like 
Behind all the dry talk of “external adjustment", the pol 
meaning is inescapable. E 

Mr Bush can handle the Reagan economic legacy in 
two ways. He can stay true to his campaign themes—ni 
increases, less government spending in general but more 
particular—in which case the budget deficit will start tc 
again. Or he can decide to take the initiative, which will m 
persuading Congress to accept some spending restraint in 
turn for some tax increases. If he opts for benign neglect, I 
will be stopping the trade deficit from shrinking. That- 
risk a new wave of protectionism in Congress, and grow 
unease among foreign aor Their confidence may fac 





































ypea nly, | way th i 
up interest rates. and push the. economy into recession. If Mr 
Bush chooses to cut the budget deficit himself, he has a good 
chance of avoiding that fate. What he cannot do, though, is 
prevent consumption being squeezed. 

. Provided Mr Bush accepts that a squeeze is unavoidable, 
he will surely prefer it to happen by design rather than crisis. 
In which case, he will want to bring the Democrats on to his 
side and to reassure foreigners that his administration will be 
purposeful and steady. He might consider bringing a senior 
Democrat into his team, as President Nixon did with Mr Dan- 
iel Patrick Moynihan. Mr Jim Baker, the new secretary. of 
state, might make a show of saying that he will respect Con- 
gress's constitutional role in foreign policy. To reassure his 
di 
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veen the National Security Council and the State Depart- 





oroad as in Washington itself. And Mr Bush should also ap- 
oint an avowed free-trader as his trade representative. If he 





T^HE British government's white paper on broadcasting 
was always going to have its critics. On the one hand, 


- qualities that its protagonists claim. Yet the combination of 
the BBC, financed by a television licence fee, and a clutch of 
commercial companies, whose regional franchises are regu- 
lated by the Independent Broadcasting Authority, has indeed 
produced enough good radio and television to put the burden 
f proof on those who advocate change. The white paper has, 
roadly, discharged that burden; but in one respect it is illogi- 
cal, in one dishonest, and in two it seems unwilling to accept 
xe results to which its recommendations will lead. 

The case for change rests on two pillars. First, technology 
as made it easier to provide new services, whether by cable, 
llite or microwave. A regulatory framework should not 
ibit this new growth of an industry. Second, consumers 
eserve to have a wider choice than Britain’s four “terres- 
ial" television channels, especially since it gets ever easier 
T consumers to pay directi y (ie, not through a licence fee or 
‘buying advertised products) for what they view. 

Most of the white paper (details on page 66) deals with 
ymmercial television companies. Its core is the way in which 
ey are to be regulated. Hitherto, the independent television 
mpanies have had franchises awarded to them for a particu- 
lar time on the basis of their promised programme quality; 
eir programmes are then subject to detailed regulation by 
the IBA. The companies pay a levy, calculated on profits, for 
e use of the radio spectrum. The profit-based levy has pro- 
uced little incentive to cut costs. In 1982, for example, the 
depend comp sanies paid £27.4m to the Treasury on reve- 
: ) y in 1985 Shy paidi Emo on revenues that had 








ies, Mr Bush should keep Mr Colin Powell as national secu- 
ty adviser. That would keep to a minimum the rivalry be- 


lent, whose feuds have often caused as much confusion . 





British broadcasting is heading for a revolution, but the revolutionaries are still muddled 


$ British broadcasting has never had quite the heaven kissed. 





gives the job to a protectionist of any stripe, he will unsettle- 


foreign confidence and sharpen the appetites of protection- 
. ists in Congress. * 


These appointments will give early hints of the kind of ^ 
president Mr Bush will be. If the right choices are made, they - 
will help to re-establish the pre-Quayle belief that President 
Bush would at least pick a good team. For the great difficulty 
in this election week is to know who George Bush is, and what 
he wants to do with the latest job to grace his Cv. The man 
who ran one of the shrillest campaigns in modern times says 
he wants to build a kinder, gentler America. The man who 
has chosen to ignore the budget deficit can do his sums as well 
as the next person. The vice-president who has stayed quietly 
in the background says he wants to be a forceful president. 

- Perhaps these are the natural paradoxes of American poli- 
tics, which can be ironed out only when a politician has 


achieved his ambition. But the uncomfortable feeling re- - 


mains—that George Bush, taunter of the little man from 
Massachusetts, may not have the will and the spirit to be the 
big leader that America now needs. 





risen to over £1 billion. . 

- The government wants the right to broadcast on commer- 
cial channels to be auctioned to the. highest bidder— thereby 
revealing a true price for that right—and wants those who 
win franchises to be subject to a lighter regulatory touch. Il- 
logicality: if auctioning the franchises is the way to put a value 
on them, why keep a levy? That is like a compulsory tip at the 
end of an expensive meal; it should be dropped. Dishonesty: 
so-called "light-touch" regulation is nothing of the kind. 
Some regulation— preventing the kind of concentrated own- 
ership that dishgures the British press, or insisting on a q 
ity "threshold" before any bids for a franchise— is sensivic. 
But lump together constraints on "taste and decency”, 
nannying Broadcasting Standards Council, a istae PUN re- 
quirement to take a set proportion of European programmes, 
and the light touch begins to look nee handed. 


Think things through, please | 


The government seems unclear about the shape that commer- 
cial television will soon take. Despite battles with trade 
unions, it costs today's franchise-holders twice as much to 
make a television programme as it does a small production 
company. It follows that, under auctioning, none of the 
present franchise holders is going to win a franchise unless it 
dumps its expensive programme-making capacity. Those who 
will prosper will be those who turn themselves quickest into 
publishing houses (like the giant American broadcasters) buy- 
ing most of their programmes outside. This amounts to a 
ad in the vica "ad i^ iue 








` want en BBC to start MN some eofi its ua esodh sub: 
~ scription. But the white paper also says that the BBC must re- 
‘main the “cornerstone” of British broadcasting, providing 
= * high quality across the range of public tastes. 

These desires are not incompatible if the BBC, as it already 
does, sells a bit of its airtime by subscription. But they would 
be incompatible if the BBC were financed wholly on a pay-per- 
view basis. It would have no difficulty selling plenty of sport 





mo BUILD a: new: ine “you have to start by knocking a 
. few walls down”, Britain’s prime minister briskly told the 
t week. It is wrong for westerners even to think of 
: estabilisation of the other side", West Germany's foreign 
. minister smoothly remarked about all of communist Europe 
x last month. Between Mrs Margaret Thatcher and Mr Hans- 
E Diet ‘ich i Genscher lies a gulf into which a palpably confused 
yuld soon fall headlong. The more the democracies 
rhat is happening east of the Elbe, the 
iave no policy for Eastern Europe. 
y thing everybody agrees about is that Mr Mikhail 
` Gorbachev has: created the makings of an explosion in that 
part of the Soviet empire. To the people of the eight commu- 
mist countries west of Russia, the rise of Mr Gorbachev 
brought the hope of great change; but it has gradually become 
- clear that the amount of change Mr Gorbachev wants them 
-to have is relatively small. That is explosive. The West shows 
| no sign of knowing how to cope with the sputtering fuse. 
- It has been slow to grasp that “the East Europe question” 
- is in fact eight separate questions. The rulers of East Germany 
^ ind Czechoslovakia almost certainly intend no serious 
roe in the way they rule. The relatively well-off East Ger- 
. as may accept that, the normally meek but increasingly 
^" miserable Czechoslovaks may not. Nothing startling is likely 
to happen in fenced-off Albania or in Marx-in- Wonderland 
Bulgaria (whose aged President Zhivkov recently foretold, 
straightfaced, the total privatisation of his economy). Any- 
thing could happen in Yugoslavia, from disintegration to 
army takeover. In Romania an army takeover might be a mer- 
 eiful release from the Ceausescus. Poland's paralysed Com- 
- munist party will face another revolution on the streets in the 
K Sinite years. Hungary's party is on the move to reform, but 
maybe too slowly for Hungarian expectations. Each country 
veeds different handling. 
~~ Even when westerners understand these differences, they 
. still do not agree on how to help bring about the right sort of 
» ^ change: in the right places. One school wants to throw money 
at the problem, through a "Marshall plan" for communist 
Europe. That would be an expensive irrelevance. The region's 
trouble is not a shortage of resources, it is the way it manages 
"those resources. The East Europeans have to solve this for 
themselves. That means belonging to the IMF, and accepting 
vice; cutting the public sector and expanding the private 





































tap cascading into a plugless bath. 


. neighbours would destroy his foreign policy. 


power, and so any sensible European's priority is to stay o 


chilling possibility that he belongs to this new Realpolitik. 




























































and drama to viewers; but there is no evidence that i 
sell its news and documentary programmes to an audie 
anything like the size of the current one. No governme: 
should let the BBC's management forget that it must alwa 
run a tight ship. But if governments want to continue to ha 
one company providing excellent broadcasting, on a wk 
range of subjects, available to all, then the BBC is that cor 
pany—and the case for scrapping the licence fee falls. 








one; getting EE E budgets and twisted exch: 
rates into order; above all, letting as many prices as possib 
go free as soon as possible. Until that is done, foreign aid i 


If the West is honest with itself, it will see the liiis ol 
power to help. When its leaders visit Eastern Europe, they can 
insist on seeing the opposition as well as the government 
They can spell out the truisms to both sides, as Mrs Thatchei 
did in Poland. Economic revival requires economic plural 
ism—genuine competition between independent public com 
panies if that proves possible, the reinvention of capitalism i 
it does not. It is unlikely, this being Europe, that economi 

pluralism will long be compatible with one-party rule, excep 
in the sense that the Queen rules Britain. | 

The West can provide some special assistance to the Fas 
Europeans’ new private sector, if one emerges. But it should. 
otherwise conduct its trade with them exactly as it would with 
other potentially rich people. It should not put a penny of its. 
taxpayers’ money into repainting the ruins of Stalinism. And, 
let it be said now, the West will not send troops to rescue Eas 
Europeans who get into trouble. God bless those who pus 
for the frontier of pluralism, but they should not be misled 
their best protection against recapture by Mr Gorbachev i 
the Soviet leader's fear that another invasion by Russia: of it it 


Moscow über alles? 


Before even this much help can be offered, however, Westeri 
Europe has to be sure it wants to help at all; and not all Wes 
Europeans do. There are two views of where the democracie 
interest lies in dealing with the turbulent Eastern Europe o 
the next few years. The first says democrats have a respon 
sibility to give what assistance they can to the yearning o 
their fellow-Europeans east of the Elbe for healthier econc 
mies, a little more freedom, a bit more independence fror 
Russia. The other says that Russia is the strongest Europea 


good terms with Moscow—even if that means turning a blin 
eye to those East European yearnings. The quotation frot 
Mr Genscher in the first paragraph of this article raises th 


- Nobody proposes to “destabilise” Eastern Europe, if that 
means open or covert violence against its governments or an 




















































stable Eastern Europe, if that means telling it to stay more or 
less as it is. The East Europeans deserve change, and to the 
odest extent that the West can help it should do so. For 40 


Blue berets and kukris 





There's a life for the Gurkhas yet 


"HE Gurkhas, everyone knows, are probably the world's 

A. best foot-soldiers: ferocious in attack, stubborn in de- 
fence, lovable at all times, except by those they are trying to 
kill. Britain's army has 7,700 of them, mostly in Hongkong: 
When Hongkong is handed over to China in 1997, Britain 
will no longer have a job for them. Goodbye the Gurkhas? 
No. In tomorrow's world they could have serious work to do 
n behalf of a newly serious United Nations. 
- Because Britain's Gurkhas need their own recruiting sys- 
tem and training centres, the present force of five battalions 
cannot be cut much, without making the whole thing too ex- 
pensive. To bring Hongkong's Gurkhas to Britain would add 
to the cost: new barracks and married quarters would have to 
_ be built. The Gurkhas cannot be used in Germany or North- 
. ern Ireland because the locals there, it seems, get goose-pim- 
ples at the thought. Worst of all, the marvellous Gurkhas are 
- a low-tech lot in an increasingly high-tech army. Few can read 
. much more than rudimentary English. They are hard to train 
_in the use of complicated weapons. They are "straight-leg" 
infantrymen in a British army that no longer needs their like. 
-. To disband them would hurt their homeland, Nepal. The 
Nepalese, having dispatched their sons to fight and die for the 
British crown for generations, have grown used to the money 
ey send home, and to the old soldiers who retire there on 
heir pensions. Disbandment would be a knock for Nepal's 
onomy. It would also be a shame in a wider way. The world 
ll needs these fierce and loyal fighting men. 


mewhere in the world. Today about 10,000 troops, on de- 
ment from various national armies, are involved in seven 
operations. Usually they just man a fence between two 
wering opponents who are happy to have a face-saving ex- 


ee Frankfurt 





NCE upon a time there were two successful, highly regu- 
lated economies called West Germany and Japan. Both 


attempt to accelerate the downward spiral of its economies. | 
But nobody, in the opinion of this newspaper, should want a 


The UN has always had at least one peacekeeping force - 





reful West Germany should note Japan’s new financial daring 





years the lost part of Europe has been like a backdrop in the 
theatre: you could see it, but it was not real. As Eastern Eu- 
rope at last becomes three-dimensional, it calls for something _ 
better than either blithe burblings about a Marshall plan or ^ 
cold warnings against “destabilisation”. 





cuse to do no more than glower. But some peacekeeping jobs - 
are tougher than that—Lebanon, for instance—and are not 
being properly done: because too many UN units come from 
countries whose governments do not want them to fight. 


When polite policemen aren't enough 7 
This needs to change. The international policemen of the 
1990s will sometimes have to draw guns in the name of peace. 
Take Kampuchea. If the negotiators are to get the Vietnamese 
army out of that country without letting the Khmers Rouges 
take it over, Prince Sihanouk and the other frail Kampuchean 
democrats will almost certainly need to be held in place by an 
international armed force. There may be need for a buffer 
force between Iran and Iraq. The eventual reordering of the 
Ethiopian empire could call for a blue-beret constabulary. 

The UN now has a better chance of being a proper peace- 
keeper, because the big powers may at last be able to agree on 
a few things it should do. The organisation could therefore 
use a small, permanent force of willing fighters. The time has 
not yet come for a large UN army; great-power co-operation is 
still miles short of that. What is needed is a nucleus of good 
professional soldiers who can stiffen the backbones of Swedes 
and Togolese. A force of 5,000 or so Gurkhas, professionals 
to the kukris in their fingertips, would be just the job. 

The obvious snag is that the UN’s bureaucracy might de- 
nature even the Gurkhas. One way of diminishing that d l 
ger is to leave the Gurkhas with their present number of Bro- ` 
ish officers, about 15-20 per battalion (who are anyway their- 
main means of communicating with the non-Gurkhali world); 

If Gurkhas in blue berets are to help keep the world's peace, 
they had better continue to include a few young gentlemen 
from Somerset and Yorkshire. 








this day, critics of the free-wheeling, Anglo-American style of 
finance, with its obsession for quarterly earnings and a plan- 
ning horizon the length of an analyst's nose, point admiringly 
at the Japano-Teuton alternative. Look, they say, at the close 


ties in both countries between banks and industr k at 


























-market paraphernalia. .- 
~ Such sentiments help West Germany's government and 
central bank to resist pressure to open up the country's finan- 
cial system and to allow Frankfurt to develop as a truly inter- 
national money centre. The Bundesbank, in particular, sees 
little merit in having an active financial centre just for the 
sake of it, regardless of Europe's Project 1992 or of rivalry 
with Paris and London. Strict controls and an aversion to 
_ speculative instruments have worked well so far. The burden 
-of proof, say West German officials, rests with those who fa- 
“your. change. Well, Japan is providing the proof—showing 
uds that a a deregulating ME cxi to finance can coexist VEM in- 











9605, pir has iden to 
past five years that adaptation 





| ha been greatest i in Ja pa ; finar 
‘big Japanese company worth its salt borrows from 
ny longer. The old cliché about Japan’s solid, long- 
| iking relationships is dead. Whether or not a firm's 
main bank heads its zaibatsu, whether or not the bank chair- 
man went to the same school as the company's boss, the firm 
now raises its capital wherever it is cheapest. Recently, that 
has usually meant the equity market, tapped via some sort of 
snazzy warrant bond in the Euromarkets. This adventure has 
been made possible by two things. The first is the new willing- 
ness of Japan's Ministry of Finance to allow borrowers to seek 
fresh markets. The second, and more powerful, is compe- 
tition. There is no cosy Japan Inc in the financial world. Ask 
Sumitomo Bank or Industrial Bank of Japan what they think 
of Nomura or Nikko Securities. — 

The result has been a rush to raise cheap money, bringing 


Rich old things 











E Governments should start cutting state pensions to all except the poorest of the old 


3OR so long the elderly have been poor that it is hard to 
. AK. accept that some old people are now richer than their chil- 
dren. Hence the horror that greeted hints by Britain's chan- 
. cellor of the exchequer, Mr Nigel Lawson, that some welfare 
benefits might in future be restricted to poorer pensioners. 
The row led to some hasty "clarification": of course, said Mr 
Lawson, he was talking about improving benefits for poorer 
pensioners, not cutting those to the rest. But, like the protests 
three years ago over his government's plans to restrict the 





State earnings-related pension scheme, it is a foretaste of rows _ 







in many countries. 
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non the eene sands c of ise capital or of moderne capi- | 


~ strengthening currency. Yet, unlike the emerging giant in. 

















is:no coincidence that Japanese industry has simultaneo 
managed one of its greatest Houdini feats ever, escapin 
tact from a doubling in the yen’s value against the dollar s 
1985. Exporters have been investing trillions of yen in 1 
cost-cutting equipment and techniques in efforts to rer 
competitive. Japan's economy is booming, with real. 
growing at 596 a year. The exporters are holding their owi 
better. The stunt has had more than one secret, but new fr 
dom in the country's financial Ren has been. promine 
among them. : 
Japan has grasped that finance can serve industry wher 

is free as well as when it is in chains. Its markets have a: 
way to go before they are as unfettered as those in the Un 
States and Britain, but measures taken in the past five y 
have made sure that Japanese companies are the chief be 
ciaries of the abundance of cash that swills about in Ja 
Such freedom has not, however, led Japan into wicked / 
American ways. Companies have not been forced to 
about quarterly earnings, since their shares have remaine 
stable hands. Nor are there likely to be any leveraged | bu 
of Nissan, Sony or Ajinomoto. Financial regula tion ca 
many shades. | 
West Germany finds itself in circumstances sriking y 
ilar to Japan's: it has a huge current-account surplus, it i 
porting capital, and its firms are trying to cope wi 
























































kvo, Germany's financial markets are all but dormant. Its 
gional bourses squabble among themselves while stockmark 
turnover remains too low to attract big investors. Listing rule 
discourage small companies from raising equity capital. 
withholding tax and stockmarket turnover tax seem desi 
to keep cheap money away from industry. And how mi 
real competition can there be when just three banks—De 
sche, Dresdner and Commerz—dominate both the hold 
of shares and the provision of capital! ' 

West Germany has always been adept at nodus 
technologies into its tried and tested machines. It is : 
surely, for it to introduce new financial technology in 
= and bested REDE ! 


For it is not oni in Britain that pensioners are ert 
than ever before. In the United States 36% of over-6! 
below the official poverty line in 1959 and 27% of ch 
by 1983 the poron of children had fallen to 2296 
that of elderly people to 1596. In Japan nearly 1096 of ove 
received social assistance in 1965; by 1984 the proportio 
dropped below 3%. Among people of working age, thou 
the fall was only one-fifth of a percentage point. In Austr 
poverty among the elderly has more than halved since tl 
early 1970s; among single parents it is unchanged. There 
in Britain, poverty is now most common among peopl 































omes which have become more valuable as house prices 
ave risen. But it is mainly due, in Britain as in most other 
ountries, to bigger state pensions. State benefits provided 
196 of pensioner incomes in 1961; they now provide 60%. 

- In Britain the number of tax-paying workers relative to 
ld folk will rise in the coming decade. Elsewhere—dramati- 
ally in Japan, Canada and West Germany—it will fall. But in 
e next century every industrial country will have to decide 
hether to cut state pensions, relative to earnings, or to raise 
iore revenue from taxing workers. | 





ive us the money, granny mM 

gainst such a background, no country can afford unselec- 
ve generosity to the old. Selective help for the poorest old 
would be better than lower state incomes all round, for the 
gap between rich and poor, always greater among the old than 
the young, may now increase. Today's two-income house- 
holds will be tomorrow's two-pension couples; but today's un- 
mployed and divorcées will be tomorrow's elderly poor. 

_ The arguments for targeting help on the poor elderly are 


| The new era that starts on Sunday 


| ASSUMING that war does not break out in the next few 
A hours, on Sunday Europe will have been at peace for 
onger than at any time in its history, at least what is reliably 
known of its history. Previously, the longest period of Euro- 


war in 1871 and the start of the first world war in 1914. What 
about the Russian-Turkish fight of 1877, the Balkan battles of 
1911 and 1912, Turkey's invasion of Cyprus in 1974? Argu- 
nts, arguments. Look at the broad picture, the extraordi- 
y peace that has engulfed the previously warring tribes of 
rope since 1945. It deserves a line in the record books, 
e than the usual biggest this and longest that. 

. Few people, perhaps no one, expected peace to endure 
ng in Europe after 1945. Peace had come to be no more 
an the pauses between war. Europe had applied its great 





vitz) intellectualised war, Britain made it sound lovely with 
joignant songs. There have been enough alarms in the past 
-plus years to revive the old fears; but each time the alarm 
lls fell silent and nothing, mercifully, had happened. 

. Now it is possible to hope that an end has been made to 
ose wars between West Europeans that disastrously dragged 
the rest of the world. Alsace-Lorraine and the Sudetenland 
longer provoke calls to mobilise. Whether nuclear weap- 


question. Wars still crash on—25 at the latest count— 


: far more powerful than those for tar 


Peace, imperfect peace 
pean peace had been between the end of the Franco-German © 


ents to make war both more normal and more dreadful. - 
ance (Napoleon) invented conscription, Prussia (Clause- - 


ave banished great-power wars everywhere remains an - 


ul thar irgeting the poor of work- 
ing age. With old people, it matters less if the incentive to 
work is damaged when means-tested benefits are withdrawn 
as incomes rise. Britain's decision to move away from univer- 
sal child benefit towards means-tested family credit is there- 
fore unwise, whereas the desire to be more selective in helping 
the old is right. The main risk is that people will be less likely 
to save for their own private pensions if they think they will 
thereby lose the right to state help. But in the real world, most 
people probably do not do such sums when deciding whether 
to join a pension scheme. A greater problem is that govern- 
ments will want to keep the old in jobs for as long as possible, 
to boost tax revenue and cut pension costs. Means-tested 
benefits might discourage the old from staying at work.. 
. The biggest row still lies ahead. Mr Lawson was careful to 





_ say that he would not touch the basic concept of national 


insurance. That is a luxury his successors will not be able to 
afford. People will have to learn that they cannot "earn" an 
automatic pension tomorrow by paying national-insurance 


contributions (NICs) or taxes today. Already, the gover- 


ment's devotion to the insurance principle distorts the jc 
market more than income tax does (see page 68). Mr Lawson 
needs to reform NICs now—and take the opportunity to start 
moving away from a universal pension too. 





but they have been exiled to the third world, and for the most 
part (excuse us, Afghans) the superpowers do not join in. In 
Europe the professional soldier mans the East-West dividing 
line, wonders about the chances of action somewhere in Af 
rica, wins honours in tacky actions against urban terrorists. 
Yes, his day could yet come again, but the prognosis for a 


European war is misty. Might the Community threaten w-- 


against a member-state that wanted to leave? A new, this tin 


European, War Between the States seems unlikely. A more 


plausible threat exists in the Europe outside the Community, 
a Europe that still clings to some of the old ways. Hungary has 
come close to blows with Romania over Transylvania this 
year. Serbia and Slovenia glare at each other. The Balkans? 
Hardly the stuff to cast a cloud over the era that begins on 
Sunday. So they thought in that summer of 1914.. 

That said, something—dare it be mentioned?—has been 
lost. Gone is the sense of renewal experienced by the survi- 
vors in the broken cities of Europe during the first springs of 
peace. Architects who dream of new buildings now have to 
wait for market forces to destroy the old ones. Writers and 
painters have to find their phoenix in other pyres. Although, 
when measured against the slaughter that Europe has seen, 
these are negligible matters, they serve to illuminate a strange 
new world. Living in a Europe of unbroken peace would be— 
will be?—an often perplexing experience. After all, it has 


never been done before. 













Working classes 





Longer and better schooling for everybody has failed to deliver social 


equality. In Sweden that disappointment is tempered 


workforce so well educated t 


WEDEN'S comprehensive schools can 
claim one big success and one big failure. 
When they were introduced in the egalitar- 
| 1960s they were supposed to give every- 
pody access to a good education, and so to 
erase class differences. They have passed the 
first test and flunked the second. 

The child of a senior white-collar 
worker in Sweden is still more than three 
times as likely as the child of an unskilled 
worker to continue with mainly academic 
education beyond the age of 16. Yet from 
the age of seven to 16 all young Swedes go to 
virtually identical schools, where the bright 
sit in class with the dull, the professor's 
daughter with the street-cleaner's son. At a 
time when equality is out of fashion else- 
where, comprehensive schools remain re- 
markably uncontroversial in Sweden— 
mainly because they produce a decent edu- 
cation. Fewer than 196 of Swedish parents 
send their children to private schools. 

The Swedish ideal of education for the 
many does not finish at the end of compul- 
sory schooling at 16. Over 9096 of pupils 
continue for at least two more years in an 
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by the advantages of a 


t itis the envy of Europe 


upper-secondary school—among the high- 
est staying-on rates in the world. Though a 
minority of them go to university, Swedes 
are habitual learners. They return to class- 
rooms, lecture halls and  study«ircles 
throughout their lives. 


Big spender 

The country spends roughly 896 of its GDP 
on education, compared with America's 
7%, Japan's 61/96 and Britain's 5%. It looks 
increasingly like a wise investment. Even the 
children of manual workers, who every- 
where still enter the least intellectual jobs, 
will have to use their minds more in the 
1990s than their parents did in the 1960s. 
Technology is quickly replacing workers 
who do repetitive tasks or carry out simple 
orders, and is creating more jobs for workers 
who think for themselves. As the nature of 
work changes, more and more people will 
have to go on learning throughout their 
working lives. Every Swede born after 1955 
will have had nine years of decent education 
at a comprehensive school to build on. How 
decent? 


"Is it surprising’, an Englishman might 
ask a Swede, "that you have fewer problems 
with your comprehensive schools than we 
do? There are no Brixtons in Stockholm." 
"True", the Swede might reply, "but there 
are no Strómsunds in Lancashire". For the 
British and Americans, the biggest problem 
with state schools for everybody has been 
the poor quality of many such schools in in- 
ner-city ghettos. For the Swedes, the chal- 
lenge has been to provide a consistent level 
of schooling in a country where so many 
children live in remote places like 
Strömsund. In those terms, they have been 
highly successful. 

Forty years ago, when all British chil- 
dren attended school from five to 15 and the 
comprehensive American high school was 
already well established, most Swedes got 
only six or seven years of basic education. 
One in ten completed secondary school. 
Few children living outside the large towns 
could attend the academic "gymnasium". 

Swedes have transformed their schools 
from among Europe's most primitive to 
among the most advanced through highly- 
centralised state planning. They are starting 
to worry about the rigidities of the system— 
of which more later. But they congratulate 
themselves on the creation of a uniform net- 
work of schools teaching a common curricu- 
lum to similar standards to all children. 

Comparative studies indicate as great a 
variation in the academic performance of in- 
dividual pupils as anywhere else—but far 
less variation among schools. Statistically, in 
Britain and America the variance of mean 
test results for schools is roughly one-quar- 
ter the variance of test results for individual 
pupils; in Sweden it is roughly one-tenth. 
Translation: every class still has its geniuses 
and dunces, but their performance does not 
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n assert that, though people end up more 
equal, the overall standard slips. In Sweden 
that does not appear to have happened— 
and Swedes would not have introduced 
comprehensive schools if they had thought 
that it might. In the 1950s they ran a charac- 
teristically hard-headed experiment, intro- 
ducing comprehensive schools in one half of 
Stockholm and comparing them with the 
traditional schools still operating in the 
other half. 

-At the comprehensive schools, stan- 
dards for the worst students rose a lot. 
right middle-class children, it was found, 
celled even though their teachers might 
push them less. The single big caveat was 
t bright working-class children, who 
ight have got into a gymnasium, tended to 
worse in the comprehensive school. Un- 
the parents of middle-class children, 
eir parents did not compensate for 
reduced attention from teachers. 

. Sweden's educational experts 
ution that it is dangerous to read 
oo much into the results of interna- 
onal tests sat by children of different 
ltures—but at the same time take a 
ad in organising such "educational 
Olympics". That may be because 
den takes quite a few medals. It 
won the gold in a recent Gallup poll 
| geographical knowledge. More 
Swedes than Americans had a 
roughly accurate idea of the popula- 
on of the United States. . 

<A more surprising gold medal has 
n won by Sweden in the ten-year- 
ds' reading event— surprising be- 

use Swedes do not start school until . 
y are seven, so ten-year-olds have 

d. one-quarter less schooling than 

Ost other Europeans, and two-fifths 

S than British children. Their fast 

levelopment is helped by the Swed- 
1 language being spelt as it sounds, but is 
so influenced by the way Lutheran pastors 
ed to put pressure on parents to teach 
eir children to read the Bible. The church 
no longer bossy but the tradition of par- 
ts teaching their children to read lives on. 
* A country's culture, as much as its edu- 
tion system, influences how well children 
rn. In Sweden you can hear a history pro- 
sor complain that students can read only 

o foreign languages, rather than hae 

A are therefore unable to follow some 
cts. Or drop in on a class of Swedish 17- 
“olds discussing Wordsworth in English, 

group of adult students trying to "catch 
on their English in a lively discussion of 
umerícan presidential election. English 
with. i Swedish and manemane as a 
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Critics af Da nE education of- 


gu teni 3 
to the number afi people le ho spe k 
guage (see chart). 

It helps, too, that Swedes believe so 
firmly in a common school education; it fits 
in with their ideals of equality and social 


harmony. In Britain and America notions of 
are tempered by the desire for one's - 







equali 
own children to "get ahead". When state 
schools flag, middle-class parents are often 
quick to send their children to private 
schools—or to flee to suburbs where schools 
are nicer. In West Germany comprehensive 
schools set up alongside a streamed. system 


of hauptschule, realschule and gymnasium .- 


hold little appeal for middle-class parents 


with academically inclined children. Too of- 
ten, they serve as refuges for less talented s 


and less lucky children. 


Believing in comprehensive, PEN : 
does not mean overlooking their weak- 


nesses. Swedish parents are unhappy about 













some of the egalitarianism in the classrooms. 
Opinion polls show that 80-9096 dislike the 
way children are not graded on their perfor- 
mance until they are 14. Mr Torsten Husén, 
an architect of the comprehensive system, 
says that giving children innocuous report 
cards simply does not work: teachers find 
other ways of letting pupils and their par- 


ents know how they are doing. 


One big difference between schools in 
Sweden and in most other countries is that 
Swedes remain in mixed-ability classes well 
into their teens. Surprisingly, such classes 
do not appear either to make brighter pupils 
go more slowly or duller ones fall behind. 


But studies indicate that they do frustrate — 


pupils who think this is happening. When 
mixed-ability classes were first set up, it was 
hoped that they could often be taught in 
two groups by different teachers. That has 
happened to only a limited extent, Rein 
because it is so expensive. | 
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one to 12. Yet, as in i most it other countries, a 
typical class has one teacher and. 30 pupils. 

That is partly because of the increased bene- 
fits for teachers—including generous sick 


leave and maternity leave—and partly be- 


cause of the legal right of all children of im- 


. migrants to be taught in- their mother 


tongue, often i in tiny classes. 


Limited : non-conformity 


Mr Husén is not the only one who reckons 
that schools could be a bit less dogmatic 
about equality. Sweden’s centre-right oppo- 


„sition politicians say that comprehensive 
schools have become dull under the heavy 
hand of central planning. They want Swe- 


den to test the sort of measures being pio- 
neered in Britain and the United States to 
allow schools to be different. The ruling So- 


cial Democrats are gingerly rising to the 


challenge. 

An education bill going throu,, 
the. Swedish parliament aims to de- 
volve some power from the central 
government. Regional governments 
are already responsible for much of 
the administration of schools: the 
new bill gives extra powers to munici- 
palities. The Liberal party spokesman 
on education, Mr Lars Leijonborg, 
does not think this will change much. 
It would be better, he says, to devolve 
power all the way to the schools. A 
typical Swedish headmaster is so little 
involved in the management of his 
school that he cannot even tell you 
how much his teachers get paid. 

Ideally, the Liberals and (conser- 
vative) Moderates would like to have 
a school voucher system where the 
money followed pupils. The Centre 
party, their ally on many other issues, 
disagrees. The rural people it repre- 
sents have gained most from comi 
hensive schools, which cost far more to run 
in sparsely populated places; These people 
fear (despite assurances to the contrary from 
politicians who support the reform) that 
vouchers might mean spending the same on 
each pupil. 

In the meantime, a more modest. ides 
that occurred first to the opposition is in- 














cluded in the education bill. One school in 


each municipality might be allowed to adopt 
a "profile", or special characteristic. For ex- 
ample, a school specialising in music might 
teach a few extra lessons in that subject each 
week. A copy. of American magnet schools? 
Heaven forbid, say officials, that a profile 


school should ever become a centre of aca- 
“demic excellence, and thus undermine the 


comprehensive principle. A better model i E 
the handful of Swedish schools which al- 

ready specialise in teaching things like ten- 
nis and skiing in addition to the normal 
curriculum. À maths and technology school 
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r battery is Mis being DUE by Hughes f Fart 
and geosynchronous orbits. Possible aces include idm sd: commu nications s oput ipie g 
more power than is available in currently used nickel-cadmium and nickel -hydrogen batteries. The new 
‘generation of batteries will use hot, molten sodium and sulfur to store energy. Sodium-sulfur batterie: 
provide 50-watt hours of power per pound, compared to 18-watt hours per pound available in nickel 
hydrogen batteries. 


- images reveale 11 Tariner as all as 151 nanometers, sende ate to ania tien 100 dune ge an 
atom. Usedasa fabrication tool, the focused ion beam can produce the structures required for ultra: 
small microelectronics. The technique, developed by Hughes, will be used in applications for ultra- 
 — small structures to produce improved microwave sources and amplifiers, faster integrated circuits, 

" higher speed photodetectors, and new "devices utilizing superconductive materials. | | 













UA new superprojector provides large-screen display of com] puter. data i in full color. Designated 

' Model 1000, the projector is designed for applications where real-time computer information must 
_ viewed by large numbers of people. High-intensity xenon arc lamps, combined with the Hughes- _ 
~ developed liquid crystal light valve, generate a display with resolution in excess of 1000 TV lines. D 
is seen crisply and clearly, through front or rear projection, in normal room light. The superpre ject 
compatible with virtually all currently available computer sources and is derived from sophisticatec 


Y color projection systems developed by Hughes for military command and control centers. 


i For more information write to: P. O. Box 45068, Los Angeles, CA 90045-0068 USA 
















ld sound too threatening. | 
Whatever happens, streaming will i: 
ffected. At the age of 14, Gustaf and In- 
get a bit of a shock. Having spent seven 
s in the same class, being taught that 
zare created equal, they suddenly take 
; and discover that Ingrid is cleverer. 
s years later, they must choose whether 
ontinue on a course towards university 
art to learn a trade. If all this sorting and 
iming has to take place eventually, does 
den's obsession with educational equal- 
ave any real impact? Yes, in. two ways. 













ng in their early teens. That is when 
‘pupils in. other countries are turned 
ucation because they are told that they 
unces. Second, in encouraging all 
des, even after they have been streamed, 
eep on with their general education. 

outh unemployment and the advance 
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closely at how they manage the transi- 
from school to work. In England and 
des, where most children enter the job 
ket when they reach the school-leaving 
ge of 16, the government has tried to keep 

























vorkforce and to equip them with market- 
ble skills. Sweden and bs Germany have 
th managed to keep almost all 16-year- 
ids in some form of education or training 
Or at least two years. The difference is that 
Jerman apprentices are based mainly in the 
'Orkplace, whereas their Swedish counter- 
arts spend most of their time at school. 


low it is done 

'irtually every 16-year-old in Huddinge, a 
mall town north of Stockholm, attends the 
luddingegymnasiet, one of Sweden' s "inte- 
rated upper secondary schools". Its 2,400 
ipils all study basic subjects like English 
nd Swedish. They also choose one of 16 
i lines of study, majoring either in a the- 
cal field like economics or liberal arts, 
in a vocational one like motor engineer- 


mem 


h time in the technical wings of the 
ol, stuffed with equipment for teaching 
ng from bread making to computer- 
mming. Áfter a lesson on how to set a 
stylishly in a smart hotel, catering stu- 
s disappear to the main school for an 
lish lesson, a language they will find use- 
| serving foreign guests. 

Mter two years at the vocational gymna- 
many teenagers continue training as 
tices in their first job. Most bosses 
ppy with what their recruits have 
t, but some complain that the simu- 
work which recruits do at school is a 
r substitute for real work experience. 
sden’s excellence. in engineering has 
ped it create some of Europe's most inter- 
tionally, ‘competitive. xni Asea- 








hnology have caused all countries to 


re- 16-19-year-olds out of the main. 


r nursing. Pupils studying a trade spend. 































Never too old to learn j 


snag in teaching engineering is how quickly 
expensive equipment becomes out-of-date. 
Huddingegymnasiet has an answer. lt is 
establishing a “technical centre" which 
hires out advanced equipment to nearby 
firms as well as using it to teach. The de- 
mand is there: the school is close to a big 
industrial area and to a research hospital. 
Other schools lack such useful neighbours. 

The Swedish government has decided 
that vocational students need more practical 
experience. It is about to make them extend 
their courses from two years to three, so that 
they can spend more time based with firms, 
without neglecting their general education. 
In West Germany, by contrast, several 
Lander governments worry that appren- 
tices, who spend up to four days a week with 
their employers, are not getting enough time 
in Berufsschule. In consequence, many Ger- 
man apprentices are now required to spend 
two days rather than one at school, and an 
increasing amount of time with their firms 
in practice workshops or classes rather than 
on-the-j | | ) 
wages of the apprentices on the understand- 
ing that they contribute to output—are 
starting to grumble. 

The Swedes and Germans differ less on 
the content of vocational training than on 
who should direct it. The Swedes regard vo- 
cational training as part of a youngster’s 
education. Even when they send pupils out 
to factories for longer, the schools will insist 
on directing their studies there. German em- 
ployers say that if the state tries to guess 
what apprentices need to know, it will get it 





wrong. That commonsense attitude has pre- 
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vailed in Germany for as long as anybody 
can remember—and produced good results. 
But as it becomes more important for work- 
ers to learn to think, write and add up rather 
than just how to use their hands, the pres- 
sure to spend more time in school increases. 
One compromise is for big German 
companies to spend more time running 
their own classrooms, and for small ones to 
club together to run training centres. But if 
apprentices spend less and less time on the 
shop floor, the state might eventually have 
to contribute to the cost of their training. 
And employers fear that once the govern- 
ment starts paying it will also want to call the 
tune. Reluctant as they will be to copy them, — 
Germans could benefit from watching the - 
Swedes closely as they try to bring school- 
based training more closely in touch with 


the world of work. 


The pay-off 

A sample of Swedish workers were recently 
asked whether they had taken part. in any 
form of education during the previous year. 
No fewer than 5896 of professional workers, 
54% of other white-collar workers and 43% 
of unskilled workers said yes. Around 
100,000 adults in Sweden are currently on 
university undergraduate courses, and 
160,000 are back at school A further 
100,000 each year go on retraining courses. 
But by far the most embracing form of adult 
study in Sweden is the informal study-circle, 
organised by voluntary. organisations. In 
1986-87 study-circles attracted 2.6m adults 
in a country of 8.4m people. Are the Swedes 
apt to overdose on learning? 

Some countries worry that they keep 
young adults at school and college too long. 
One reason West German bosses are reluc- 
tant to let their apprentices spend more time 
at school is because they reckon that would 
mean longer apprenticeships. As it is, many 
people do not start. apprenticeships until 
they are 18. The federal government, which 
runs the apprenticeship system; wants to 
avoid keeping workers as apprentices into — 
their early 20s. It frets too about how much 
time it takes university graduates to. enter 
the workforce: firms recruiting internation- 

ally might increasingly prefer newly quali- 

fed French or English graduates in their 
early 20s to the more expensive German 
ones who are five years older. 

But. the problem of the perpetual stu- 
dent should not be confused with the Swed- 
ish phenomenon of the recurrent student. 
Swedes are not shy to-enter the workforce: 
over 9096 of men and women aged 25-54 
work. Many of them sit in classrooms as 
well —mainly to refresh and update their 
knowledge. As a result, Sweden's well-edu- 
cated workers are among the most produc- 
tive in Europe—and the country's GDP per 
head is about ME times pines EEC average, 














Laughing it up in lighter-hearted days: Abe, Nakasone, Miyazawa and Takeshita 


Fresh Recruits for the scandal 


FROM OUR TOKYO CORRESPONDENT 


HE Japanese expect their emperor to be 
above politics, their politicians to be be- 
neath respect, and their civil servants to be 
beyond reproach. This week Emperor Hiro- 
hito, gravely ill with complications from 
pancreatic cancer, came closer to death than 






e has at any time since his medical crisis 
7 


gan on September 19th. Then he rallied. 
When he does die, the Japanese—who have 
been ruled by him for 67 years—will both 
feel a loss and embark on an important 
change; but they will have the consolation 
of reflecting on a life well lived. 

There will be no such consolation as 
they contemplate the behaviour of some of 
their other public servants, the ones in- 
volved in the Recruit financial scandal. This 
broke in July. It came out then that secretar- 
ies or relatives of people in high places— 
among them the prime minister, Mr Nobo- 
ru Takeshita, his predecessor Mr Yasuhiro 
Nakasone, the finance minister, Mr Kiichi 
Miyazawa, and the ruling party's secretary- 
general, Mr Shintaro Abe—had received 
cheap shares in Recruit Cosmos, a property 
subsidiary of a company called Recruit. 

By the latest count, 76 influential people 
got 1.2m shares in Recruit Cosmos before 
the company was floated on the over-the- 
counter market in October 1986. They got 
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the shares at bargain prices, knowing they 
could resell them for a huge profit when the 
company went public. Between them, the 76 
are thought to have made a gain of ¥2 bil- 
lion-4 billion ($12.6m-25.2m)—or an aver- 
age of $165,000-330,000 each—on shares 
they had held for only a few months. 

Sixteen of the people who received 
shares (or whose relatives or close associates 
did) are members of parliament, 12 of them 
from the ruling Liberal Democratic party. 
Surely wholesale resignations must follow? 
Not exactly. One Socialist, Mr Takumi 
Ueda, has resigned from parliament; but he 
has had no imitators, not even among other 
opposition members of parliament. And the 
Liberal Democrats? There is safety in num- 
bers. If one resigned because of Recruit, 
then all of those involved would have to go. 
That would clear out two or three genera- 
tions of potential prime ministers. 

The Japanese are usually not shocked by 
the easy intimacy of money and politics. Re- 
member that even the Lockheed scandal of 
the 1970s, which involved the flat bribery of 
a sitting prime minister by a foreign com- 
pany, failed to dislodge the Liberal Demo- 
crats from power. In the Recruit case crimi- 
nal wrongdoing on the part of politicians 


has not been alleged. What those 16 mem- 
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bers of parliament seem implicated in is in- 
fluence-peddling. 

Mr Hiromasa Ezoe, Recruit's former 
chairman (he resigned when the scandal sur- 
faced), is a self-made entrepreneur. He got 
far on his own efforts, but lacked the estab- 
lishment contacts vital for success at the 
higher levels of Japanese business. He seems 
to have been out to buy some status; and he 
was put on four government committees 
while Mr Nakasone was prime minister. 
Such influence-peddling is business-as-usual 
among Japan's politicians—albeit, in the Re- 
cruit case, on an unusually grand scale. 

The politicians have to peddle some- 
thing: like other things, politics costs a lot 
more in Japan than elsewhere. Mr Kazuo 
Aichi, an ambitious Liberal Democrat in his 
50s, reckons his fixed costs for office rent 
and staff (16 secretaries and five others in 
Tokyo and in his constituency) at ¥100m a 
year. That excludes the two secretaries and 
500 square feet of rent-free office space pro- 
vided by the state. But the big expenses are 
for political entertaining and what Mr Aichi 
calls "aid and support” for constituents. 

The individual politician or, if he is a 
Liberal Democrat, his faction (rather than 
his party) is responsible for fund-raising. By 
the official count, political groups raised 
¥144 billion ($1 billion) last year. The true 
figure, for a year in which there were almost 


no elections, was probably three times that - 


(which just about equals the $3 billion or so 
raised in the two-year period 1987-88 for ev- 
ery American electoral contest from dog- 
catcher to White House). The money raised 
through the Recruit business by politicians 
or their secretaries (who are responsible for 
the logistics of their bosses' money-gather- 
ing) would have gone into political funds, 
not to line their own pockets. 

Perfectly natural, the politicians there- 
fore say of the Recruit affair; but politics has 
nonetheless been winged by it. The man 
whose reputation has suffered most is Mr 
Miyazawa, the finance minister. He was 
named as a direct recipient of shares. Mr 
Nakasone, who was prime minister at the 
time Recruit's stock went public (and who 


would like another stint in the job), has 


been rallying behind-the-scenes support for 
Mr Miyazawa against opposition calls for his 
resignation. The finance minister is unlikely 
to go: Mr Takeshita still needs him to man- 
age the last stages of the tax-reform legisla- 
tion, which was starting to pass through the 
lower house this week. But Mr Miyazawa's 
clumsy handling of the charges against him 
has dashed his lingering hopes of becoming 
prime minister. 

The scandal might really explode if 
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there was a revelation that top politicians re- 
ceived shares intended not to buy influence 
in general but government decisions in par- 
ticular. The detonator could come in the re- 
cent disclosures that civil servants have also 
enjoyed Recruit's favours. 

This in itself has shocked Japan. No- 
body expects anything better of politicians. 
But civil servants? One reason they have cus- 
tomarily had more say than elected politi- 
cians over public policy is that they have 
been thought to put the national interest 
above sordid sectional and personal ones. It 


has never been that black-and-white, of 


course. But by any standards, especially 
Asian ones, Japan's bureaucracy is a model 
of rectitude. Imagine the disillusionment to 
discover that civil servants had their noses 
in the trough too—and for personal gain in- 
stead of campaign fund-raising. 

Possible crimes are involved: the civil 
servants who got shares held posts in minis- 
tries whose decisions affected Recruit's busi- 
ness. One is Mr Takashi Kato, a former vice- 
minister at the labour ministry. He did 
much to liberalise the temporary-employ- 
ment market: Recruit is Japan's biggest tem- 
porary-employment agency. Another is a re- 
tired vice-minister of education who now 
wants to stand for parliament, Mr Kunio 
Takaishi. He appointed Recruit's former 
chairman, Mr Ezoe, to two of his ministry's 
committees: Recruit publishes guides for 
would-be college students. Other suspected 
recipients include local government officials 
in several cities where Recruit companies 
have property developments. 

Now the scandal has touched Nippon 
Telegraph and Telephone (NTT), the tele- 
communications near-monopoly that the 
government is privatising in instalments. 
The company had been considered a fine ex- 
ample of public-sector probity. As Recruit 
diversified into telecoms (and so needed li- 
cences and circuits), its links with NTT tight- 
ened. Thirteen former top employees of NTT 
now work for Recruit. Former civil servants 
often join private industry when they retire 
(this is called amakudari, "the descent from 
heaven"). But 13 is a lot to descend on a 
smallish company like Recruit. 

The 13 include Mr Yasuhiko Hasegawa, 
who joined Recruit after being forced to re- 
sign from NTT because of another scandal. 
At least one NTT director, Mr Ei Shikiba, 
has been named as a recipient of Recruit 
shares. So has the personal secretary of Mr 
Hisashi Shinto, NTT's chairman—though 
there is no suggestion that Mr Shinto was 
implicated in any way. 

This giant company's involvement with 
Recruit could provide the most explosive 
political connection of all. NTT bought three 
supercomputers from America's Cray Re- 
search at a time when Mr Nakasone was be- 
ing pressed by the Americans to import 
more from the United States. Two of the 
machines were sold on to Recruit. Recruit 
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says it was cheaper to buy them second- 
hand; NTT says it charged a commission for 
carrying out the transaction. Some Japanese 
suspect Recruit made a lot of money on the 
deal at the same time as some NTT officers 
got their Recruit shares. The supercomputer 
deal mattered greatly for Japanese-American 
relations. If there was wrongdoing, it may 
well have involved very high people indeed. 

The details of these unseemly transac- 
tions will keep dribbling out: the public 
prosecutor's office, a decidedly independent 
group, has a criminal investigation going. 
Even if the Recruit business proves not to be 
another Lockheed, it is uncovering a serious 
ailment in Japanese politics. Money has 
made special interests powerful in American 
politics. In Japan their power has started to 
look overweening. Will the ruling party ever 
do anything about it? 





India 


The meaning of 
the word Haj 


FROM OUR INDIA CORRESPONDENT 


HE snap decision India made to stop 

the attempted coup in the Maldives, on 
the heels of its Sri Lankan intervention last 
year, shows the scale of its ambitions in 
South Asia. [ndia says it wants to preserve 
"regional stability". This is the sort of 
phrase that is used on such occasions. Trou- 
ble in the Maldives poses no threat to Indian 
security, of course; but Mr Rajiv Gandhi's 
government does not like the idea of coups. 


The week's events showed, impressively, 
that India has the means to impose its will. 

The prime minister came to know of the 
coup attempt at 8.30 on the morning of No- 
vember 3rd, when he received a telephone 
call from an aide of the Maldivian president, 
Mr Maumoon Abdul Gayoom. The first 
transport aircraft, carrying 150 paratroops, 
landed in the Maldives less than 14 hours 
later, having flown 1,700 miles from a bas 
south of Delhi. 

The United States, which had been i 
touch with Mr Gandhi, was happy for Indi: 
to fix things in the Maldives. A similar vie 
was taken by Russia and by Britain, the fo 
mer colonial power, which used to have a 
air base on Gan, the southernmost island o 
the Maldives. Having Mr Reagan, Mr 
Gorbachev and Mrs Thatcher cheering him 
on must have bemused Mr Gandhi. It is a lot 
better than the accusations he hears from 
Sri Lanka (see box on next page). 

The trouble in Sri Lanka, unlike that 
the Maldives, does threaten Indian security. 
Ever since 1983, when the Tamil campaign 
for a separate state on the island began in 
earnest, India has wanted the Sri Lankan 
government to give the Tamils a generous 
measure of autonomy. lt does not want to 
risk upsetting the 55m Tamils who live in 
the southern Indian state of Tamil Nadu, 
which in the 1950s had a strong separatist 
movement, called the Dravida Kazhagam. 
Although this movement failed, one or 
other of its more legitimate offshoots, the 
Dravida Munnetra Kazhagam and the All- 
India DMK, has been ruling Tamil Nadu con- 
tinuously since 1967. 

The Sri Lankan government did offer 
its Tamils a good whack of autonomy, and 















The coup's ringleader, led off under India's watchful eye 
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FROM OUR SRI LANKA CORRESPONDENT 


| 
i 
| OREIGN tourists were advised by 
the Sri Lankan government this 
| week to go home. The place is unsafe. 
| This will be no surprise to people who 
| wonder why anyone should choose a 
country at civil war for a holiday. But un- 
| til now the palm-edged beaches of the is- 
land's south-west coast have been un- 
touched by the troubles of the north and 
east, where Tamil guerrillas are fighting 
for a separate state. Now the holiday 
-. | coast is endangered, not by the Tamils, 
fl but by the anti-Tamil reaction: a group 
of extremists drawn from the country s 5 
majority, the Sinhalese. 

The group, which is known by its ini- 
tials vp, for Janatha Vimukti Peramuna 
(People's Liberation Front), preaches 
revolutionary Marxism. Ít tried an insur- 
rection in 1971, which was put down by 
the government of Mrs Sirimavo Ban- 
daranaike, helped by India. It has re- 
vived, and has confusingly mixed its 
Trotskyism with bloody nationalism, 
since last year's signing of the Indian-Sri 
Lankan accord on the Tamil question. 

The Indian soldiers who came to the 

| island to enforce the peace between 
| Tamils and Sinhalese are servants of im- 
| perialism, according to the Front. Presi- 
dent Junius Jayewardene and his minis- 
ters are “traitors” for allowing the 
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the Indians sent a military force to the island 
last year to back up the offer. When the 
Tamil Tiger guerrillas refused to accept the 


deal, Mr Gandhi did not hesitate to send In- 


dian troops into battle against them. They 
re still there, killing Tigers and getting 
_ tilled. They must feel envious of their com- 
 rades' short, sharp campaign against the 
Maldivian would-be coup-makers. 
Back in 1971 India intervened in the af- 
fairs of another of its neighbours, East Paki- 


stan. That country, which is now Bangla- 


desh, was then in a state of civil war with the 
western portion of Pakistan. Some 9m East 
Pakistanis, mostly Hindus who feared per- 
 secution from the Muslims of their home- 
land, had fled into the adjoining Indian 
state of West Bengal. West Bengal was des- 
| perately pc poor and could hardi y sae itse elf, let 





No place for sunbé 


rest that the government will be unable 
_ to bring peace to the island, and the gov- 


| power cuts and paralysed transport. Now 
8,000 foreign holidaymakers, one of the 
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Indians in. Since the Indian intervention 
the JVP's military wing has killed more 
than 500 government supporters, off 
cials and members of the security forces. 

The government lifted the ban on the 
JVP as a political party, hoping it would 
emerge from the underground and join 
the democratic process. The move failed, 
as have a series of other concessions 
aimed at blunting the extremists' appeal 
to Sinhalese: special aid for the south, 
the release of detainees, the announce- 
ment of a date for a new presidential elec- 
tion, the selection of an anti-accord 
presidential candidate, finally the offer of 
a parliamentary election too. 

The Front's aim is to create such un- 


ernment's candidate will be defeated in 
the presidential poll on December 19th. 
It is working. The government is getting 
the blame for the chaos caused by the 
Front: the food and fuel shortages, 


country's few remaining sources of for- 
eign exchange, are going home, most of. 
them. Even the stalwart ones who stay 
may find their holidays ruined. Most 
members of the hotels' staffs have been 
frightened away. 


Sri Lanka and Bangladesh have no 


ande 


option but to acknowledge its strength. The 
- réal test of India's aim to be the regional su- 
. perpower will be how it handles Pakistan. 





o 
Guns, God and 
grubby polls 


FROM A CORRESPONDENT IN ISLAMABAD 


HE rattle of rifle-fire over the heads of 

the crowds is serenading the build-up to 
Pakistan's polling day on November 16th. 
The campaign, so far untainted by questions 


. of policy, is sinking lower than ever into 


scuffles and personal slurs. Pakistanis are 
hoping only that the Kalashnikov-bearing 
| youths do not lower their sights too. 


‘Those firing their rifles seem to be 
morti supporters of the Islamic Democratic 


Alliance (iA). This is:‘made up of the Mus- 
lim League, which the dead President Zia 


had brought to power, and a collection of . 
.. the Bhutto family’s enemies, Those ducking. - 


-have so. far mainly been from the Pakistan 


: Tt rival candidate will be we ace to: 


_ peal. Either way there will be confusio | 
probably, trouble at the polls. 


— has backed identity cards. This sharpe 








Is Nusrat un-Islamic? 


People's party (PPP) of Mrs Nusrat Bh 
and her daughter Benazir. Their party 
ger to persuade the establishment th 
would be a respectable government. 

The race is close, as are the two sid 
social composition and ideology. M 
Bhutto has abandoned the left-wing po 
lism that brought her father to power. Bot 
parties are dominated by land-owning fam- 
ilies; some families have members in bot 
camps. Both profess backing for Zia's pro- 
market economics, and hostility for Russia’ 
now-waning presence in Afghanistan. Th 
PPP's lanced géntry tend towards the west 
ern ew the secular; its rivals lean towar 
Zia's policy of Islamisation. One partner in 
the IDA is the small but disciplined Jamaat- 
Islami fundamentalist party, which will de 
mand more Islamic laws. 

Religion gives the alliance some poli 
mileage. Ir: the latest in a seríes of court bat 
tles, three conservative newspaper edi 
are asking the federal sharia (Islamic 
court to rule that candidates must be exam 
ined on their Islamic "knowledge and 
dentials". They say they know of un-Islam 
doings by 59 politicians; IDA placards sho: 
1975 photo of Mrs Nusrat Bhutto weari 
an off-the-shoulder evening dress as s 
danced with President Gerald Ford. 

The ppp has won a more substantial 
in the Lahore high court, which gran 
petition against the requirement that vc 






























lenge them). The government says it wi 


Acting-Président Ghulam Ishac 


suspicions of the ppr that he is making 
for his future. He has to face re-elect 
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the new national and provincial assemblies. 
If the parliamentary election gives neither 
. side an absolute majority, Mr Ishaq must 
_ choose the prime minister, who then has 60 
days to assemble a majority. A sour observer 
remarks that, given two months with a 
. prime minister's patronage, a camel could 
. find a parliamentary majority. 

= The People’s party suspects that Mr 
Ishaq, a bureaucrat who was close to Zia, will 
try to get the Alliance to form the next gov- 
ernment so that it can vote him back into 
- power. The ppp therefore wants parliament 
to elect the president before a new prime 
minister is chosen. Curiously, it too is woo- 
ing the president. Mr Ishaq, a top defence 
ial when Zia deposed Miss Bhutto's fa- 
ther in 1977, is said to have supported that 
coup. No matter, says the People's party: he 
would make a lovely president. 
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‘South Korea 


| remember you . 


{MHANG SEH DONG can still bring a 
shudder to South Koreans, even 
though he is no longer head of the Agency 
for National Security Planning, otherwise 
known as the secret police. Mr Chang ap- 
peared on South Korean television on No- 
vember 7th to defend his record. His perfor- 
mance had the appeal of a horror movie: it 
attracted more Korean viewers than the 
Olympics did. 

__ This is revenge time in South Korea. 
The parliamentary committees appointed to 
investigate the iniquities of the previous re- 
gime are turning over new and ever bigger 
stones. The one they lifted this week was the 
Ilhae Foundation. Its purpose is obscure but 
it is believed to be extremely wealthy. Mr 
Chun Doo Hwan had planned to direct the 
foundation when he stepped down as presi- 
dent last February. 

.. The parliamentary investigators believe 
that the foundation's riches came from busi- 
nessmen in return for government favours, 
or were simply extorted on the ex-presi- 
dent's behalf by Mr Chang. Either method 
stinks, but it was clear from the 14-hour 
grilling given to Mr Chang that, as far as the 
parliamentarians are concerned, he smells 
the most. One member of parliament who 
had been jailed during the Chang era called 
him a devil. A devil! If what is alleged against 
Mr Chang is true, people were once tor- 
tured for such insolence. 

.. Although Mr Chang was the star per- 
former, the person the opposition-con- 
trolled parliament is really after is the former 
president. Nine members of the Chun fam- 
ily are either in jail or under investigation 
for suspected embezzlement. His critics want 
at least a public apology from the former 
president for his alleged misdeeds. This he 
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My word, says Chang 


has refused to give—although, according to 
one report, he is prepared to hand over 
much of his personal fortune to charity. 

Mr Chun is an embarrassment to his 
successor and former chum, President Roh 
Tae Woo. The ex-president has reportedly 
been trying to see President Roh, but the lat- 
ter has conveniently been away on foreign 
trips. Mr Roh is assumed to have given per- 
mission for this week's investigation to be 
televised—the first time an investigation has 
been shown from start to finish—in order to 
prove that he is not trying to shield Mr 
Chun. In doing so Mr Roh has helped his 
own popularity, if only for giving a spark to 
the country’s normally dull state television. 

Now the investigators are going to try to 
get at the truth about the Kwangju massa- 
cre, in which at least 200 people were killed 
in 1980 while demonstrating against the 
Chun government. This too will be tele- 
vised. Absenteeism is rising, but suppliers of 
television snacks are doing well. 





Afghanistan 


Mostly bluff 


\ \ JITH only three months left to save 

what they can in Afghanistan, the 
Russians are making one last heave. They 
have brought in more powerful weapons, 
and bombed the guerrillas who were threat- 
ening a big city. Last week they said they 
were suspending their pull-out. They have 
not changed their mind about going; but 
they want to do it with dignity, leaving their 
friends safe behind them. 

By August 15th the Russians had with- 
drawn half of their 115,000 or so troops. 
Under the agreement made in Geneva they 
have until February 15th to shift the rest 
out. They were expected to start the second 
half of the withdrawal this month. But on 
November 4th a Soviet deputy foreign min- 
ister, Mr Alexander Bessmertnykh, said the 
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pull-out had been temporarily suspended. 
The Russians suggest they are delaying be- 
cause their guerrilla opponents are still get- 
ting weapons from Pakistan. 

Russia is probably keener on intimidat- 
ing Pakistan than on breaking the Geneva 
agreement, which Mr Bessmertnykh insists 
his country respects. In the same glowering 
spirit the Russians have given the Afghan 
government some Scud long-range missiles 
(which they paraded past the American em- 
bassy in Kabul). The Pakistanis complain 
that the Afghans are sending bombers over 
their territory, one of which they shot down 
on November 3rd. The Scuds, they say, 
could hit their cities. 

The Pakistanis are not playing scared. 
But the Afghan government may be reas- 
sured, by the missiles and by the other help 
it is getting. The Russians moved about 30 
powerful MIG-27 aircraft into Afghanistan in 
late October, and used them and Backfi 
bombers from Soviet bases to attack guerr: 
las near the southern city of Kandahar. The 
Russians evacuated the place in August, so 
this breaks their promise to fight only in de- 
fence of their own forces. 

Russia would be worried if the Afghan 
government lost Kandahar. The war has cut 
its population from 250,000 to a tenth of 
that. But it still has symbolic importance. 
The guerrillas sit all around it. Government 
troops now hold little more than the airport 
and the city centre; they may fear that they 
will soon be driven out altogether. On No- 
vember 3rd the rebels seized Tor-kham, an 
Afghan border post, near the Khyber pass, 
which controls the lucrative trade with Paki- 
stan. But no big city has fallen, and it would 
embarrass the Russians if one did. 

The Russians have not yet given up 
hope of engineering a coalition between 
their Afghan allies and their guerrilla ene- 
mies. To do that, they need to convince the 
resistance that the government will be 
force to reckon with once it is left on its ow.. 
next February. It is hard to make that prop- 
osition credible, harder vet to sell the idea of 
a coalition to the Afghan communists. They 
were supposed to produce some ideas of 
their own from a much-delayed Central 
Committee meeting on October 19th. 
Nothing new came of it, despite the arrest 


beforehand of at least 17 dissidents. 





New Zealand 
He's going too far 


FROM OUR WELLINGTON CORRESPONDENT 


Te free-market policies of New Zea- 
land's Labour government have divided 
it to the point where either the prime minis- 
ter, Mr David Lange, or his finance minis- 


ter, Mr Roger Douglas, may have to resign. 
Trouble has been brewing between the 
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Rich carrarà marble reflects the sparkle 
of crystal chandeliers, while fine wood 
panelling adds a unique warmth and - 
character. | 

In the lift lobby an antique tapestry 
hangs with graceful dignity as an intricate 
tribute to times past. 

Old world charm and modern 
amenities that satisfy the requirements of 
today's traveller. Luxurious _ 
accommodation. The exclusive Executive 
Floor. State-of-the-art facilities. The 
comprehensive Business Centre. Some of 
Singapore's most highly rated restaurants 
and the discreet, yet friendly and attentive 
service you expect in a deluxe hotel. 

Elegance that’s hard to find and 
appreciated by the discerning traveller 
who visits Singapore. 


Free valet parking. 


16 Nassim Hill, Singapore 1025. Telephone: 7321222 
Telex: "CPSSIN" RS 24817 ERS 33545 

Teiotax: 7322222. Cable: "CENPARK" SINGAPORE. 
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OPTACIS wa proprietary product of Cargill Investor Services ine.. a wholly owned but indep 
managed subsidiary of Cargill Inc. CIS is a leading international broker in futures and options. » 
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London Portfolio Guaranteed Company I Ltd. is an 
important new international investment fund . 
offered by London Portfolio Services plc (k 
The Fund is registered in Bermuda. Its objective i 
to achieve a high rate of return through trading 
international futures contracts. . e 

Capital Guarantee A major international bank. 

guarantees to the Fund the return of an amount e 
to the initial invested capital when the Fund matures i 
January 1994. mE 


à Strategic Investment Futures funds are seen as an 
important complement to equity investment. À 
particular feature of these funds is the ability to make 
money on falling as well as rising markets. Many futures: 
funds, for example, made excellent profits in the final - 
quarter of 1987, which was so disastrous for equities, 
Through the international futures clearing broker, Cargill 
Investor Services Inc. (CIS), and the expertise of LPS in 
guaranteed funds, the new Fund offers highly professiona 
access to this key investment sector. | 
$ Rigorous Selection of Trading Advisors LPS and. 
CIS have employed the OPTACIS™” program, à. 
proprietary advanced computer system for the selection 
of futures investment advisors. While past performance 
no guarantee of the future, OPTACIS*" has selected a | 
combination of Trading Advisors showing an historical 
compounded average annual rate of return on a profon 





Company I Ltd. 





$ No Sales Charge Substantially all investors. capital 
is put to work. Minimum investment $30,000. < 





An investment offering sponsored by: 

London Portfolio Services plc 
|. 101 Neptune House, 

Marina Bay, Cibraltar, 

Tel: (350) 79120, 

Fax No.: (350) 78428, Tix No.: 2378 GETGK 

This advertisement does not constitute an offer to sell share 

Applications for shares in London Portfolio Guaranteed Com 

1 Lid. will only be considered on the terms of the Prospectus 

For further information and a copy of the Prospectus, please 

contact LPS direct or fil in the coupon. 





Please send a Prospectus to: 
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Address. LL 
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m of office in August 1987 

rm Mr Douglas had pursued a policy of de- 
:gulating the economy, squeezing out infla- 
n, slashing subsidies and broadening the 
base. Although all this was not entirely 
Mr Lange's taste, it promised a rosy fu- 
re for what seemed like remarkably little 


ts of tax money, which paid for both a 
naller deficit and bigger spending by the 
oracious health, education and welfare 
“partments. | 
© Looking back, that first term must seem 
like a golden age to both men. Recession has 
ow started to bite——GpP fell by 2.3% in the 
vancial year to March 1988, and it is ex- 
cted to fall by almost as much this year. 
Ithough Mr Douglas's tight-money policy 
inflation to an annual rate of 3.6% for 
ast quarter, unemployment is now 
76. Worse, the government is facing the 
ihappy novelty of being well behind in the 
inion polls. | 
_ Mr Douglas has been unrepentant. He 
inks that to slow down the reforms will 
ly delay the pain—and almost certainly 


lina 


OM OUR CHINA CORRESPONDENT 


EN will China’s slowing economic 
- V reforms come to a halt—and then go 
hto reverse? The question ought to be both- 
ering the foreign investors whose profits de- 
nd on a liberal Chinese future. They are 
likely to be reassured by China's modern- 
y mandarins, who like to answer with eva- 
n or bluster. 
The government's spokesman has de- 
d: “All the contracts and agreements 
ched between China and foreign firms 
be honoured. All projects of co-opera- 
and joint ventures will be carried out." 
other words, there will be “a policy — 
rotection" for foreigners. Reality 
less comforting: in Guangdong 
nce alone at least seven (some 
es say 13) hotel joint-ventures 
€ been abandoned in the past 
h. In all, more than 100 joint 
tures throughout China have 
scrapped. 
The foreigners matter not be- 
se of their numbers: 12,400-odd 
tures involving foreign money do 
dd up to much in a country 
re there are 400,000 loss-making 
e-owned enterprises. But the for- 
ers bring fresh ideas (including 
novel one of profit and loss), bet- 
anagement and technology, and 
ign-exchange earnings. No won- 
the Communist party chief, Mr 
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1987. In the first 


iin. The Douglas reforms were bringing in | 





- cost Labour the next election, due in 1990. - 


Mr Lange, rather vaguely, wants a breathing 
space. Because Mr Douglas has the ideas, he 
has been able to carry the cabinet. 

On November 5th Mr Lange sacked Mr. 
Richard Prebble, his minister in charge of 


privatisation, ostensibly over a dispute 


about the best way to sell off NZ$2 billion 
($114 billion) of state assets. The real reason 


was that Mr Prebble was an ally of Mr Doug- 


las. Mr Prebble's sacking hardly provides Mr . 


Lange with a solution to his big problem: 
what alternative can he find to Mr Douglas's 
policies? The government will face a nasty 
old-fashioned spending crísis early next 
year. The current year's financial deficit be- 
fore asset sales (which both Mr Douglas and 
Mr Lange favour) will be kept to around 296 


of GDP only with the help of some one-off 


revenue enhancements. 

If Mr Lange wants to keep spending at a 
pleasantly fast clip, he will have to increase 
taxes or the deficit. Mr Douglas is dead set 
against either. Unless a deal is put together 
the departure of one man or the other looks 
likely, and with it another blow to Labour's 
re-election prospects. 


ligh-pressured, but out of steam 


Zhao Ziyang, is so keen on his "gold coast" 
of 14 "open cities" and five "special eco- 
nomic zones". Tax incentives and cheap la- 
bour in China's coastal regions are sup- 
posed to attract foreign investment and 
ignite an economic boom that will spread to 
the hinterland. :. 

So much for theory. Practice has meant 
sharply rising prices as companies com pete 


for inputs and consumers compete for 


goods; both inputs and goods are made all 
the scarcer by different rates of growth be- 
tween more and less regulated parts of the 











country and more and less state-controlled 
parts ofthe economy. — — 

In China's big cities prices are now at 
least a third above their level a year ago. 
This year, economic growth may be Asia’s 
fastest: industrial output for the first nine 
months was 171296 above that for the same - 
period last year. The distortions are becom- 
ing unsustainable. Inflation is imposing a 
cruel tax on the 80m people in the poor inte- 
rior provinces who are officially considered 
malnourished, and on the urban workers 


who have to make do with fixed wages from 


their state-owned factories while free-market 
peasants prosper. 

The right solution was prescribed long 
ago by the logical economists who ran the 
great postwar economic miracles in West 
Germany and Japan: instantly free all prices, 
mercilessly control the money supply, and 
keep your currency undervalued, China’s 
own economists toe the line of their politica! - 
masters, who (like their even more back 
ward Soviet counterparts) predict chaos if 
prices are suddenly and totally freed. The 


government instead creates chaos by issuing 


decrees: to ban official luxury, freeze state- 
controlled prices of "essential goods" for 
the next two years, crack down on corrup- 
tion (not least by “racketeers” who sensibly 
exploit the nonsensical gap between con- 
trolled and free prices), limit credit (espe- 
cially at the provincial level) and reduce gov- 
ernment investment in fixed assets by 20%. 

The remedy will cure little, partly be- 
cause ten years of economic reform, includ- 
ing the growth of the “gold coast”, have 
sucked the powers of economic decision- 
making away from Beijing. What has hap- 
pened with foreign investment is one sign. 
Direct foreign investment in the first half of 
this year (before the reforms were slowed 


down) amounted to $2.1 billion—in those 


six months alone almost a tenth of the $22.9 
billion accumulated during the previous 
nine years. Total foreign investment, includ. 
ing loans from foreign governments and the 
World Bank, now exceeds $65 billion. 
|. — The main reason for the spurt is 
_that provinces and cities have been 
- free to make their own deals, directly, 
-with foreigners. They have been do- 
ing so enthusiastically. As the govern- 
ment in Beijing tries to get a grip on 
the profligate provinces, the foreign- 
ers worry about how short their raw 
materials, local credit and foreign ex- 
change are going to be. Is this, they 
ask, the promised "policy of protec- 
tion" : for foreigners? The deeper- 
thinking foreign investor in China 
(and Russia, if it ever gets this far) will 
be worrying about something else. 
Will reforming communists ever un- 
derstand the lessons taught by West 
Germany and Japan after the second 
world war? | 
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Up to date rate of interest available by telephoning Bank of 
Scotland, Jersey 0534-39322. 

Simply complete the coupen and enclose your cheque. An 
acknowledgement of your deposit will be sent by 
return and your cheque book will follow a few 





Are you looking for an offshore 
account based in Jersey offering- 
Q High Rates of Interest 

@ No notice of withdrawal 


@ A cheque book facility 

@ Interest paid gross (tax free) 
A Money Market Cheque Account 
with Bank of Scotland and Bank of 
Scotland (Jersey) Ltd provides 

that and more ... l 

@ Deposits accepted in Sterling or US$ 
@ Minimum deposit is £2500 or 

US$5000 - 
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What does he mean for Business? - 





ever has it been more vital to look behind the news 
N for the profit implications. 

The international operating environment is changing 
faster than ever before. Our experience shows that more 
than half of an international company’s revenue and 
profitability is determined by external factors beyond its 
direct control. 

Our mission at Business International is to give you 
the information, advice and contacts your company 
needs to stay ahead of events. 

Business International's specialists, located in 75 
countries, provide decision support on markets 
worldwide. 

Major companies, governments and international 
agencies consult Business International to help keep 
themselves informed and competitive. 

Our services range from practical briefings on busi- 
Á ness customs and conditions country by country, to cus- 
tomized research designed to sharpen the business 
development planning of our leading international 
clients. 

To find out what we can do for you, please contact us 
at any of the addresses below: 


EA 


Gail Gunn Jennifer Bird Sam Moon 
40 Duke Street 215 Park Avenue South 11/F Mount Parker House 
London W1A 1DW New York. New York Cityplaza, Taikoo Shing 
England 10003 USA Hong Kong 
Tel: (01) 493 6711 Tel: (212) 460 0600 Tel: 852 5 67049] 
Tix: 266353 Tix: 175567 Tix: 74364 
Fax: (01) 491 2107 Fax: (212) 995 8837 Fax: 852 588 53279 
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The triumph of ideology over 


competence 


WASHINGTON, DC 


Twelve years ago, when Presi- 
dent-elect Carter refused his re- 
quest to stay on as director of 
central intelligence, Mr George 
SF Bush took the decision to run 
for president instead. He is a determined 
o- For four years he was an outsider, 
truggling to be taken seriously by the party; 
for eight years he was an insider, struggling 
to be deemed worthy of the Reagan mantle. 
But he never stopped running. On Tuesday, 
at the age of 64, he rèached his goal. It was 
the first time he had won an election, in his 
own right, in anything larger than a congres- 
sional district. 

Mr Bush won the support of 5496 of 
those who voted, to Mr Dukakis's 46% 
Even so, Mr Dukakis won a bigger share of 
the vote than either of the two Democrats 
who faced Mr Ronald Reagan. He won a ma- 
jority in ten states and the District of Co- 
lumbia, to give him a total of 112 electoral 
votes; Mr Bush won 426. (Presidents are 
picked not by direct popular vote but by 
each state's “electors”, equal in number to 
its senators and congressmen combined, 
who cast their ballots for the candidate who 
carries that state.) In a parliamentary sys- 
tem, the election would look like a small 
swing away from the incumbent Republi- 
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cans. After all, with the exception of Mr 
Dan Quayle, the main characters will have 
little change in their places of work. Mr 
Bush returns to the White House, Mr Lloyd 
Bentsen to the Senate and Mr Dukakis re- 
sumes his governorship of Massachusetts. 
The closing stages saw a small swing to- 
wards the Democrat. In the last few days Mr 
Dukakis crossed the continent several times, 
stopping on election night in Des Moines, 
lowa, for a rally at 4am. He then went 
straight to a rally in Detroit before going on 
to Boston, where, between power-walking 
outings, he gave a series of interviews by sat- 
ellite to television stations across the coun- 
try. Thus tumbled one of the last civilised 
traditions in presidential elections: that no 
campaigning is done on election day itself. 
Mr Dukakis's new populist 
message—on the side of the little 
guy—seems to have done him some good. 
The night before the election, both teams 
made their biggest single outlays of the 
whole campaign—several million dollars 
each—for television “roadblocks”: half an 
hour each of prime time on all three net- 
works to sell their message. Mr Dukakis 
tried to appeal to the head, answering ques- 
tions from ordinary people about the issues 
that have come to matter, including those 


raised in Mr Bush's attacking commercials. 
Mr Bush used his half hour to appeal to the 
heart. He showed mostly soft-focus pictures 
of his many grandchildren or of schoolchil- 
dren reciting the pledge of allegiance. 


At the end of a campaign that was domi- | 


nated by trivial charges and counter-charges 
(giving Mr Bush, it has been said, more of a 
mudslide than a landslide), it is hardly sur- 
prising that turnout set a new and dismal 
record. Only 50% of the voting-age popula- 
tion is reckoned to have gone to the po 


despite all sorts of encouragement from . 


broadcasters who see it as their duty to urge 
participation. 


Lincoln’s heirs, Dixie’s heroes 


The regional pattern shows how much the 
parties have changed places. Mr Dukakis 
did best in the north, not just the north- 
east. Apart from Hawaii, he won only states 
within a few days’ march of the Canadian 
border. Mr Bush, by contrast, did best in the 
south. Roughly speaking, it provided the 
margin of his victory. Without it, he would 
have won by the razor-thin majorities he 
gained in California, Illinois and 
Pennsylvania. 

All across Dixie, he won handsomely: 
by 22 points in Florida, by an average of 16 
in the upper south (Kentucky, Virginia, 
Tennessee and North Carolina) and by an 
average of 20 in the deep south (Mississippi 
to South Carolina). Plainly, the populous 
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south, not the Rocky Mountain west, is now 
the Republican stronghold. Only in the 
scarcely populated states of Arizona, Wyo- 
ming, Idaho and Utah (which between them 
have two fewer electoral votes than the 
Carolinas) did he achieve a lead in double 
figures, though in Idaho and Utah he won 
nearly twice as many votes as his opponent. 

Thirty years ago the deep south could be 
relied on to vote Democratic just as surely as 
the north-east was once Republican. Now 
the two parties have changed position. The 
party of Lincoln, at least in presidential 
races, has a grip on the old Confederacy that 
could perhaps be loosened only by a south- 
ern Democrat. 

Mr Bush spent much of the campaign 
appealing to issues close to the southern 
heart: patriotism, defence and a tough ap- 
proach to crime. Crime, say the Democrats, 
was a code word for race, which helped to 
lure those in the south who are still quietly 
nostalgic for the days of segregation. The 
Democrats say that equation was made in 
many minds by the commercials that 
blamed Mr Dukakis for a black man let out 
of a Massachusetts prison on weekend leave, 
during which he raped a white woman. 

Since most of the south is enjoying at 
least as much economic 
growth as the rest of the 
nation, it had few rea- 
sons to turn its back on 
the party of President 
Reagan. Even in those 
states where the collapse 
of the oil price has left 
southerners newly poor, 
Mr Bush was able to win 
easily. In his (occasional) 
home state of Texas, 
where voters were easily 
persuaded that Mr Duka- 
kis might take their guns 
away, the margin was 
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12%. In Arkansas, where the state Republi- 
can party is embryonic, his only worry was 
that all the Bush supporters would be out 
buck hunting on election day, the season 
having just opened. Even in troubled Louisi- 
ana, he won by ten points. 

In the farm belt and the more populous 
states of the Rockies, Mr Dukakis did better 
than any of his predecessors since Johnson. 
He kept Mr Bush to narrow victories in the 
heavily Hispanic states of Colorado and 
New Mexico. He did well in South Dakota 
and Montana. He came within an inch of 
taking Missouri and carried Iowa by ten 
points. The old Republican loyalty of the 
west and Midwest has been eroded by the 
damage done to farming by the surplus pro- 
duction and low prices of the 1980s. 

The farm issue helped in Minnesota and 
Wisconsin, which Mr Dukakis won with sur- 
prising ease. This is the one area where Mr 
Dukakis's perceived softness on defence was 
little handicap: among the German-Ameri- 
cans and Scandinavian-Americans of the 
upper Midwest, weapons have little allure. 
But Mr Dukakis failed to win any of the big 
industrial states of the Midwest. Mr Bush 
won easily in Ohio and Michigan, states that 
a few years ago were unhappy with Mr Rea- 
gan as their industries 
rusted away. 

The vice-president 
won by narrow margins 
in Illinois and Pennsylva- 
nia, two states that might 
have gone for Mr Duka- 
kis had enthusiasm for 
him among the blacks of 
Chicago and Philadel- 
phia run a little higher. 
Turnout was low in these 
cities. Many blacks are 
still sore about the treat- 
ment of the Rev Jesse 
Jackson. Likewise, Mr 
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Dukakis might have carried Maryland but 
for a low turnout in mostly black Baltimore. 
In this east-central region, only West Vir- 
ginia, poor and traditional, stayed with the 
Democrat. 

Mr Dukakis won the most populous 
states of the north-east. It is his home region 
and he has addressed himself to issues that 
the largely urban people of the north-east 
understand: the environment, education, 
health care, the homeless. Mr Dukakis is 
said to have won the support of four out of 
five people concerned about health care, 
just as those concerned with defence fa- 
voured Mr Bush by a similar margin. 

On the west coast, where the two candi- 
dates had spent so much time, the outcome 
was close. Mr Dukakis carried Washington 
and Oregon, where his professed concern 
for the environment was a boon. But Mr 
Bush narrowly carried California, the big- 
gest prize of all. It is the first time since Cc 
lidge that California has voted for a Repu 
lican ticket that lacked a favourite son. 


Reagan Democrats go home, mostly 


ABC News asked 95,000 voters about their 
votes and their views as they left the booths. 
These polls showed the electorate splitting 
along predictable demographic lines. On av- 
erage, the rich voted for Mr Bush, the poor 
for Mr Dukakis. Women voted for Mr Du- 
kakis, men for Mr Bush. Blacks voted for Mr 
Dukakis, whites for Mr Bush. Born-again 
Christians favoured Mr Bush, Catholics Mr 
Dukakis. The college-educated favoured Mr 
Bush, the less educated Mr Dukakis. Mr 
Bush won the suburbs and the countryside, 
Mr Dukakis the inner cities. Those in their 
late 20s gave Mr Bush his biggest margin. 
The old came closest to voting against him, 
reflecting Democrat-stirred fears that he 





Gracious in defeat 
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Reagan Democrats. In most states Mr Duka- 
kis brought them: back to the Democratic 
camp by a narrow margin, after their flirta- 
tion with the Great Communicator. Most of 


ush made a hit with the young. He 
er among the 18-24 year-olds than 
lid Mr Reagan in 1984 (although he did not 
win a majority of them), and he scored well 
among the (older) baby boom generation. 
This may partly vindicate his choice of the 





41-year enator Dan Quayle as his run- 
ning-mate, a choice designed to appeal to 


baby-boomers. The exit polls seemed to 
how that the controversies about Mr 
.. Quayle’s education, military service and 
gaffe-prone performance on the campaign 
trail could have been serious had the elec- 
tion been close but did not, in the event, 
matter much to the Republicans: about 1096 
of those asked mentioned Mr Quayle as 
“very important" to their decision, and 
most of them voted for Mr Dukakis. 

Mr Bush tried to make this an election 
about ideology; Mr Dukakis about compe- 
tence. Yet more than any other personal is- 
sue, experience was important to the voters, 
and those voting on the basis of experience 
chose Mr Bush by two to one. Those who 
wanted a president who cares about people 
(the next most popular characteristic), 
chose Mr Dukakis by nearly ten to one. 

Senator Lloyd Bentsen, who, having 
failed to become vice-president, returns to 
his job as chairman of the Senate Finance 
Committee with his reputation enhanced, 
hinted before the election at trouble for Mr 
3ush with Congress. He said that negative 

^ campaigning gives the victor no mandate 
and implied that it would not be the White 
House but Congress, still firmly in Demo- 
cratic hands, which would set the agenda for 
the next few years. Senator Bob Dole has ad- 
mitted as much. And Mr Bush may sense it. 
In his victory speech in Houston, he said he 
would do "his level best to reach out and 
work constructively” with Congress. In a 
press conference the next day he said more 
diplomatically than truthfully, “I don’t 
think I was particularly in a Congress-bash- 
ing mode for most of the campaign." 


Baker’s reward 


Mr Bush now begins the task of replacing 
Mr Reagan’s administration with his own. 
The day after his victory he was careful to 
warn the members of the administration, 
many of whom would like to keep their jobs, 


— 7. that he will bring in "a brand-new team of 


people”. He announced the first appoint- 
nt to his cabinet: Mr James Baker will be 





secretary of state. And he named the two 
chairmen of his transition team: Mr Craig 
Fuller, his present chief of staff, and Mr Bob 
Teeter, his campaign’s chief pollster. His 
general counsel, in the transition and the 
White House, will be Mr Boyden Gray. 

Mr Dukakis was gracious in his conces- 
sion speech, given shortly after the polls 
closed on the west coast. He mentioned 


none of the complaints about the distortion | 


of his record that his aides are already blam- 
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ing for the defeat. His speech in Bost 


interrupted by chants of “92! 927". 
serve two more years as governor anc 
run for a fourth term in 1990 if he wi 

In the Democratic camp, the recrir 
tion begins again. Paradoxically, a bigg 
feat would have produced less blood 
The outcome was close enough to convi 
Democrats that they could have won wit 
better candidate. Certainly, Mr Bush | 
peace and prosperity on his side. Had 
Democrats picked a more conservative m 
less open to the charge of permissive li 
ism, he might have carried some borde 
western states that reject Mr Duk 
north-eastern sympathy for the cri 
rather than the victim—as Mr Bush put 






























































Democrats to the left, or the right? 
The party will certainly begin a fierce 
between those, led probably by Senat 
bert Gore and Senator Sam Nunn, ^ 
would drag it towards the right before 
next election, and those, led by Mr Jackso 
who will insist that the Democrats can w 
with a similar message and more passio 
The battle will focus first on the post. 
party chairman, for which Mr Jacksor 
man, Mr Ron Brown, will be aiming. T 
present chairman, Mr Paul Kirk, tried te 
pull the party to the right, but as a Massa 
chusetts man he may be too associated witl 
Mr Dukakis for the party to keep him. 
Even with Mr Dukakis, many Den 
crats think, this race could have been wor 
only things had been done differentl 
only he had spent less time on local work 
Massachusetts in August. If only he ha 
taken defensive action against the Bush. 
tacks on the pledge of allegiance and pris 
furloughs sooner. If only he had come à 
in the debates as the warm man his fami 
insists he is—and answered the hypotheti 
question about his wife being raped 
murdered with a little more feeling. If o; 
the Democratic campaign's television 
vertisements had been better designed. 
All the senior aides in the Dukakis 
paign will share some of the blame. 
campaign manager, Miss Susan Estrich 
take more than most, as will her forme 
ployer, Harvard, whence much of the: 
paign staff was drawn. The Harvard 
were criticised for sending far too many 
ton people to run the campaign acros 
country. They were slow to spot the in 
tance of the “cultural issues": patrio 
guns and crime. 
~~ But Mr Dukakis must take most o 
blame himself. It was his campaign. An 
history may not be too harsh on him 
survived : 








& gruelling ordeal with d 
With unemployment at a 14-year low 
tion quiet, output éxpanding and cor 
nism and the arms race both in ret 
would have been astonishing if the Rej 
cans had lost the White House in 1988 
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Three for the 
seesaw 


WASHINGTON, DC 


INKS between the presidential and con- 
gressional races were few and insignifi- 
cant. Democratic candidates were pleased, 
indeed determined, to keep it that way; Re- 
publican candidates were not. “We could 
have used a little help from the vice-presi- 
dent in some of the states,” complained Mr 
Robert Dole the day after the election. Mr 
Dole, defeated by Mr Bush for his party's 
nomination for the presidency, is to remain 
its leader in the Senate. "We pleaded with 
[the Bush campaign] to go to Florida,” he 
added. As it turned out, Florida probably 
just squeezed into Mr Dole’s camp. But no 
thanks to Mr Bush: his men, intent on the 
big prize, had no time to spare for colleagues 
fighting it out on a different level. 

The Senate result reflects an American 
preference: Republicans to run national af- 
fairs, Democrats to be the ombudsmen, the 
custodians of Americans’ more local inter- 
ests. The Democrats, with an apparent net 
win of one seat, will probably have 55 seats 
in the 101st Congress to the Republicans’ 
45 (or 56 to 44, if a recount of Florida's tight 
finish changes that result). The Republicans 
lost four seats: incumbents went down in 
Connecticut, Nebraska and Nevada, and 
the party lost an open seat in Virginia. Dem- 
Ocrats lost three seats: an incumbent in 
Montana, and open seats in Florida and 
Mississippi. 

The tussle for Florida, so much on Mr 
Dole's mind, was a microcosm of the other 
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battles. Mr Bush won the state at a canter, 
by a comfortable 22 percentage points. But 
there was little coat-tail comfort for the Re- 
publican, Representative Connie Mack, 
battling against his fellow-congressman, Mr 
Buddy MacKav, for the Senate seat. 

Mr Mack tried to paint his opponent as 
a Dukakis clone: "Hey, Mike and Buddy, 
you're liberal," proclaimed his television ad- 
vertisements. Not in the least, replied Mr 
MacKay, who calls himself a “mainstream 
conservative"; he boasted that his voting 
record reflected 80% support for Mr Rez 
gan's policies, while Mr Mack's doctrinaire 
conservatism led him to cast two-thirds of 
his votes ‘against the president. Mr 
MacKay's tactics nearly won him the seat, 
not quite—unless a recount should, after ail, 
give it to him. 

Mr Wayne Dowdy, trying to keep Mis- 
sissippi Democratic, faced similar problems 
to Mr MacKay but put up a slacker fight. He 
used the longest spoon possible to sup with 
Mr Dukakis—shuddering away from the 
very name of his party's main standard- 
bearer—but lost to Representative Trent 
Lott, an aggressive campaigner and a rising 
young star in the Republican party. Mr 
Dowdy had black support, but the 1986 pat- 
tern, when Democratic candidates won 
southern states by collecting enough white 
votes as well, was not repeated in Missis- 
sippi. The racial shadows that still hang over 
the state may have been darkened by the 
"black rapist" fears intensified by the ad- 
vertising of some of Mr Bush's supporters. 
Mississippi, for the first time since Re- 
construction, will now have two Republican 
senators. 

But "liberalism", this campaign's ulti- 
mate term of abuse, was not an inevitable 
death-blow to senatorial ambition. Senator 
Howard Metzenbaum, a proud liberal, held 
his seat comfortably in Ohio. Represen- 
tative Mike Lowry, whose liberalism makes 
Mr Dukakis seem truly conservative, failed 
in his second bid to win a Senate seat in 
Washington but ran his opponent, past- 
and-future-Senator Slade Gorton, to a close 
race. Mr Gorton, who lost his seat in 1984, 
came back humbled, admitting mistakes and 
arrogance: lucky man, he has been given the 
second chance he pleaded for. 

Yet, in its Republican manifestation, 
liberalism did down Senator Lowell 
Weicker. Though still calling for a recount, 
he seems to have narrowly lost his Connecti- 
cut seat to a much more conservative, 
though Democratic, opponent, Mr Joseph 
Lieberman, the state's attorney-general. The 
Republican had been endorsed by the union 
grouping, the AFL.CIO. The Democrat had 
the blessing of that master-conservative, Mr 
William Buckley. Mr Weicker was a maver- 
ick, an irritant to the Reaganites and their 
successors. But his departure robs the Re- 
publican party of both an independent 
spirit and an element that keeps it broad- 
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based. 

Nor is the party to profit from the fresh, 
moderately liberal, talents of Mrs Susan 
Engeleiter, the young state Senator who 
hoped to take Mr William Proxmire's old 
seat in Wisconsin for the Republicans. She 
put up a respectable fight, but was defeated 
by the dollars, and the skilful campaign, of 
Mr Herbert Kohl, a businessman and politi- 
cal innocent, who argues appealingly that 
people as rich as he ought to pay more tax. 

The Republicans can survive, un- 
scarred, the loss of the two senators who 
failed to hold their seats in Nevada and Ne- 
braska. Nevada's Senator Chic Hecht, 
whose first and only term was distinguished 
by his malapropisms, was no match for the 
states popular Governor Richard Bryan. 
But the race narrowed when Mr Dukakis, 
chasing votes elsewhere, casually changed 
his mind about a bill that makes Nevada the 
site of a nuclear waste dump (called by poor 
Mr Hecht a waste “suppository’’): to M 
Bryan's chagrin, Mr Dukakis suddenly 
found the “screw Nevada bill” (as it is rou- 
tinely called in the state) acceptable. Sensing 


The apathetic electorate 
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an opportunity, Mr Reagan, who owes Mr 
Hecht a debt for his loyalty, campaigned 
personally for the beleaguered senator. But 
Mr Bryan is a resourceful politician. He dis- 
sociated himself scrupulously from the Du- 
kakis campaign, and came back to win. 

Nebraska's Senator David Karnes was 
appointed in 1987 to fill the unexpired por- 
tion of the late Edward Zorinsky's term. His 
main distinction was saying, during a debate 
with his opponent, that there were too 
many farmers in Nebraska. He may have 
been right but he did not help himself by 
pointing it out. The state's new senator, ex- 
Governor Bob Kerrey, was custom-built to 
win. He was awarded the Congressional 
Medal of Honour in Vietnam, where he lost 
his leg below the knee (but still somehow 
runs marathons); he guided Nebraska 
through its farm depression; he looks good. 
Mr Kerrey, together with ex-Governor 

harles Robb, who won resoundingly in 
.irginia, join the Democrats! senatorial 
ranks as two high-achievers, with soaring 
ambitions. 

The election's best-concealed surprises 
came from two mountain states: Montana 
and Wyoming. Montana's Democratic Sen- 
ator John Melcher lost his seat; Wyoming's 
Republican Senator Malcolm Wallop proba- 
bly held on to his by a whisker (a recount 
could yet rob him of it). Both incumbents 
had thought themselves secure. Both were 
accused of having lost touch with their turf. 

"Doc" Melcher, a cantankerous vet, 
tried to win with home-spun wisdom: his ad- 
vertisements, featuring the talking cows who 
helped to re-elect him in 1982, warned vot- 
ers not to send a “greenhorn” to the Senate. 
But his opponent was no ordinary green- 
horn. Mr Conrad Burns, the new Republi- 
can senator, was a farm-and-ranch broad- 
caster, with a wide and loyal listenership, 
hefore he became county commissioner for 

sllowstone. He campaigned vigorously, 
"mocking Mr Melcher’s interest in outside 
matters, particularly his concern with aid for 
the Philippines. And he got a bonus from 
Mr Reagan when, at Mr Burns's urging, the 
president pocket-vetoed a bill, sponsored by 
Mr Melcher, to turn 1.4m acres of Montana 
forestland into a "wilderness" offlimits to 
mineral developers and loggers. 

In Wyoming Mr Wallop, an assertive 
conservative, was challenged by Mr John 
Vinich, a liberal state senator and bar- 
owner whose chances were not rated high. 
He was not well known and had little 
money. But he ran an old-fashioned populist 
campaign, attacking Mr Wallop for taking 
time off to attend a conference organised by 
the Rev Sun Myung Moon, scolding him for 
his poor attendance record and ridiculing 
him for failing to bring back the bacon to 
Wyoming. “I'll raise hell when I get to Wash- 
ington,” threatened Mr Vinich. Not this 
time round, apparently. 
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House of Representatives 


Why bother? 


EE jobs, it appears, carry with them the 
security of being a member of the House 
of Representatives. Of the 408 incumbents 
who. were running for re-election to the 
House on November 8th, no more than 
eight were defeated (a number that will be- 
come smaller as some of the still-undecided 
races swing the incumbents’ way). Add to 
them the unfortunate Mr Ernie Konnyu, a 
Republican from California who was the 
only incumbent to be defeated this year in a 
primary, and the re-election rate is 98%. 
Depending upon the outcome of some 
races still being recounted, the Democrats 
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The voters frowned on St Germain 


will probably end up with a net gain of at 
least five seats. Chief among those defeated, 
however, was a Democrat, Mr Fernand St 
Germain of Rhode Island. Mr St Germain, 
who chairs the banking committee, was the 
subject of an ethics-committee inquiry that 
cleared him, in 1987, of accusations that he 
had become rich as a result of his member- 
ship in Congress. His defeat, by Mr Ronald 
Machtley, came as a surprise. His likely suc- 
cessor as chairman of the banking commit- 
tee is Mr Henry Gonzalez of Texas. 

Scandal also spoilt the re-election 
chances of Mr Pat Swindall, a Republican 
from Georgia. Mr Swindall was charged in 
October with lying to a grand jury investi- 
gating money-laundering. Despite requests 
for a speedy trial, Mr Swindall's day in court 
was delayed until after the election. In the 
event, he was defeated by Mr Ben Jones, a 
Democrat who once played a character in 
the "Dukes of Hazzard” television show. 

Incumbents who lost (or who were in- 
volved in close races) included Mr Jack Da- 
vis of Illinois, Mr Joseph DioGuardi of New 
York, Mr Mac Sweeney of Texas and Mr 
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Denny Smith of Oregon (all Republicans) ; 


and Mr Bill Chappell of Florida and Mr Roy - 


Dyson of Maryland (both Democrats). - 
Among the 400 or so incumbents who were ` 


re-elected was Mr Floyd Spence of South - 


Carolina, who had a double lung transplant 
in May, since when his colleagues have ` 


called him "Congressman Lazarus”. 





Governors 


See you, and 
raise you one 


OMFORT of sorts could be found for 


both parties in the results of the 12 


gavernors' races. The Democrats could cele- ` 


brate a net gain of one governor, giving | 


them a 28-22 edge nationally. The Republi- - 


cans could be relieved at not losing more. 
At the start of the campaign, the Demo- 


crats had hoped to win as many as three or. - 


four of the eight Republican-held governor- - 
ships at stake, making up a bit for the eight — 
they lost four years ago. In the event, the — 


Democrats captured seats from the Republi- 

cans only in Indiana and West Virginia. 

They lost the governorship of Montana. 
The Democrats! biggest consolation 


came in Indiana, home of Senator Dan - 
Quayle, now the vice-president-elect. The 


man who won the governorship, Mr Evan 


Bayh, is the 32-year-old son of former Sena- _ 


tor Birch Bayh who lost his seat to Mr 
Quayle in 1980. The younger Mr Bayh de- 
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feated Mr John Mutz, the lieutenant-gover- 


nor, to become Indiana's first Democratic - 


governor for 20 years and to enjoy, perhaps, — 


a little family revenge. 


The Democrats’ other cause for satisfac- — 


tion was in West Virginia, where Governor 
Arch Moore, a Republican, was the only in- 


cumbent to be defeated. Mr Moore, one of | 


the few Republicans to win high office in the. " 


state in recent years, was first elected gover- 


nor in 1968. He won a second term in 1972, 


a third in 1984. He was denied a fourth term 


by Mr Gaston Caperton, head of a large in- 1 


surance broker, who is reported to have - 


spent more than $3.8m to dislodge him. 


Republican succour came in Montana, — 


where Mr Stan Stephens, a former state sen- _ 
ator, defeated Mr Thomas Judge, a former — 
governor, to capture the seat now held by - 
Governor Ted Schwinden, a Democrat. Mr ~ 
Schwinden had decided not to run for re- — 


election. 
The biggest surprise of the night was in 
Utah, where Governor Norman Bangerter, 


a Republican, came from behind to defeat 
Mr Ted Wilson, a former mayor of Salt Lake - 


City. Mr Bangerter had at one stage trailed ~ 


in the polls by as much as 30 points. His. 


problems stemmed from a promise he made — 


during his campaign in 1984 not to raise — 
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s for two years. He did not raise 
1e had instead to call for a huge increase in 
is third year in office. The voters, however, 
ave apparently forgiven him (a lesson, per- 
aps, for candidates at other levels). 

.. Republicans also held off strong chal- 
ges in Rhode Island—where Governor 
ward DiPrete overcame a scandal about a 
operty deal involving a firm controlled by 
 family—and in North Carolina, where 
ernor James Martin beat Lieutenant- 
vernor Bob Jordan. Republicans will take 
articular pleasure in Mr Martin's re-elec- 
ion, as it confirms the growing strength of 
ieir party in the South. 

There will be two other new faces in 
overnors' mansions, though neither in- 
olving a change in party control. Mr Judd 
egg, a Republican congressman, was 
lected in New Hampshire to replace Mr 
in Sununu, who is retiring (to a job in the 
sh .administration. And Lieutenant- 
jiovernor Bob Miller, a Democrat, will re- 
lace Governor Richard Bryan, also a Dem- 
crat, in Nevada. Mr Bryan was elected to 
the Senate. 

-. Elsewhere incumbents were re-elected 
asily, except in Puerto Rico, where a re- 
count has been demanded by Mr Baltasar 
Corrada of the New Progressive party. Mr 
Orrrada was behind the incumbent gover- 
nor, Mr Rafael Hernandez Colon of the 
Popular Democratic party, by only about 
50,000 votes out of nearly 2m cast. Mr Co- 
rrada would like to see Puerto Rico become 
America's 51st state. 









































Propositions 
vioney doesn't 
talk, after all 


WASHINGTON, DC 

















'HEY had "express" voting booths in 
L San Francisco, like the express check- 
its in a supermarket, for voters who had 
ne their homework by sorting through 
9 state-wide and 25 local propositions 
dvance. State officials dusted off an old 
that imposed a ten-minute limit on vot- 
time. Law-making by voter initiative is 
a little out of control. 
Voters in 41 states had to decide on 
e than 230 measures. Most of the ques- 
s had to do with routine things, such as 
d issues, but 54 were "citizen petitions”. 
ie were indeed put forward by con- 
ed citizens who had collected the requi- 
e number of signatures; others were spon- 
'ed, at vast cost, by business associations 
r special-interest lobbies. The results sug- 
t that American voters are healthily resis- 
tant to big-buck lobbying. 
= In California advocates for and against 
he 29 propositions had raised $130m by 





























mid-October (only about $20m less than all 
the money raised, at that time, by all 66 Sen- 
ate candidates). The insurance companies 
alone spent about $60m fighting for or 
against five separate proposals for insurance 
reform: in the end, all the proposals were 
turned down except for the one the insurers 
liked least. The tobacco companies spent 
nearly $17m fighting a proposal to put 25 
cents on the price of a packet of cigarettes, 
the proceeds to go on health care for unin- 
sured indigents and on research into to- 
bacco-related diseases. The companies lost, 

The insurance proposal that Califor- 
nian voters chose is the brainchild of Mr 
Ralph Nader, the consumer advocate. It cuts 
insurance premiums by a straight 20% 
across the board: cuts car insurance for 
“good drivers” by a further 20%; and gives 
teeth to the state insurance commissioner by 
ruling that his office should be filled by elec- 
tion, not appointment by the governor. 
Californians are hard-hearted towards the 
insurers’ lament that all this will drive small 
companies into bankruptcy. But insurance 
companies are already challenging the legal- 
ity of the measure—and it passed so nar- 
rowly that it could still be overturned when 
the absentee votes are counted. 

And, once more, Californians voted on 
AIDS. They turned down a proposal sup- 
ported by Governor George Deukmejian, 
but bitterly opposed by the medical estab- 
lishment, which required doctors’ and 
health officials to report anybody who 
tested positive for the AIDS virus, and to 
trace their sexual contacts. They accepted a 
less sweeping proposal, backed by police- 
men, giving courts the power to order an 
AIDS test on anybody charged with an as- 


And let the people cut car insurance by 20% 















sault. Policemen argue that this measure will 
be particularly useful in prisons. 

The rejected AIDS proposition was spon- 
sored by Mr Paul Gann, who led Califor- 
nia's great tax revolt before contracting AIDS 
from a blood transfusion. This year, three 
states—Utah, Colorado and Nevada—all 
voted against tax cuts and restrictions, argu- 
ing that their governments needed the reve- 
nues. Missouri turned down a scheme for 
state-financed health insurance for the unin- 
sured. Massachusetts decided not to shut 
down the state’s two nuclear power plants. 
Oregon declined to ban smoking in most 
public places. 

Maryland rejected by a wide margin the 
National Rifle Association’s bid to repe: 
the state’s new law banning cheap handguns 
known as "Saturday night specials". Gover- 
nor William Schaefer has said that he will 
send a copy of the law to his 49 fellow-gover- 
nors for their perusal. Arkansas, Colorado 
and Michigan approved bans on state-fi- 
nanced abortions. Arizona, Colorado and 
Florida all voted to make English their offi- 
cial language, despite the recent troubles of 
US English, the organisation that sponsored 
the measure: Mrs Linda Chavez, its presi- 
dent, resigned when evidence turned up to 
show how bigoted some of its founders were. 

Massachusetts threw out a bid to make 
life less cruel for some farm animals. But 
South Dakota, protecting the small farmer if 
not the farmed, approved a ban on large- 
scale pig farming. And the state decided that 
gambling can return legally to Deadwood, 
the town in the Black Hills where Wild Bill 
Hickok was shot while playing poker 112 
years ago—but now with a $5 limit-on bets. 






"What does finding 
the right price mean if it isnt 
the right thing to do?” 


More than price, the key issue in mergers and 
acquisitions should be whether a transaction is really 
the right thing to do. At J.P Morgan, we ask: Is it 
consistent with your long-range strategies? Does it fit 
your total operating environment? Will it increase 
your shareholder value over time? Unless we conclude 
it’s really in your best interests, we won't advise you to 
pursue a transaction just to earn a fee. Morgans success 
has always derived from building 
long-term relationships. lo hear 
from you tomorrow, we ve got to help 
you make the right move today. 





In mergers and acquisitions, failing to make 
the distinction between price and value is like 
turning your back on reality. 


wher LE 







> astronomical bids which 
equently made. 








lions of dollars. Prices are still 
rising. 

And so is the importance of 
knowing whether a painting is 
genuine or not. 


For an answer, specialists 
often turn to Roya! Talens, one of 
the largest manufacturers = 
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of fine artist’s colors and part of 
Akzo’s coatings division. 

The Centre Pompidou in Paris 
is one of them. 

Several years ago three 
canvasses hung there which were 
attributed to Mondriaan. But 
many questioned their authen- 





ticity. That's why they called in 
Royal Talens, 

Various evidence led our ex- 
perts to conclude that they were 
forgeries. 

Of deciding importance was 
the pigment analysis. It revealed 
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Two half-Palestines that don't fit 


; : The Palestine Liberation Organisation meets in Algiers this Saturday. Plan: 
. to declare the independence of a ed state. Snag: there isn't one. 

















"THE Hashemnite Kingdon of Jordan was 
A invented during a British imperial in- 
| 21 and has had an identity crisis 
ce. King Abdullah found the empty 
desert east of the Jordan river unsatisfying. 
“In 1948 he added the West Bank to his do- 
minion. His grandson, the present King 

... Hussein, lost it to the Israelis 19 years later. 





- Two wars pushed people from the West 


Bank over the river. Nowadays a lot of Ar- 
abs on both banks wonder whether they are 
Palestinians or Jordanians. 

Last July King Hussein decided to an- 
swer that question once and for all. From 
now on, he said in a speech on television, 
Jordanians were the 3m people who live un- 
der his rule on the East Bank. Palestinians 
were the folk who live west of the river un- 
WR Israeli military occupation. These peo- 

ple, Jordanians until Israel captured the 
West Bank in 1967, were Jordanians no 
longer. They would no longer send people 
to Jordan's parliament. If they were civil ser- 
vants, Jordan would stop paying their sala- 
ties. Their needs, inshallah, would be taken 
Ure of by Mr Yasser Arafat's Palestine Lib- 
~ ation Organisation. 
^ Because the king did not clear this an- 
nouncement with the PLO, Amman is now 
awash with rumours that Mr Arafat lies be- 
hind the economic crisis which has fol- 
lowed. The dinar has lost a quarter of its 
value, West Bankers have pulled out sav- 
ings, remittances from Jordanian workers in 
the Gulf have slumped, and the government 
has announced sweeping restrictions on lux- 
. ury imports. The PLO denies encouraging a 
> crun on the dinar; like most canny Arabs, it 
~ already keeps most of its money in Europe. 
g The palace blames the trouble on its own 
^ government's chronic habit of spending be- 
=- yond its means. The palace is probably right. 
But the crisis is a reminder that Jordan's 
. prosperity has been built largely on Palestin- 
` dan talent and money. 
= Perhaps for that reason, the king's dis- 
‘ ngagement from the West Bank has been a 
ttle less final than many Palestinians once 
d. Some 13,000 -civil servants and 


















These two articles look at the two different 
live: in Jordan and i in the Pores. 


laces where most Palestinians 
est Bank and Gaza 





teachers on the West Bank have lost the 


monthly stipends they used to receive from 


Amman. But Jordan’s ministry for religious 


endowments still has 4,000 employees on 


the West Bank, many of whom are taking on. 
non-religious functions. The ministry's. 
sheikh. in Jerusalem witnesses legal docu- 


ments and sends them to Amman, where 
they are countersigned by the head of the 


two groups have improved since the viciou 


or ‘$0. ot fer 


. biggest newspapers, both privately 
-ostensibly because of financial irreg 


ursue a sufficiently enthusiastic ant 


' dom was in Israeli hands it was easier to 
5 Tao the professional asso 


| "Bank parliament. to replace’ 





























































new Palestine department in the f 
ministry. The ministry for religious et 
ments wid probably continue to sup 
exams in West Bank schools. 

Passports are a more sensitive 
Át present nearly all the Arabs in the 
Bank hold Jordanian passports, whic 
supposed to be renewed every five. 
They must now be exchanged, wher 
expire, for two-year "travel docum 
Jordan is also limiting the moveri 
West Bankers across the river. We: 
men under 35 are not allowed to stay. 
other side for more than a month at.a 
Those over 35 are allowed three mo 

In King Hussein's scheme of thing: 
erybody on the East Bank (except à 
20,000 displaced persons from the forme 
Egyptian Gaza Strip) is a Jordanian citizer 
But every East Banker, no matter how Ic j 


he his family h 


little civil war ("Black September") of 19 
but friction persists. 

An elaborate game hides their resp 
tive numbers. It was said for years t 
ist Bankers were Palestini 
May the king put the proportion at 40% 
On November 2nd the prime minister, M 
Zaid Rifai, said exactly 34.6% of the populi 
tion was Palestinian. "Such claims, presum 
ably intended to counter the argument € 
some Israelis that Jordan should become th 
new Palestine, make the Palestinian-Jordan 
ans on the East Bank feel unwanted. 

These Jordanians are also troubled 
new drive to muffle expressions of P: es 
ian nationalism. One symptom has bee 
tightening of government controls on. 
ready unfree press. In August the g 
ment dismissed the boards of Jordar 










he real reason is that they had fail 


line. One journalist of Palestinian orig: 
leged to be too favourable to E PLO al 
popular with western journa lists, has 
her passport confiscated. 
— The kings biggest. db: now 
he has more or less disengaged fror 
West Bank, will be to cope with growir 
mands for democracy. When half his 





plain why elections were imposs 
political parties banned. There is nc 






ned as alternative 
| debate. Elections. fori 





politi ca 





‘body the king dissolved after his speg 















y are unlikely to happen soon. Sc 
k nationalists say the Palestinian-Jorda- 
ns should be allowed to vote but not to 
run for office. No divided kingdom was ever 
welded together in a television speech. 









































Across the river, 
Into the woods 


HE intifada, the Palestinian uprising in 
A the West Bank and Gaza, is entering its 
th month just when the Palestine Libera- 
m Organisation's national council is meet- 
gin Algiers with a proposal to say that Pal- 
estine is independent. Israel expects trouble. 
It has reinforced its army on the West Bank 
and raided dozens of villages to forestall the 
disruption of traffic on main roads. The 
chief of staff, Major-General Dan Shomron, 
told parliament that the army has new 
ders to minimise Arab casualties, which 
ake good propaganda for the pLo. Mr 
Abba Eban, the outgoing Labour chairman 
of the Knesset foreign affairs and defence 
committee, calls this "impossible". 

- Few Palestinians expect the army’s new 
Orders to make their lives any easier, espe- 
ally if Mr Yitzhak Shamir, whose main 
ection campaign promise was to crush the 
intifada, succeeds in forming the next gov- 
ernment without the Labour party. Mr Ariel 
Sharon, who led Israel disastrously into beb- 
inon in 1982, is trying to return to the de- 
fence ministry. Another former general, Mr 
“Rehavam Zeevi, has hinted that he has been 
promised the job of deputy defence minister 
if he brings his new Moledet ("Homeland") 
party into the government. Moledet won 
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“transferring” all the Palestinians out of the 
occupied territories. 

Mr Shamir would prefer to give the de- 
fence portfolio to the calmer Mr Moshe 
Arens, a former ambassador to Washington 
who has had the job before. Even if he does, 
there will still be powerful voices at the top 
calling for a tougher approach to Palestinian 
unrest. At a stormy cabinet meeting on No- 
vember 6th Mr Sharon accused the current 
(Labour) defence minister, Mr Yitzhak Ra- 
bin, of mishandling the uprising. 

In fact Mr Rabin spent much of the elec- 
tion campaign claiming that he had been far 
tougher with the Palestinians than any 


-Likud defence minister had ever been. Some 
Palestinians predict that a Likud replace- 


ment would be less brutal. Labour, this argu- 
ment goes, wants to get rid of the Palestin- 
ians by reaching a compromise with Jordan. 
Likud promises the Palestinians "auton- 
omy” under continued Israeli control. So 
only Likud has a real interest in reaching an 
accommodation with the Palestinians. 

The theory may not work in practice. 
According to one Israeli newspaper, Yediot 
Aharonot, Likud has already drafted far- 
reaching proposals for dealing with the 
intifada. The most ambitious of them is to 
close the refugee camps in the occupied ter- 
ritories, which over the past 11 months have 
become centres of resistance. The first to go 
would be the huge Jabaliya camp in the Gaza 
Strip. The camps' inhabitants would be re- 
settled elsewhere. Other measures could be 
the closure of pro-PLO newspapers and char- 
itable societies, restrictions. on. movement 


within the territories and across the river to 
Jordan, and halting Palestinian appeals to Is- 
rael’s supreme court. 9. 

If Likud forms a new government soon, 
the PLO's declaration from Algiers may meet 













a quick Israeli counter-declaration. Mr 
Sharon has suggested that Israel should an- 
nounce that it will annex. portions of the 
West Bank and the Gaza Strip if Mr Yasser 
Arafat goes ahead with his intended declara- 
tion of independence. Mr Shamir, who is 
still committed to the 1978 Camp David ac- 
cord with Egypt, is unlikely to agree, since 
this would bring an immediate confronta- 
tion with President-elect Bush. But if the 
intifada grows fiercer after a Palestinian dec- 
laration of independence, the Israelis will re- 
spond in kind. Nothing in the record of this 
miserable conflict suggests otherwise. 


Judaism and Zionism 
Bring back 
Maimonides 


HE trouble is the land. Judaism is not a 

universal religion, like Islam or Chris- 
tianity, but a national one. God’s first com- 
mandment to Abraham was to get up and go 
from Mesopotamia. Orthodox Jews are un- 
der a religious obligation to live in their 
promised land. This, awkwardly, does not 
mean pre-1967 Israel, which in biblical times 
was the Philistine plain, but in Judea and Sa- 
maria, which are known to others as the 
West Bank and happen to be home for an- 
other people, called the Palestinians. 

On November Ist Israel’s voters gave 
four orthodox religious parties 18 seats in 
parliament, up from 12 last time. This is 
probably enough, in a parliament split into 
15 parties, for the men who occupy those 


seats to make or break governments. To 


norrlsraelis the election conjures up a fright- 
ening picture. One of those black-coated ul- 
tra-orthodox Jews (who are known in He- 
brew as the Haredim, or God-fearing one 
submachinegun in hand, stands on a barr... 
West Bank hilltop vowing that Israel will 
never withdraw—no matter what the conse- 
quences for Palestinians, or the peace of Is- 
rael or the world, 

This picture is a caricature. Ever since 
some Jews in the nineteenth century had the 
idea of setting up a modern state in their 
biblical homeland, the Haredim have 
loathed Zionísts. Most still spurn the institu- 
tions of the Jewish state—choosing, for ex- 
ample, to opt out of the army service which 
other Israelis treat as a badge of pride. In the 


eyes of the ultra-orthodox, Israel and Zion- 


ism are forms of blasphemy. 

lo understand why, remember the 
bloody failure of the Jewish revolts against 
Rome in the first and second centuries. One 
led to Titus's destruction of the Temple in 
Jerusalem; the second, under Simon Bar 
Kochba, brought slaughter and exile. The 
twin shocks persuaded Jews that their des- 
tiny was thenceforth to step out of history 
















Ed in | which Jews would play a start- 








- task was to keep faith alive and avoid assimi- 

lation, mainly by observing the halakha, a 

detailed code of religious i instructions. That 

is what those men in black coats—in Brook- 

- lyn, Finsbury Park or the Mea Shearim 
- quarter of Jerusalem—are busy doing. 


. ' This doctrine of heroic passivity, per- 
: fected by Moses Maimonides, the foremost | 
rabbinical sage of the Middle Ages, helped . 


Judaism survive dispersal and persecution. 
In the nineteenth century Zionists observed 
that it did not always help Jews survive, a 


-rather different matter. Impatient with the bs 


"Messiah, the Zionists took history into.their 
own hands. 









lead the Jews into another tragedy. 
“heir state, many Haredim refused to have 
.. wthing to do with it. Only the National 
~ Religious party strove to combine strict reli- 
_gious observance with Zionism. In principle, 
he three other orthodox parties with seats 


in’ parliament—Agudat Israel, Shas and . 


Degel HaTorah ("The Torah Flag Eae i 


main non-Zionist. ! 
So why that picture of the Haredim 


~ with their machineguns? Many religious , 


~ Jews regarded the six-day war of 1967-as a 
_ literally miraculous event. The numinous 


< Victory convinced some rabbis, notably the: 

-- influential Rabbi Zvi Yehuda Kook, that the. _ 
-age of redemption had started to dawn. lt - 
followed that the time had come for Jews to. 
step back into history. They were certainly > 

riot entitled to evacuate ee oly, : places to. 


In vm 1970s a andl piion [ 
thought this way made common 


Gush Emunim, an extra-parliamentary pres- 
ettlers and sol. * 
aym ëts Who wanted to annex the occupied = 


re group of West Bank 








~ lands: Messianism blended with militant na- 


< tionalism in a potent mixture. At its worst it. - 


— “spawned a plot by Jewish terrorists ("good 
~~ boys who erred", said the prime minister, 
-Me Yitzhak Shamir) to blow up Jerusalem's 
: EFAqsa mosque and the Dome of the Rock 
“as a prelude to rebuilding the Temple in 
heir place. 
- . This violent brand of Jewish funda- 
„< mentalism has virtually nothing to do with 
“the election success ofthe orthodox parties. 










~~ Most Haredim are not yet inclined to step 






z ‘back into history. The' National Religious 


^. rael an article of faith. But Shas, Agudat Is- 

| rael and Degel HaTorah keep their territo- 

— tial attitudes deliberately vague: their main 

— interest lies in extending religious education 
and enforcing respect for the halakha. 

Odd as it seems, they probably do not 

much care about the "West Bank and its holy 

a places. One of their spiritual mentors, 93- 
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hile waiting d d for mankind's re- 


.. ting role. While awaiting the Messiah, their - 


The Haredim branded them, 


false messiahs who, like Bar Kochba, ie d 


party makes keeping every bit of Greater Is- 


; year-old Rabbi Eliezer Schach. re 


the “false messianism" of Gush Emunim. 
Another, Rabbi Ovadia Yosef, has said that 
Israel could give up the occupied territories 
under a doctrine known as Pikuach Nefesh, 
which emphasises the sanctity of life. 
Pikuach Nefesh makes it lawful for the dan- 


gerously sick to break their fasts on the Davy 


_ of Atonement: Likewise, says Rabbi Yosef, 

` Israel could withdraw from the holy places if 
it believed doing so would avert war and ` 
~ secular majority to make a decisi 


bring permanent peace with the Arabs. 

It is of course possible that the people 
who vote for orthodox parties are more 
hawkish than the rabbis who guide them. 
Some evidence comes from the showing of. 


an organisation of religious Jews, known as 
. Netivot Shalom (° ‘Paths of Peace"), which 
says that God intervenec 
: ^ sét one of those Jewist test: $ of His: Hee ex- 
:1948, when the Zionists had got. |] Hs 
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: pects dud to give up the occupied vere to 
-reaffirm Judaism's commitment to justice. 
The organisation has won few converts be 
yond the universities. A new religious party, ` 


which fought this election on a similar plat- 
form, failed to win a single seat. 
If the religious parties are neutral on the 


grand issues of war and peace, what explains - 


their great surge in this election? Professor 
Yehoshafat Harkabi, a former head of mili- 


tary intelligence, pointed out in a recent 


book* that Israel has developed : an immense | 
. religious establishment: | 


À vast number of people le make their living TM 
religion: rabbis, religious court judges, teachers 
in the religious educational stream, yeshiva stu- 


—]X 


*'"lerael'" Fateful Decisions . 


LB. Tauris (London). £14.95 


By Yehoshafat Harkabi. 


and. interests. It has learnt to 
. blame Israel's : andon the occupied 


> Algeria 
the 1967 warto ~ 


P yo u ant t 





© TJ IOTERS seldom helg the menh m 


" heaval in-Algeria last month seems to hav 
- strengthened President Chadli Benjedid. H 
^. has used the violence as a weapon agains 
. his left-wing opponents and pushed ahea 
. With reforms aimed at trimming the powe 
. «ofthe monolithic ruling party, the Front d 
|. Libéra 

the hard part lies ahead. He must now de 
* liver a better life for Algerians, which Alge 
|. fia will find it hard to pay for, while h 
-. wrests power from the party. x 


us mus preside 
c rioters to £0 home, offering to follow u 


|. with political changes, they did— 
^ - not before several hundred of them ha 
| been machinegunned on the street 

E cording to the. government, 83% of | 





voting were not the stuff that sloga i 
., tnade.of. They give the prime minister 
` merly not much more than a secretary t 

cabinet, charge of domestic politics. - 
. chosen by the president but responsib 


foreign affairs and defence. The pres 


dropped, suggesting that such a unity: 


state, but orly if the promised second roi 


denis org xisers AW 
tut supervisors in the të ie industr 
cumeisers, workers in "nite : baths 
slaughterers, sextons, burial society 
and many more. The. Agee 
perpetuating. 






















































Israel’ s decens system gives this lar; 
nority a mechanism for pror oting its | 








ries on that system, or on the ina 





between Labour and Likud. Do not bla : 
on God, or the black-coated men who : 
tinue to fear Him. i 





their countries, but the bloody u 





n Nationale (FLN). So far, so smart 


Algerians are evidently prepared tö giv 
nt a chance. When he told th 





four years’ worth of slow ecoriomic reform 
| —althoug 





population turned out to vote in the 
Seda on November 3rd on the 
of reforms; and 9796 supported ther 
The reforms on which Algerian 





the parliament. The president, who t 
run things at home as well as-abroad, 1 


was formerly said to. incarnate the uni 
nation and party: that claim has b 


longer considered plausible. dE 
` This round of reforms could be the 
ginning’ of a division between party : 


materialises. The parliament at present coi 
sists entirely of party members. The next s 
of reforms would let non-party people stanc 
for parliament, and also run the "mass orga- 


"We've got over 200,000 customers who don't pay 






















ANADIANS v were. miffed F 
C foreigners ignored the sparkle of * 
their election campaign to concen- 
trate upon the duller affair south of _ 
the 49th parallel. Its work in Wash- 
ington done, the media circus is free 
to migrate. north. The world’s report- 
ers, switching their’ Washington 
“hangovers for Ottawa ones, may have 
missed the fun. Canada’s electors. 
ave already done a great switch. Be ~ 
ore the three party leaders’ television 
debates on October 24th and 25th, 
he polls were reporting that they 
iked Mr Brian Mulroney, his Conser- 
atives and his proposed free-trade 
eal with the United States. After the 
ebate they said the opposite; the 
‘chart tells how Mr- John. Turner's- 
anti-free-trade Liberals rose in favour. 
But voting is on November.2 1st. Ca- 
nadians, those famously volatile vot- - 
en, still have plenty of time to swing 
nd h 
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as RTN | am - students’ 
ns—that are now supposed to be the 
"s "popular base". These proposals will 
discussed at a patty congress at the end of 
nonth. If they get through they will be 
to another referendum, - 

A couple of quick. sackings Bios] ent 
stance to the constitutional changes. 
inately for President Chadli, Algeria's 
st unpopular politician was also one of 
ain left-wing enemies, The head of the 
"s. secretariat, Mr Mohamed. Cherif 
aadia, was dis liked for his hard line 
zainst reform. He and the security chief 
€ dismissed at the end of October. Mr 


tariat, is a former diplomat whose warmth 
wards America and France has won him a 
putation as a liberal. . | 

Mr Kasdi Merbah, who was made prime 
inister after the referendum, has a stickier 
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x rity in “the days of President x Boumedier ae | 
when socialism was socialism and its oppo- 
nents had a habit of disappearing. But from. 


PEE EE e raro E rns eer tasa SH nr T t E ANN CE te I tire irinotecan ARRA E 


del Hamid Mehri, who takes over the sec ^ 





1984 until the beginning of this year he was 
President Chadli's minister. of agriculture, 


: responsible for dismantling the state farms _ 
that were the pivot of rural socialism; so per- - 


haps he has seen the light. 
By turning the riots into a spur for (asia 
reforms, President Chadli has püt himself in 


good shape for his party's congress on No- 


vember 27th-28th. He will still have critics 
there. The promised liberalisation. will de- 
ptive good party men of power and perks. 
Because the army is closely tied to the party, 
the reforms will irritate some soldiers too. 


Maybe the president should ask Mr Mikhail 7 
Gorbachev how one handles mew things. E 





Venezuela 


Warning shots 


HE presidential election had P P en- 


viably boring. Mr Jaime Lusinchi of the 


middle-of-the-road Democratic Action (AD) - 
party is not allowed to succeed himself, but 
his colleague Mr Carlos Andres Perez, also — 
of AD and a former president, was well ahead | 
of his Christian Democratic rival in the- 
opinion polls. He confidently expected to ` 


win on polling day, December 4th. | 

—.- On October 29th the confidence got 
dented. Men of the Venezuelan special 
forces shot dead 14 people on a river bank 


near the border with Colombia. The sol _ 
diers said the casualties were.an invading 
party of Colombian left-wingers, and appro- 


priate clothes and weapons were found on 
the corpses. The truth is that they were 


probably unarmed local fishermen. 


Three days earlier 30 tanks had mbd 


inconclusively through the. capital, Caracas. . 


Their commander, an army major, claimed 


he was acting on a telephoned order to pro- 
tect the acting president while Mr Lusinchi- 
‘was away. The president brushes aside ru- 
mours of a coup. He has also appeared twice 


on television with different accounts of the 
border killings. In several towns students 
and other people rioted... 

Venezuelans do not usually bash each 
other about. The army has not interfered 
with an election since 1958, and there has 
been no serious threat from guerrillas since 


1968. But 80% of the country’s export earn- — 
‘ings come from oil, whose price has taken a 


beating. Venezuela has continued to pay the 
instalments on its $35 billion of. foreign 
debt, while failing to renegotiate it. 

Nor has the government sacceedel in 
bringing inflation down to 20% this year, as 
it had promised. Some basic commodities 
are in short supply. The trade unions, the 
backbone of the ruling party, are agitating 





town of El Amparo, near where those. 14 


_his vieron 


for bigger wage increases: Rich Venezuelans 





are moving money.out of the country, to the 


tune of as müch as $1 billion this year. 
A different kind of trouble comes across - 


the border from: turbulent Colombia: The: e 
B neighbours, long given to quarrelling, argue —— 
over how-to divide the oil-rich Gulf.of Ven- © 
ezuela. Now Colombia's anarchy is starting —— 
to seep across the rivers and through the- ^ 


jungle. Because the Venezuelans have:used 


their oil wealth to control or subsidise tlie. 
price of food, medicines and petrol, these ` 


things are habitually smuggled into Colom- 
bia, where they command higher SEC n 
smugglers carry cocaine back into Venezu 


ela, whose ranchers now face kidnappersas => 


well as old-fashioned rustlers. There is no . 
law and order in Colombia’s Arauca pros 
ince, which looks on to the Venezuela 


people died. 
Venezuelans are icis. and failin 
to make sense of all this. It may be that th 


El Amparo killings were a blunder, and the. | 
iby 
young officers who feel they are-underpaid: > 
and underappreciated. The two incidents A 
are not likely to upset the election, but they 





tanks in the streets a mere demotistration: 


may force Mr Perez to run a a lircle harder for |. 










South Africa MUR 


FROM ouR SPECIAL CORRESPONDENT IN SOUTH AFRICA 


Bucks people on the streets of Johan- 


nesburg wear African blankets more 


than they used to. At political meetings, the. . . 
open-handed. salute of the Pan Africanist 


Congress is getting commoner. Africanism, 


à doctrine that sees the fight in South Africa 





as a non-negotiable battle between dispo 
sessed blacks and white possessors, is on tl... 


rise. The radical all-black pac, moribund for 
25 years, is enjoying a ri 





of the. 

Congress. | a; 
The pac, formed i ANC discit in. 

1959, led the anti-government movement 


that foll lowed tl Sharpeville massacre and 


‘multiracial. E. 


















|. the banning oft oth organisations in 1960. . 
-its military wing, more violent and less. 


organised than. the ANC's, terrified the’ 


whites. But during the next two decades, ~ 
© while the ANC went on organising under- —— 


ground, the PAC's leaders mainly bickered- 


The ANC rode high on the revolutionary . T 


fervour of black: unrest in 1985-86. Whe 
the revolution. never came, some look 
elsewhere for. inspiration. Meanwhile the 





E PAC was at last beginning to resolve its lead- ^ - 


ers’ disputes. Mr Johnson Mlambo, chair- 
man and commander-in-chief of the military 


wing, the Azanian People’s Liberation 
| my. AREA) took over smoothly in TOP 
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vival at the expense . . 
Mrican. National 
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NE of Africa's great white hunters 


| may soon put away his gun. Mr Ro- 


land "Tiny" Rowland has stalked profit 
| on the continent since 1962, when he 
|] took over the management of Lonrho 
| (short for London and Rhodesian Min- 
ing and Land Company). Mr Rowland, 
Indian-born of German parents, flour- 
ished in the African climate of wars, 


` nationalisations and natural disasters. 


|] He is now 71, and if a current takeover 
bid for Lonrho succeeds may retire ear- 


| lier than he had planned. 


In the 1960s many foreign investors 

] retreated from English-speaking Africa 
] along with its white rulers. Mr Rowland 
| did not. He chose to diversify north- 


wards from Lonrho's Rhodesian base 
-] (and, more discreetly yet more profit- 
"| ably, into South Africa too). The choice 





paid off. Africa's new black leaders ap- 
- preciated Mr Rowland's cheery confi- 
| dence. Presidents Kaunda of Zambia, 


Banda of Malawi and arap Moi of Kenya 


| have all become his friends. Safe from 


Į nationalisation, Lonrho has flourished 

^]. in their countries. | 

4 i The wars that came along with 
. decolonisation have proved a boon for 

- merchant-adventurers. Mr Rowland bet 
correctly on Nigeria's federal govern- 

- ment in its fight with Biafran secession- 

ists and on Uganda's guerrilla leader, Mr 


. Rowland, friend in tight corners 





“4 
y 


"1 
d survived a murky shake-up of the Cen- 


- tral Committee that involved bitter accusa- 
tions of drug-smuggling. 

À The PAC's ideas have changed a bit since 

the early days. Its founders left the ANC 

_ partly because they disapproved of collabo- 
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Tiny and the elephants' graveyard 





Yoweri Museveni, in that country's civil 
war. T he winners repaid Mr Rowland for 
support in hard times. In Rhodesia he 
picked the wrong guerrilla leader, Mr 
Joshua Nkomo, who says he trusted Mr 
Rowland like “a son-in-law”. The son-in- 
law ditched him when, the white govern- 
ment finally defeated, Mr Robert 
Mugabe emerged to lead Zimbabwe. 

Peace in Rhodesia-Zimbabwe suited 
Lonrho, which has huge investments in 
the country. Mines and farms were dis- 
rupted by the independence war, and the 
oil pipeline that connects the country 
with the Mozambican coast was kept out 
of action by sanctions against the old 
white government. Mr Rowland did his 
bit for peace by flying the white prime 
minister, Mr lan Smith, to Zambia in 
1977 and 1978, for talks with Messrs 
Kaunda and Nkomo. 

Where instability obstructs business, 
Mr Rowland does not shy from influenc- 
ing history. In 1971 a coup removed 
General Jaafar Numeiri, another friend 
of Mr Rowland, from power in Sudan; 
Mr Rowland played a modest part in 
helping the general back into office. In 
1984 Mr Rowland tried to do him an- 
other favour by organising peace talks 
with the rebels in southern Sudan. That 
failed, Mr Numeiri fell, but Mr Rowland 
remained friends with the rebels. 

These days Mr Rowland calls Mr Jo- 
nas Savimbi, leader of Angola's UNITA | 
guerrillas, "the greatest man in Africa", 
and flies him about in the Lonrho jet. 
Since Mr Rowland is also friends with 
Zambia's President Kaunda, who gets on 
with the Angolan government, he is well 
placed to mediate in the peace talks be- | 
tween government and rebels that may | 
follow the current ones involving Cuba 

| 





and South Africa. 

Throughout his career, Mr Rowland 
has scorned the British establishment, 
whose retreat from Africa gave him the 
chance to make his fortune. But the less 
established countries with which he 
made common cause are not currently 
warming his heart. His dream of control- 
ling Harrods, London's grandest shop, 
has been frustrated by the Al-Fayed 
brothers, who are Egyptian. And Mr 
Alan Bond, who seemingly hopes to take 
over Lonrho, is Australian. 





ration with white Marxists: they thought the 
fight was between races, not between classes. 
The ANC is now less clearly left-wing, and 
says it might tolerate private property. The 
PAC has grown more radical and wants to 
take all land away from the whites. Rejecting 








all negotiation or collaboration with whites 
is an advantage when the white government 
is doing much the same in reverse. The ANC 
leadership's relatively conciliatory line is less 
appealing to frustrated young radicals. 

The PAC is nowhere near challenging 
the ANC's political predominance, but mut- 
terings in the townships suggest it is gaining 
support, and a new Africanist trade union 
and youth party have sprung up. The PAC 
got back into the insurgency business in 
1985, and is increasingly active. In 1986 the 
security forces caught 38 APLA guerrillas; in 
1987 they caught 85. That compares with 
446 ANC guerrillas in 1987, some 200 fewer 
than in the previous year. The ANC's bases 
in Angola and Zambia give it an advantage 
over the PAC, whose nearest bases are in 
Tanzania. As the government's border pa- 
trols grow ever more efficient, both orga- 
nisations are doing more training insidk 
South Africa itself. 

Despite its refusal to talk to South Afri- 
can whites, the PAC has gone on the diplo- 
matic offensive. Stuck with only third-world 
friends before 1986, it now has regular offi- 
cial contacts with America, Britain, France 
and Russia. In the past it got its money 
mostly from China, Algeria and Syria. Now, 
according to Mr Gary Van Staden of the 
South African Institute of International Af- 
fairs, it gets backing from ANC supporters 
like the Russians, the Czechs and the 
French. Organisations such as the World 
Council of Churches, which help both orga- 
nisations with scholarships, pensions and so 
on, have raised the PAC's share. 

However, that success looks like forcing 
the PAC into making a difficult choice. If it 


"wishes to be taken seriously in the world's 


foreign ministries, it may have to moderate 
the racist radicalism that goes down so well 
at home. 
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RR n Inother words, the Ro-mix Account 
ANE -Jk creates an automatic investment 
WEE —-—. spread of one third in equities, one third ; 

+ SN MN in bonds and one third in property. It's 

an ideal mix with a two-fold advantage. — 

PE The risk to your investment, because it's so 

D widely spread, is significantly decreased, 

L/ 


The Robeco Group has always _ 
believed in spreading investments 
across world markets. | 
That s why we er intern ational 









while, for the same reason, your investment 
will always be in a position to take 
advantage of opportunities for growth 
in whichever market they occur. 
. Infact, if you had invested 

US$ 5,000 according to the Romix | 

formula five vears ago, it would have 

grown by 136.8% to a very attractive 

USS 11,540.* 







ates on different pes E niemand 
ments and responds differently to market factors, 
reby creating a variety of investment opportunities. 
x hola how do yon m aké the bestu use eof these 
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| uc Robeco Group now whasthe 
perfect solution. The Ro-mix Account, : 
which automatically allocates your investment M 







. Blue cl d lods and shares. 


17% of your investment will au tomatcaly i 
be placed in Robeco, which concentrates ` 
on international blue-chip companies gy 
with a proven record of profitability. 


DIN stocks. 


The Ro-mix Account is available through Robeco 
Geneva and has been designed to make inter- 
national investing easy, cost-effective and 
flexible. It offers a single entry point. 
into the four Robeco Group $ 
companies, the benefits of Swiss 
discretion, and allows you to cash in your 
investment, in whole or in part, as easily as 
withdrawing from a current account. 
‘The minimum initial investment in a Romix- 
Account is only US$ 5,000 or equivalent. 
And with the Ro-mix formula, you'll be 
making sure that your investment is 
carefully balanced between our 
top-performing international 
investment companies. 
For more information about the 
Ro-mix Account, please send in the 
coupon below today and we'll provide you 
with complete investment information. 


“foe which specialises i in ind maximum 
"investment growth from international- 
...| - government bonds and other fixed 
| interest instruments. i 


Commercial property. 


And the final 33% will be putto work through - 
Rodamco, which invests ininternational ~< X 
prime site commercial property. i O am — T Five years ending 31 October 1988. 
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To: The ee Robeco Group, PO. BOX 973, 3000 AZ Rotterdam, Holland. 
I'm interested in the Ro-mix Account. Please send complete information to: 
Mr/Mrs/Miss/Ms (delete where appropriate) 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 


- of an object of rare perfection. 


We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 


- You can call it pride. For us it lasts a moment; for you, 


-a lifetime. 


ELLE 


life — simply because this 
. made watches. 

_ And if we may draw a con- 
clusion from five genera- 


- be this: choose once but 


- because it's for a lifetime. 


We made this watch for fa Mi. 
you -to be part of your is. 


is the way weve always 


tions of experience, it will 


choose well. 
A Patek Philippe - 
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4], rue du Rhône - 1211 Geneva 3 — Switzerland 























The German temptation 


In the second of our series on how different Euro por see Europe's future, 


our Bonn correspondent explores the two paths 





; HAT do West Germans most want: a 
/ V united Western Europe or a reunited 
Germany? The question used to seem aca- 


. temic. The shining ideal of-a united West- 






mm Europe may have tarnished a little with 
> time, but the European Community gave 
. West Germany a much needed sense of 


identity. Anyway, Eastern Europe seemed 


permanently frozen in a Russian embrace. 


Now things are changing. Much to West 


Germany's delight, the EEC’s all-singing, all- 
dancing 1992 show is on the road. But a 
tantalising new tune comes from the Krem- 
lin. West Germans sometimes seem in doubt 
which music to follow. 

The chancellor, Mr Helmut Kohl, has 
not always helped to make his country's pri- 
orities clear. Earlier this year, during West 
Germany's presidency of the Community, 
he was manfully heaving aside obstacles to 
the 1992 internal market. Last month he 
went to Moscow with dozens of business 
men, and they chatted to Mr Gorbachev on 
trade and the prospects for German unity. 


. What are his partners in the EEC and NATO, 





RE 


= conscious of West Germany's weight and. 


mportance, to make of it? 
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Mr Kohl’s answer is that West European 
cohesion is not a substitute for German 
unity but a precondition of it. He believes it 
would be disastrous to accept a unilateral 
unity-for-neutrality deal from the Russians 
even if this were on offer, which it isn't. (Mr 
Gorbachev made clear in Moscow that for 
the foreseeable future his much-vaunted 
"common European house" will continue 
to have barbed wire strung down the mid- 
dle.) Mr Kohl sees West Germany's future 
rooted in a Western Europe of shared eco- 
nomic and military power which remains on 

close terms with America, even if some 
American troops do go home. 

"Only a group with that weight in the 
world, he believes, could eventually strike a 
deal with Russia on an end to the conti- 
nent’s, and hence Germany's, division. 
That gives Mr Kohl, and the many Germans 
who think like him, an extra stake in Euro- 
pean integration which his EEC partners do 
not have. Britain's Mrs Margaret Thatcher 
fears that European union would mean loss 
of nationhood. Mr Kohl keeps alive the 
hope that through it the two parts of Ger- 
many can come together again. 


ing properly, though, Mr Kohl believe: 
case for more thorough integration À 


st Germany might take _ 


- 18th, a few days before he visited Mo: 


‘by calculation but by conviction, the 




























































This is vis he stresses that -— r 
is at stake in the EEC than completing 
internal market (though the prospect of 
delights West German businessmen, see t 
on next page). He aims for a common € 
rency area, a European army: in all, a: 
reaching ' 'pooling" of sovereignty, whi 
course means the end of today's small 
ereignties. He says little about all this i 
lic these days, to avoid what he rec 
would be fruitless clashes with 
Thatcher. Once the internal market is w 


prove irresistible. 

Meantime he pushes for closer ti 
France at least as strongly as his prede 
Mr Helmut Schmidt, did. All the thing 
Kohl wants to see happen in Europe will, 
thinks, come sooner if West Germany a 
France are at one. 

Even that poses E TO The fous 
ing this year of a French-German econom 
council landed Mr Kohl in hot water wit 
the Bundesbank, which believes (probab 
rightly) that in the long run this will give 
France more leverage over German mon 
tary policy. But the economic body was the 
tribute the Germans .had to pay to-wi 
closer military co-operation with France, ii 

cluding a security council and a joint bi 
gade. Smal. beginnings; but the nucleus, M 
Kohl hopes, of a future European defence. 

For all this, Mr Kohl is well aware of 
T not least in France, that West. Ge 
many may one day abandon its partners an 
go it alone in the east. He prefaced a spe 
on European policy in Brussels on Octob 


by recalling the maxim of West Geri 3 
first chancellor, Konrad Adenauer: : 
dom takes precedence over unity. 


Germany had bound itself to the W 


cellor said. The German nation co 
cover its unity only with the consent 6 
neighbours and "above all with the b 
of the community of free states”. ^^ ^ 

Mr Kohl has a keen sense of history: 
pecially of what previous German- 
alone efforts have led to); and he has a f 
personal attachment to the West, incluc 
America. But what of West Germany’ $ 
fatuation with Mr Gorbachev; the new d 
for credit-backed business with. Russia; 
flood of ethnic Germans now coming 
West Germany from the communist eas 
the revival of the word “fatherland”, whic 
seemed almost dead a decade ago? Doest 
all this look like a worrying brew of gulli ) 
ity and resurgent nationalism? 

Up to a point. Pressure from the left f 

















Europe 


. West German exports 
. First half 1988 at annual rate 


Total: $320bn 


Sources: Bundesbank; OECD 


neutral Germany has lies vanished 
ice the battles over NATO missiles in the 
ly 1980s. On the right, hard-liners who 
German unity above all else have gradu- 
been forced on to the defensive by Mr 
hls success in winning concessions, 
»ecially on travel, from the East German 
'rnment. 

True, Germany's allies get bothered 
he. "help Gorbachev" rhetoric of the 
oreign | minister, . Mr Hans-Dietrich 
jenscher. They believe this is naive, as well 
making it harder for NATO to modernise 
s remaining short-range nuclear weapons 





FROM OUR BONN CORRESPONDENT - 


JEST German busnesonen seem 
^W pretty smug about 1992. Many 
companies reckon they are so good at sell- 
ing to foreigners (hence Germany's 
hronic trade surplus) that the creation of 
single EEC-wide market will mainly mean 
ope to sell more. Yet West Germans 
ave some reservations. 

¿Free movement of goods. The op- 
mistic majority includes big boys like 
Daimler-Benz, busy forging a Euro-scale 
erospace sector, and Deutsche Bank, ex- 
anding strongly in Italy, Spain and, it 
opes, in France. Lots of medium-sized 
rms also expect the post-1992 changes to 
rum up more foreign custom once barri- 
ers, and costs, come down. 

.. But there are plenty of snags too. Mr 
Kohl's government came to power in 
1982 calling for. deregulation and the 
chopping of state subsidies. It has not 
lone enough of either to ensure that all 





and flexible to compete in the new Eu- 


arts of the economy are sufficiently fit 








Weights in the ecu 





Dutch guilder 11.0 







‘Staring 13.4 
* includes Soviet Union and East Germany 





































in Europe. This does not prove that Mr 


Genscher has a secret agenda for a sell-out of 


western interests. 

In 1988 West Germany’s economic in- 
terests are still concentrated overwhelm- 
ingly in Western Europe. The EEC accounts 
for more than 50% of its trade (and a handy 
slice of its visible trade surplus), the commu- 
nist world together for only about 5% (see 
chart). No dramatic change is in prospect. 

All the main West German parties sup- 
port West European integration, and their 
enthusiasm looks less contrived now that 
the Community is on the move again. The 


Looks like a vintage year, 1992 


rope. Among the likely losers in a larger 
market are the heavily protected trans- 
port sector and telecommunications (de- 
spite a half-hearted effort to shake up the 
dozy Bundespost). 

Tax is a problem too. Aligning Germa- 
ny s relatively low rates of value-added tax 
to a European norm is no real problem. 
But firms are squeezed by much heavier 
corporate tax than their rivals in Britain 
and, France (though, admittedly, provi- 
sion to offset tax is pretty generous too); 
and a notorious stockmarket turnover tax 
drives a lot of trading to cheaper spots like 
London, weakening West Germany’s role 
as a financial centre. _ 

e External trade policy. Another worry 
is that a lot of people in the EEC would like 
to throw up new barriers to trade between 
single-market Europe and the rest of the 
world. West Germany, the world's biggest 
exporter, stands to lose most from tit-for- 
tat protectionism. Hence the nearly unan- 


imous cries against a "fortress Europe" 


“country’s travel- y youfig people treat a 
frontier-free Western Europe. as a matter of 
course, Not much talk of “fatherland” from 
them. Rather a confirmation of what Martin 
Walser, one of Germany's best-known mod- 
ern writers, once wrote: that "the more Eu- 
rope absorbs us, the more pleasant it will be 
to be a German." The German temptation 

has not vanished, but neither have the 

 benevolent forces that contain it. | 





France m 
So far, no sweat 


FROM OUR PARIS CORRESPONDENT 


F WINNING time is the test, France 
prime minister, Mr Michel Rocard, is do- 
ing a good job. Some unkind people 
thought he would turn out to be better a= 
analysing trouble than managing it. For thi 
moment, Mr Rocard’s "let's-comipromise" 
approach seems to be working. He has de- 
fused the South Pacific bomblet of New Cal- 
edonia. He has reason to hope that strikes 
by public employees may soon fizzle out. 
- Inareferendum on November 6th, four 
French voters in five approved a plan to give 
New Caledonia more home rule and a 
chance ten years hence to decide whether it 
wanted to stay French. Although New Cal- 
edonia's own voters did better, only 3796 of 
all Frenchmen eligible to vote bothered to 
do so, a record show of indifference (or per- 
haps exhaustion, since this was France's sev- 








(although German carmakers, for exam- 
ple, may lose part of their present market 
if their EEC partners really do drop the re- 
strictions they currently ig on imports 
from Japan). | 
@ Free movement of capital. This is al- 
most as popular with West Germans as 
free trade. They say they want economic 
and monetary union but that abolition of 
capital controls throughout the EEC 
(agreed upon but not yet implemented) 
must come first. Other preconditions in- 

clude full British membership of the Euro- 
pean Monetary System and sorting out 
such oddities as the wide fluctuation band 
for the lira. 

The Bundesbank now reluctantly tol- 
erates private use of the ecu in West Ger- | 
many; but it does not believe that the ecu 
will supplant the D-mark and become Eu- 
rope's currency until it is administered by 
a European central bank. And that cen- 
tral bank will have to be as independent of | 
politicians as the Bundesbank is. As the . | 
Bundesbank's president, Mr Karl Otto. 


Pohl, puts i: “You can't turn vin 


ordinaire into Chateau Lafite by changing A 
radi label". ! 
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Rocard's eck road 


enth trip to the polls since April). 

What matters now in New Caledonia is 
that the plan so grudgingly approved be 
made to work. The island is no less divided 
than before. The southern, French-settled, 
bit voted heavily against the Rocard plan. 
The north and the outer islands, peopled by 
Melanesian Kanaks who mainly want inde- 
pendence, were solidly for. The two commu- 
nities’ leaders, Mr Jacques Lafleur and Mr 
Jean-Marie Tjibaou, backed the plan. Many 
French settlers want Mr Lafleur to step 
aside. He says he will stay. He and Mr 
Tjibaou will need help from the Rocard gov- 
ernment if conciliation is to work. 

Mr Rocard's other problem is closer to 
home. France's public employees, who have 
taken the brunt of a five-year salary squeeze, 
came back to work this autumn wanting a 

ise. The effects of their scattered strikes, 

hich went on through October, began to 
make themselves felt earlier this month. 
Sacks of undelivered mail clogged post of- 
fices. French trains, which usually run with 
almost Swiss precision, ran late or not at all. 
Some railworkers have blamed job-cuts, low 
pay and poor morale for a rash of recent 
crashes. Nurses suspended their strike but 
continued with a limited go-slow. 

Nothing poisons a government's popu- 
larity faster than the feeling that public ser- 
vices are going to hell. Well before things got 
that far, Mr Rocard decided to intervene. 
On November 9th his government offered 
public employees a take-it-or-leave-it pack- 
age. This would, in effect, raise basic pay and 
cost-of-living adjustments for this year and 
next year by 596, exactly the rate by which 
the government is expecting prices to rise 
over the same period. Most union leaders 
wanted to accept, although some of the rank 
and file were for holding out. 

Private economists on the whole do not 
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think the price being offered for social peace 
is too high. But there is a future catch. Be- 
fore long Mr Rocard will have to decide 
whether he is going to try to overhaul the 
whole creaky structure of France's public 
services or, as is the habit, slip this overdue 
job to his successor. 





Ireland 
ourprise us again 


FROM OUR SPECIAL CORRESPONDENT IN DUBLIN 


HERE are few places where history 

moves in more perverse ways than in Ire- 
land. Just now history seems determined to 
fit up Mr Charles Haughey, the Irish prime 
minister, for greatness. A more unlikely 
man would be hard to find. Mr Haughey is a 
street-fighting politician whose attempts at 
importance have, until recently, reminded 
despairing observers only of Juan Peron. 

Yet when history, after last year’s elec- 
tion, offered Mr Haughey the chance to take 
hold of Ireland’s collapsing economy, he 
took it. Difficult spending cuts were made. 
The country’s debt has been stabilised, and 
hope has returned to a suffering population. 
Well done indeed, Mr Haughey. But history 
has not finished with you yet. 

Mr Haughey and his populist Catholic 
Fianna Fail government now face another 
challenge. On October 26th the European 
Court of Human Rights in Strasbourg or- 
dered the Irish government to do away with 
laws making homosexual acts punishable by 
life imprisonment. No one in recent years 
has been prosecuted. But no government 
has been keen to do away with the laws. No 
politician so far has been willing (or if will- 
ing, able) to tackle the issue. 

Homosexuality is only part of the prob- 
lem. Divorce and abortion are banned by 





Norris changes trains 


the Irish constitution. The right of cou- 
ples—even married ones—to use artificial 
means of contraception was secured only in 
1979. Unrestricted access to contraception 
has been allowed only in the past three 
years. Now that they have dragged Ireland 
from the old-fashioned interventionist style 
of economics, will Mr Haughey and his gov- 
ernment do away with the old-fashioned in- 
terventionist style of morality? 

The Strasbourg case gives them an 
opportunity. It was brought by a Dublin ho- 
mosexual, Mr David Norris. Mr Norris isa 
senator and also a lecturer at Trinity Col- 
lege, Dublin (see box). He is an authority on 
James Joyce (another Dubliner, but one who 
pretty nearly gave heterosexuals a bad 
name) and one of the wittiest raconteurs in a 
city famous for its talkers. 

The last time Mr Haughey had a chance 


The importance of knowing Oscar 


FROM OUR SPECIAL CORRESPONDENT IN DUBLIN 


HE case won by Mr David Norris at 

the European court in Strasbourg 
trails behind it some wisps of the case of 
Ireland's most famous homosexual, the 
ill-fated Oscar Wilde. Mr Norris and 
Wilde both studied at Trinity College, 
Dublin. Mr Norris, like Wilde, is an Irish 
Protestant. (Or rather, as Wilde put it, “I 
have no religion. I am an Irish Protes- 
tant." ) Mr Norris is one of the three Irish 
senators who are elected by graduates of 
Trinity. 

A previous and celebrated Trinity 
parliamentarian was the Protestant mili- 
tant Edward Carson, a contemporary of 
Wilde who later, as a barrister, broke the 





playwright under cross-examination in 
the first of three court cases in London 
which ended with Wilde locked in Read- 
ing jail for sodomy. (Carson would per- 
form his task, Wilde noted, "with the 
added bitterness of an old friend.") The 
prosecutor in the second case was 
Charles Gill, also a graduate of Wilde's 
old university. 

As it happens, the barrister repre- 
senting Mr Norris in the Strasbourg case 
was another Dublin University senator, 
Mrs Mary Robinson. She spent her 
childhood at 21 Westland Row, Dublin. 
By Irish coincidence this is the house in 
which Oscar Wilde was born. 
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to lead the Irish towards tolerance, he ig- 
nored it. The previous government, under 
Mr Garret FitzGerald of Fine Gael, at- 
tempted to win a constitutional referendum 
in 1986 that would have legalised divorce. 
Mr Haughey, eager to trip up the govern- 
me nt, helped to defeat the referendum. Now 
polls show that most Irish people would wel- 
come divorce reform. 

- Mr Haughey's government has indi- 
cated that it will do the European court's 
will on homosexuals' rights, despite opposi- 
tion from conservative Catholic groups. He 
could use this as an opportunity to re-exam- 
ne all of Ireland's illiberal laws. He is the 
indisputed leader of the largest party, which 
commands 50% support in the opinion 
polls. The nearest rival, Fine Gael, has only 
2696. That popularity. could give. Mr 
daughéy the power to unite a cross-party 


iberal majority. 

- It would do Mr Haughey no harm with- 
in his party if he refused the challenge. Yet 
no one in Ireland, including that party, ex- 
pected Mr Haughey to bring in the muscular 
budgets that have made this government the 
most admired in decades. History, that wily 
oker, is still pointing in his direction. 
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F » OUR NORDIC CORRESPONDENT 
x 


"THE awful cost of modern weapons is un- 
A dermining one of the pillars on which 
Sweden has built its neutrality: its ability to 
produce most of its own arms, including air- 
raft, submarines, tanks, missiles, artillery 
and the clever electronics that make them 
work. The latest threat to Sweden's do-it- 
yourself defence comes from the delays and 
cost-overruns which are plaguing the coun- 
trys newest fighter-bomber, the Gripen, 
which is to replace the aging fleet of Viggens 
in the early 1990s, 

.. Worried by the rising cost of the project, 
the government has asked the country’s su- 
preme military commander, General Bengt 
Gustafsson, to work out how many aircraft 
it can now buy for the money it has. The 
government has three choices: it can buy 
fewer than the 140 it originally decided it 
eeded (the air force had wanted 300); it can 
itump up more cash; or it can abandon the 
project, write off the Skr8 billion ($1.3 bil- 
lion) invested in it so far and buy foreign- 
built aircraft. Whatever happens this time, 
Sweden will probably have to look abroad 
for its next combat aircraft. 

. The Gripen. project is already about 18 
months behind schedule (first deliveries 
were originally planned for 1992). The jas 
1 ial Group, headed by Saab-Scania, 
Volvo and Ericsson, has offered to supply 
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the state defence procurement agency with 
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110 aircraft for Skr47 billion. This is Skr5 
billion above the maximum price the gov- 
ernment estimated it might have to pay 
when the project started in 1982. 

It is not only the future of the Gripen 
that hangs in the balance. General 
Gustafsson was telling the government he 
needed more money even before that crisis 
arose. Failing an increase, Sweden may have 
to resort to ordering several sorts of arms 
more cheaply abroad to release money to 
pay its soldiers. That would mean the end of 
a cosy era for Sweden’s defence industries, 
and another knock to its neutrality. 











The Serbs may be making it up 


FROM A SPECIAL CORRESPONDENT IN KOSOVO 


UGOSLAVIA'S Serbian national- 
ists, and their aggressive champion, 
Mr Slobodan Milosevic, have been held 
back. In Belgrade the Central Commit- 
tee of the Communist party wrangled, 
but stood firm against him. In the prov- 
ince of Kosovo the Serbian minority still 
insists that its members are being perse- 
cuted by the dominant Muslim Albani- 
ans. The complaints are convenient for 
Mr Milosevic, who wants control over 
the province. But are they true? 
Albanians undoubtedly resent and 
| dislike Serbian power, but so far the bat- 
tle looks like a phoney war. Despite ru- 
mours of rape and murder, casualties in 
Kosovo's troubles have been rare. The 
struggle is fought mostly 
with angry stares and abu- 
| sive words, not guns. Serbs 
complain that Albanians 
are harassing them in order 
to force them out of their 
homes and off their land. 
Ask any Serb in Kosovo 
and he recounts a litany of 
injustices committed by his 
Albanian neighbours. The 
Albanians kill our pigs. 
They smash our windows 
with stones. They rape our 
| women. Everybody knows 
the stories. But ask, “Have 
you had any problems 
yourself?” and the answer, 
almost invariably, is no. 
Court records list 14 rapes by Albani- 
ans against Serbian women since 1981. 
"Nationalist motives" were found for 
- only two of the cases (how the police de- 
cide whether a man commits rape for po- 
litical purposes is unclear). The figures 
are likely to be correct. Repeated tales of 
atrocities, told like tape-recordings to vis- 
itors, smell of exaggeration. At the 
Gracanica convent Sister Tatjana re- 
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Switzerland 


















Check your case, 
sir? 


FROM OUR SWITZERLAND CORRESPONDENT 


HE Swiss are unsuited to embarrass- 

ment. They get so little practice. Still, 
just lately they have had a go. On November 
4th the news broke that Swiss banks had 
been used to launder SFrl.5 billion ($1 bil- 
lion) in drug money: embarrassing enough. 
The husband of the minister of justice was, 





ceives foreign visitors, to each of whom 
she recounts with mounting hysteria 
how an Albanian policeman squeezed 
her hand and tried to pull her into an 
embrace. She calls it attempted rape. 
Exaggerated as the Serbs' tales some- 
times seem, it would be wrong to dismiss 
them outright. The Serbs clearly fear be- 
ing overwhelmed by a fast-growing Alba- 
nian majority. In 1981, at the time of the 
latest census, barely 1396 of the prov- 
inces population was Serbian. That 
same year Albanian nationalists went on 
a spree of anti-Serb violence. Since then 
the Serbian population has shrunk to 
under 1096. The Albanians, with Eu- 
rope's highest birthrate, have been buy- 
ing out homes and farms 


from Serbs, many of whom 
are departing. 
The most worrying 


thing about this under- 
standable fear of being 
swamped is its manipula- 
tion by Mr Milosevic, self- 
appointed leader of the 
Serbs and would-be leader, 
it seems, of Yugoslavia. Mr 
Milosevic dispatched 1,000 
paramilitary policemen to 
Kosovo in September, and 
he clearly exploits the issue 
for his pursuit of power. 
Many Albanians fear that 
the federal government is 
looking for an excuse to declare martial 
law in the region and to act against them 
under cover of it. 

The atrocities may be largely imagi- 
nary, but the tensions are real enough. In 
Pristina's high-rise office buildings Alba- 
nian men step out of lifts if a Serbian 
woman enters. They do not want to be 
accused of rape. Serbian men have 
formed vigilante groups. Their guns are 
not phoney. 
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You may have heard about the excellent returns offered by of 
companies, yet been put off by either the lack of recognisable company names 
na | | or by confusion over what they actually doo E m 
As an overseas resident there are definite advantages in investing 3 
offshore but to quote the Observer newspaper of 19th June 1988, “if one is 
kä 0 s i i i going to place money. overseas the safest rule is to stick to the funds run 
= — RECO: by the offshore arms of UK fimancial 
: institutions whose reputation and 
standing are beyond dispute.” 

— Obviously, Barclays Bank and 7 
Barclays International Funds are 
such institutions. 

A wide choice 
We now offer 17 offshore invest- 
ment funds marketed from politically 
stable Jersey in the Channel Islands. 
Advisors to the funds are Barclays de 
Zoete Wedd Investment Management 
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ident of the exchange bureau in Zurich 


9 embarrassing. The minister, Mrs Eliza- 
th Kopp, is due to be president of Switzer- 
id in 1990: oh dear. 


Raised in their wonderland of honesty, 


gglers and Mafia drug barons, keen to 
an their money, have been abusing their 
spitality. Money was brought into the 
try in ordinary notes, about $100,000 
200,000 in each small case, usually by 
panese couriers. So far, nothing illegal. 
t one wonders at the innocents who 
| to man Swiss banks. Around SFr1.5 
in small cases, however the couriers 
their trips, and however many banks 
.the Swiss streets, would have left 
banking halls looking like the left-lug- 
om at Victoria station.) 
men with the cash opened accounts 
hree big commercial banks, Crédit 
wiss Bank Corporation and the 
Bank. All three banks say they did 
ng against the rules of their internal 
ition of diligence". Yet the Federal 
ng Commission, which wants to get to 
| matter, has given them 
e hard questions. 
A good | proportion of the money went 
> buy gold, allegedly through the Shakarchi 
ading Company, an exchange house that 








in the 1970s. Mr Hans Kopp, the hus- 
and of the minister of j justice, became vice- 


sident of its board in 1984. As i 


he first woman member of the Federal 
uncil, the collection of ministers who 
rm the Swiss government. 
In a kind of Swiss variation on Mur- 
"$ Law, Mrs Kopp's ministry has been 
rking on new legislation that would make 
ey-laundering a criminal offence. At the 
ment money-laundering is an offence 
when the money can be linked to illegal 
Bankers and lawyers have been op- 
ng the suggested changes, saying they 
r self-regulation. The affair will proba- 
speed passage of the law, which will 
e it harder to hide the traces of money 
only from drug dealing but from other 
vil activities, including illegal arms trad- 
nd corruption. 
No one is accusing Mrs Kopp of wrong- 











l Council is not a comfortable one for 
vife of a man closely associated with the 
archi Trading Company. The presi- 


try hás never known a federal council- 


lj just before the scandal Wee ice. . European | parliament 


Plain silly 


at was allegedly part of the laundry: rather .. 


> Swiss can hardly believe it. Turkish gold — 


ved headquarters from Lebanon to Zu- 


ppens, that was the year his wife Thule b 


g, but a position in the seven-member 


| 
tober 19th Mr Oscar Bronner, founder 
| 
| 
| 
| 
| 
y of Switzerland is a purely honorific | 
which the seven councillors take turns. | 
fill. How to handle accusations against a. | 
ure president' s husband is a puzzle. The | 


redire from office under acloud of fam- | 


FROM OUR BRUSSELS CORRESPONDENT 


{EN parliaments look silly, democ- 


racy suffers. The European Parlia- 
ment in Strasbourg has been given new 
things to do as part of the move towards a 


single European market in 1992. Much of - 


what it now does is (through no fault of its 


own) dull but worthy. But when it ventures — 
into deeper waters it flounders, sometimes 


spectacularly. Some of its. members are try- 
ing to put that right; for example, new rules 
have cut down the fiddling of expenses by 
some imaginative members. 


Folly persists, On September 15th the 
parliament adopted an emergency resolu- - 


tion condemning the purchase of babies in 
Latin America as a source of spare parts for 


transplant operations in the United States. 
If it existed, the trade would indeed deserve: 


condemning. But the report alleging its exis- 
tence (from a body called the International 
Association of Democratic Lawyers) was a 
collection of old rumours; and the resolu- 
tion (sponsored by a French Communist, 


Mrs Danielle De March) was rushed 


through on a show of hands, without debate 


precem 


€——— 


and with no: attempt to check cie its 


unpleasant anti-American fantasies had any 
foundation in truth. — 

The matter was raised under the parlia- — - 
ment’s rules that allow for emergency resolu- 
tions on issues of burning topicality. Some ` 
Euro-MPs have long been worried about the 
abuse of that procedure. It does not tempt 
British members since British newspapers 


do not bother to report the goings-on in 


Strasbourg; but representatives of other 
countries exploit it to win publicity for pet 
causes, often human rights or coups d'état 
far ftom Europe. They make the parliament 


seem sillier than it need. 


The 518 members of the present parlia- 


. ment were elected in 1984, before the 1992 
. project got going. Many of them are wholly 


uninterested in scrutinising laws and regula- 
tions about the internal market. The next 


` parliament, to be elected next June, will 


have even more such dull but necessary stu 
y 


to cope with as the 1992 deadline ar 
proaches. Many members will remain the 


same, which is the electors' fault rather than 


the parliament's. But its members could de- 
vise rules to stop their whole organisation 
looking ridiculous, especially by tightening 


upon emergency resolutions as rigorously as 


sensible national parliaments do. 
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taste of Manhattan 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


NATION's newsstands are as good 

a measure as any of its character. To 
muse over a Viennese newsstand is to 
feel worthy but dull: the conservative- 
minded Austrians get such fare as the 
sturdy daily Die Presse, the slightly more 
outward-looking Salzburger Nachricht- 
en, and the weekly Profil. Just lately, 
though, some excitement has been stir- 
ring among the newspaper racks. On Oc- 


of Profil, launched Der Standard. He 
fancies he has given Austrians their own 
version of the New York Times. 

The paper, the size of Le Monde and 
the pink colour of the Financial Times, 
is selling well and has plenty of advertis- 
ing. In the first week or two Der Stan- 
dard was selling over 70,000 copies a day, 
not far behind Die Presse's 75,000. It has 
since settled at about 50,000, plenty 
good enough to cope with a yearly run- 
ning cost of $13m. 

lt had not been easy to find the 


money to start the paper. Conservative’ 
Austrian banks shied away from the in- 


dependent-minded Mr Bronner. Deter- 
| mined to set up a liberal paper, he 


turned, undismayed, to a conservative- 
West German publ ishing. family, 4 the 














(how much is not disclosed), Springer - 


.13 years he lived in Manhattan. On his 


and. became determined to create his 
own version of it. Lucky for the Austri- 





Springers. The Springers said yes, and 
the money was forthcoming. 
Having put up nearly all the capital 


gave Mr Bronner half the voting rights 
and said there would be no editorial in- 
terference. Mr Bronner trawled through 
Vienna for 35 journalists and got the 
presses rolling. His ideal is the New York 
Times, of which he grew fond during the 


return to Austria he missed the paper 


ans. Most: people who leave New: York 
miss nothing but the cheesecake, : 
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The pinnacle of the watchmaker's art. Blancpain men's watches in eighteen karat gold 
with automatic movements, ostrich straps and the Tiffany signature. From top: With day, date and moonphase, $7,550. 
With date and sweepsecond hand, $5,700. With perpetual calendar and moonphase, $17,850. 
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a Aimost every two seconds, b Theair conditioning and 
omewhere in the world healing equipment in buildings 
nother aircraft powers up with ind homes is quieter and 
Pratt & Whitney engines more efficient, thanks to Carrier 
Utilizing such advancements the world’s largest manufa 
as single-crystal technology turer of these technologically 
and high-temperature turbine advanced system 


alloys, Pratt & Whitney has 
pioneered propulsion Systems 
tor military, commercial and 


general! aviation 


Theseare the companies of United Technologies, along with UT Automotive, Hamilton Standard, Norden and others. 
Each one is a leader in its own market. Together, as United Technologies, there are more than 190,000 of us in 

300 plants in 57 countries. All working together, sharing knowledge, engineering and expertise. All with the single 
goal, to make the most of our united technologies, for all our customers. 
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€ The tradition of lead 

ership at Sikorsky lives on with 
military helicopters supped 
to more than 36 nations, and 
commercial helicopter 

designs that lead the industry 
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d The most advanced 
technologies, including digital 
communications and 
electronic dispatch systems, 
predict and monitor pas- 
senger loads and destinations 
on Otis elevators 
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MARCO POLO 
BUSINESS CLASS 


az prm, d . E = 


BUILT TO HELP 
THE CORPORATE BODY ARRIVE 


IN BETTER SHAPE 


On July 10th, we invited Mr. Roderick 
Frew, General Manager of an inter- 
national bank on flight CX701 to 
Bangkok to tesi the New Marco Polo 
Business Class. 

The changes he saw are significant. 

A completely new environment 
with wider, more comfortable seats. 

A new interior designed to create a 
relaxing, business-like atmosphere. And, 
on long haul flights, foot -and leg-rests. 

All these improvements met W ith his 
approval. But one thing pleased him 
more than anything else. 

The fact that we hadn't changed our 


high standard of service. 


Cathay Pacitic gratefully acknow ledges the 
participatk n of Roderick Frew in the testing of 


the New Marco Polo Business Class. 





Arrive in better shape a 


CATHAY PACIFIC. 





A: UPS, Our People Don't Just Take Your International Parcels. They Take Responsibility For Them. 


. " , - E = 
For further information call Australia: Rohlig Australia Pty Ltd * Tel 662 4099 Brunei: layapuri (B) Sdn Bhd * Tel (673-2) 20119/23664 China, Peoples Republic of 
China National Foreign Trade* Tel 831-2928, 831-3181 Hong Kong: UPS* Tel 3-345402 Indonesi 


a: PT Global Putra Indonesia* Tel 351424-3805702. 34 3946-356314 
® Trademark and service mark of United Parcel Service ol America. Ine of USA 





Q.. By One 


Yo international parcel or document will never leave our control 


Wherever in the newly extended UPS network it may be going 

Everyone involved in your delivery is a vital part of the international U PS system 

Long before a UPS partner or authorized representative is allowed to satisfy you 
he must first satisfy us And eighty years spent becoming the biggest delivery service 

in the USA have made us very hard to please. Europe, The Pacific, Australia, North America 
Hidden in a maze of back streets or miles from anywhere. If its within our network, 
well not only get your package there, we'll tell you when it will arrive 
And that includes 600 million addresses in mainland China 
At times our passion for efficiency may seem extreme 
But we see little merit in being the biggest unless you get there by being the best 
Thats why everyone at UPS is dedicated to a single task 


Farning vour trust. One delivery at a time 


LK 


United Parcel Service 


As sure as taking it there yourself. 





Japan: UPS- Yamato Express Service Co., Ltd + Tel Ichikawa (0473) 27-6121 Korea: Korean Air Freight * Tel. (02) 718-9141/5 Macau: United Parcel Service * Tel. 3- 
345402 Malaysia: United Parcel Service* Tel 7335677 New Zealand: FLI CARGO (N Z ) Ltd + Tel (09) 275-4009 Papua New Guinea: RLC Robert Laurie Co. Pty 
Ltd * Tel 675 251511 Philippines: DelBros, Inc * Tel 47224! Singapore: UPS * Tel. 289-1111 Taiwan: UPS * Tel 7170580 Thailand: UPS + Tel. 258 0060 259-0360 







When the Tasmanian government wanted to boost 
tourism, it discerned the need for more world-class 
accommodation. 


-.:S0 we put together a complete package offering just 
"that. We organised a development consortium to 
< build the new Sheraton Hobart. 


' Our characteristic concern for an elegant but cost 
effective result enabled us to conserve funds without 

sacrificing any of the essential design elements that 

are part of the internationally acclaimed Sheraton 

“atmosphere. 

! G.H.D. was responsible for 


..* project co-ordination using "fast track’ design 
zand construction methods 



























e vertical transportation 
e sophisticated communications facilities 





ouch comprehensive services enabled us to offer 


oe | the Sheraton Hobart project the correct combina- 
e seal. 2c im igations tion for swift and successful completion. 
‘stru 


* mechanical services, including air conditioning We can do the same for you, offering as much help 
- and energy management as you need, from individual engineering disci- 
electrical services — power, lighting, p'ines to total project management. 


security and audio-visual facilities We look forward to discussing your needs 
hydraulic and fire services in detail. 





Gutteridge Haskins & Davey 


Consulting Engineers Planners Surveyors Project Managers 


Brisbane: (07) 831 7955 e Cairns: (070) 51 1422 e Canberra: (062) 49 8522 € Darwin: (089) 815922 e Hobart: (002) 23 7733 
ae * Melbourne: (03) 665 0222 € Newcastle: (049) 69 6655 e Perth: (09) 322 3899 e Sydney: (02) 690 7070 


. - anda network of other offices throughout Australia with local experience and expertise 
D Established i in 1 1928; GHD i is an Australian owned firm of independent, professional consultants. 





































A blueprint for coal 


Mr Cecil Parkinson, the ene 


secretary, is planning the sale of British 


Coal. The easiest way to sell it ts not the best 


j fs company that brought you the 
three-day week and candle-lit evenings 
may not seem an attractive candidate for 
privatisation. But British Coal has pulled its 
socks up in recent years. Since the 1984-85 

iners’ strike, it has closed or merged 78 
_igh-cost pits, halved its workforce and 
raised productivity by 70%. Its half-year re- 
sults, due on November 14th, will show that 
it is set to double last year's £216m operat- 
ing profit in 1988-89. Progress indeed. 

Mr Parkinson hopes to sell British Coal 
in 1992 or 1993—after, he hopes, the Con- 
servatives’ fourth consecutive election vic- 
tory. Many people think he should sell it 
sooner, perhaps before he puts Britain's 
electricity-supply industry up for sale. The 
two industries are inextricably linked: more 
than three-quarters of Britain’s electricity is 
generated from coal and a similar propor- 
tion of British Coal's output is burnt by the 
electricity industry. A study by Salomon 
Brothers calculates that every 1% fall in the 
price of coal adds 8% to the profits of the 
electricity-generating industry. 

To fatten the electricity industry for 
sale, Mr Parkinson is raising its prices by 
some 15% in the two years before 
privatisation. He hopes that competition be- 
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tween the various bits of the soon-to-be-frag- 
mented industry will push prices down again 
in the 1990s. But he knows that the easiest 
way to cut electricity prices (and increase the 
industry's profits) is to put pressure on Brit- 
ish Coal to cut its prices. Imported coal costs 
around £30 a tonne at the power-station 
gate. On average, the Central Electricity 
Generating Board (ceos) still pays British 
Coal £45 a tonne. 

Falling coal prices have lost British Coal 
£500m in annual revenues. By contrast, 
Britain's tiny private coal-mining industry 
continues to turn in profits year after year 
despite being hampered by workforce re- 
strictions and royalties (a hefty £13.50 to 
British Coal for every private opencast 
tonne). Remember, too, that taxpayers have 
poured £10 billion into British Coal since 
Mrs Thatcher became prime minister (some 
of it admittedly well spent, on closing down 
pits). The temptation to let the private sec- 
tor work its magic is overwhelming. 

How to do it? The easy way would be to 
heed Sir Robert Haslam, British Coal's 
chairman, and sell the business in one 
chunk (although the government would still 
own and license coal reserves). Sir Robert 
would like to stage a management buyout, 


but the company could just as easily be sold 
to a consortium of energy companies (BP and 
Consolidated Gold Fields have been 
tioned). The newly privatised electricity-dis- 
tribution companies might like to bid, too. 

This, though, is the myopic way to pri- 
vatise British Coal. Sir Robert says that he: 
gets plenty of competition from oil, gas and 
imported power-station coal (a paltry 2me 
3m tonnes). But his company is still a near- 
monopoly supplier to the generating indus- 
try—and so it will remain for years after 
electricity's privatisation, because it will win 
most of the initial long-term fuel contracts 
which the CEGB's successor-companies (Na- 
tional Power and PowerGen) are now nego 
tiating. The government should learn from 
its past errors (British Telecom and British 
Gas), and not simply transfer the whole 
company to the private sector. Coal is not a 
natural monopoly: indeed, the experience of 
private pits suggests that sheer size is a 
handicap. If the government wants supplies 
of cheap domestic coal, it should split Brit- | 


ish Coal up. 


Better in bits 
The standard argument against a break-up i 
that it is hard to see how several viable come 
panies could be set up. Mr Dieter Helm, an 
economics don at Oxford University, has 
come up with an answer. At present British 
Coal has nine deep-mine regions (which 
turned in an operating loss of £100m in 
1987-88), plus an opencast-mining executive 
(which made a profit of £252m from pro 
ducing just 15% of the company's coal). 
This distinction between deep and opencast 
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Come and join us 






WO members of the Britain sec- — 
tion, our health and our housing — 
and  localgovernment  correspon- - 
dents, are moving to other parts of 
the paper in January. We need re- || 
placements, ideally in their mid-20s 
to mid-30s, who share their versatil- jf 
| ity: between them, they have written. 
| about subjects as diverse as public - 
| spending, cricket, law, taxis and mu- ~ 
| seums as well as their specialities. Pree - 
| vious journalistic experience is less - 
| 
| 








important than numeracy, good ideas 
and a knowledge of the core subjects. “] 
Salary negotiable. ^ 

Apply to the Britain editor, The — 
Economist, 25 St James's Street, Lon- Y 
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ing is artificial. Merging deep and 
ncast mines on a regional basis is the key 
plitting up British Coal. 

he table shows how British Coal's 
esent deep-mine regions, merged with lo- 

ipencast operations, could be combined 
to six separate coal companies. If the gov- 
tnment restructured British Coal (most im- 

rtantly by writing off its debt), four of 
hese companies would have made profits if 
y had been operating in 1987-88. 
_ The two exceptions—the "Yorkshire" 
“South Wales and. West" coal compa- 
would together lose.a hefty £51m on 
987-88. figures. This is mainly because 
'kshire has no opencast safety net, while 
South Wales and West counterpart needs 
improvements in productivity. As 
isation is still five years away, both ar- 
have time to make better use of 
'anisation and flexible working. 
a conference organised by The Econ- 
on November 7th, Mr Parkinson 
d that, as a now-reliable domestic sup- 
titish Coal should attract a premium 
or its fuel. True, but if a handful of 
te companies were vying with each 
(and with much more imported coal) 
'remium would shrink from its present 
-s0 a tonne. » 
n the government's eyes, one big bonus 
plitting British Coal should be the 
ionalisation" of the union. A new, 
sed: ‘Midlands Coal Company", for 
e, would be dominated by the mod- 
nion of Democratic Mineworkers; 
nother region, dominated by the Na- 
al Union of Mineworkers (NUM), went 
strike. in solidarity with its Midlands 
hren, the government could prosecute it 
taking secondary action. Impasses like 





















































good shake. 


‘one over six-day working at a pit in. 





ers, could be a thing of the past. 


prime British Coal for privatisation 
until after the next election. Ox- 
ford’s Mr Helm reckons that the 
government should start its 
privatisation countdown now. by 
restructuring British Coals man- 
agement. That may seem an un- 
grateful response to sterling 
progress. But some pundits, includ- 
ing Mr Helm, argue that British 
Coal is dragging its heels on cost 


six-day working, which could lift the 
company's output by a fifth—in or- 
der to preserve as many of its pits as 


on collision with the NUM. 2 
By setting up "shadow" re- 
gional coal companies—in the pub- 


parliament, run by strong and en- 
trepreneurial regional managers, Mr Parkin- 
son could make a good start. Sir Robert, like 
most chairmen of nationalised industries, 
will fight to keep his monolith intact. Mr 
Parkinson should point out that Sir Rob- 
erts initial three-year term ends next 
August. 





Broadcasting 


ocreen test 


TH white paper on broadcasting, pub- 
lished on November 7th, had to recon- 
cile three groups with three distinct points 
of view. First were those who believe that 
Britain has the least bad radio and television 
in the world. These include (but are not con- 
terminous with) those who work in broad- 
casting—and this was the starting point of 
Mr Douglas Hurd, the home secretary. Sec- 
ond, there were the technology freaks: the 
people who think that satellite, or cable, or 
microwave transmission will soon change 
the world. These are the ones who insist that 
telecommunications and broadcasting are 
growing into each other, and that soon ev- 
erybody will be shopping, buying theatre 
tickets and whatever else on their telly. This 
is the camp of Lord Young and the Depart- 
ment of Trade and Industry. 

The third group, because it included the 
prime minister, was the most important. Its 
members saw an industry that had grown 
wasteful and cheeky, and wanted to give it a 


In the event, the professional 
emollience of the civil service produced a 
document which, against most expectations, 
had something for everyone. For the “least- 


: les, where the — 
NUM's national officials have been - 
frequently at odds with Welsh min- 


Mr Parkinson says he will not 


cutting—especially’on the issue of. 
- bad" brigade: 


possible and to avoid another head- 


lic sector—before the end of this 







































€ A ringing endorsement of the BBC as th~ 
cornerstone of British broadcasting; | 

@ A "quality threshold" for all those who 
want to bid for commercial television fran- 
chises, and requirements that they should 


- broadcast regional, news and informative 


programmes; 
€ A commitment to continue Channel 
Four's remit as a publisher of the air; 

€ A series of controls designed to prevent 
monopoly ownership of broadcasting 
companies. 

For the technobuffs: 

€ A promise to license two new satellite 
channels in addition to the three due to 
come into being next year; 

e A shuffling of the radio spectrum to find 
room for a fifth terrestrial channel, with the 
possibility of a sixth one to be explored; 

€ Lots of local stations to be transmitted by 
microwave; 

e More use of gizmos to allow consumers to 
pay for what they view. 

For the hit-them-with-a-handbag lot: 
€ An auction for independent televisio 
franchises. This, it is thought, will force the 
existing independent companies to cut their 
bloated costs; 

@ Support for the Broadcasting Standards 
Commission, designed to bully broadcasters 
into puritanism; 

€ Unveiled threats that anyone foolish 
enough to import sexy programmes from 
foreign satellites will get clobbered; 

€ À declaration of intent to do away with 
the BBC licence fee. 

Not all of these objectives are easy to 
reconcile. In 1986 the Home Office commis- 
sioned a report from Csp International (now 
part of Booz Allen and Hamilton) on the po- 
tential for subscription television. It 
thought that the BBC had some scope for 
subscription income, but only for so-called 
“premium” programmes—mainly sport.and 
costume drama. The idea that the BBC could 
switch to pay-per-view finance and provide 
its full range of programmes to its existing 
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audience is a Downing Street daydream. 
Still, the BBC's hierarchy is quite pleased 
with the white paper. A year ago its mem- 
bers were in such bad odour with the gov- 
ernment that they feared a lot worse. The 
prime minister's ire has now shifted to the 
independent television companies. Those 
who presently hold franchises are quite 
likely to scrap a lot of their progamme-mak- 
ing potential over the next five years. In- 
stead, they will turn into publishers, buying 
most of the programmes they broadcast 
from independent producers. In practice, 
the whole of independent television is soon 
going to be organised on the same lines as 
Channel Four. That is quite a testament to 
the visionaries who, amid much scorn, 
dreamt the channel up a decade ago. 





The CBI 


elp, save us 


ps directors no more like being 
rationalised out of their jobs than 
shopfloor workers do. No wonder, after 
Rowntree, Scottish & Newcastle and oth- 
ers, that the Confederation of British Indus- 


Beginning at home 


EOPLE may be richer, but they are 

not becoming more generous. And 
they are looking inwards, not outwards. 
So suggests the latest “Charity Trends’, 
which records a real rise in 1987 of just 
21496 in voluntary donations to charity 
(less than the increase in real earnings) 
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try (CBI), meeting in Torquay this week, was 
much concerned with unwelcome takeover 
bids, especially from abroad. Do not be too 
cynical. Amid the self-interest, they raised 
some real issues about the links between the 
City and industry. 

The openness of Britain’s financial mar- 
kets is what most worries CBI members; they 
think it makes them the natural target of 
non-EEC companies eager to gain a foothold 
inside the Euro-laager before 1992. From 
outside, they argue, Britain's stockmarket 
looks like a giant superstore packed with 
now-profitable goodies any of which, if you 
have the money, can be bought up. Mr John 
Banham, director-general of the cai, thinks 
the success of existing managers has earned 
them a right to protection. 

What, exactly? Some of the proposed 
defences are not defensible: 

e Sir Hector Laing, chairman of United Bis- 
cuits, thinks someone should make up a list 
of “strategic industries” to receive greater 
protection against foreign bids. Step for- 
ward, all those companies that think their 
industries are not strategic. 

@ Some say shareholders who buy during 
the course of a bid could be disenfranchised. 
This, designed to catch arbitrageurs, might 
one day lead to restrictions on the rights of 


and a fall for some of the big third-world 
charities like Oxfam and the Save the 
Children Fund. After all the razzmattazz 
of Mr Bob Geldof and BandAid, people 
may wonder whether their money could 
be better spent at home. 

Public-sector support for charities has 
doubled in real terms under Mrs 
Thatcher. But much of this goes to bodies 
like housing associations, which few peo- 
ple think of as charities. And it has begun 
to tail off as hard-pressed local authorities 
cut their budgets. Neither companies nor 
individuals are filling the gap. Corporate 
cash donations are stuck at 0.2% of pre- 
tax profits. Individuals give an average of 
0.8% of their gross income. But this is 
skewed upwards by a few big donors. The 
median household donation is just 0.25% 
of gross income. In America personal gifts 
take over 2% of incomes. 

America, of course, has more generous 
tax reliefs for charitable donations. The 
British charity lobby would like the ceiling 
for relief on payroll gifts to be increased 
from £240 a year and extended to the self- 
employed. Yet researchers at York and 
Warwick universities reckon that tax re- 
liefs have no direct effect on charitable do- 
nations—though the publicity associated 
with them might have an indirect impact. 
More imaginative fund-raising and en- 
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all shareholders. And it would prevent the 
emergence of “white knights” —welcome 
bidders that come in at the last moment. 
e Mr Banham suggested at Torquay that the 
trustees of company pension funds could be 
given a "golden share" so they could veto a 
takeover. Here too some shareholders 
would be more equal than others; and, lo, 
the lucky ones would be those who favour | 
existing management. 4 
her solutions are not unprincipled, 
just messy. Seven out of ten CBI members 
think ministers should refer bids to 
Monopolies and Mergers Commission 
(MMC) on public-interest grounds if the 
predator is immune to a counter-bid (as 
when Nestlé grabbed Rowntree) or would be 
loading the new company with debt (as in 
the Elders txt bid for Scottish & Newcastle). 
So the MMC would sail straight into waters 
of foreign policy and business strategy. Oth- 
ers, notably the Scots, think the 
should worry if a bid might lead to business 
power flowing from, say, Edinburgh, to for- 
eign capitals, or indeed to London, or in- 
deed to anywhere except—well, say, 
Edinburgh. 4 
Some :deas are sensible. Mr Banham ar 
gues that a full takeover bid should be trig- 
gered, under City rules, by a 1596 holding 
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Spare a tax cut, please | 


couragement of “matching” by compa- 
nies (or the government?) of individual — 
gifts might be better. New Zealand's La- — 
bour government has scrapped all such re- ff 
liefs, saving both administrative hassle — 
and worries over potential abuse—and 
without causing a slump in giving. 


*Charity Trends. Charities Aid Foundation, : 
48 Pembury Road, Tonbridge, Kent 
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her than today 
orce bidders t 
on of the other shareholders.to go with 
hem. Perhaps new shareholders shoüld be 
orced into the open early. Now any 596 
olding must be revealed within five days. 
Vhy not, says Sir Hector Laing; make that 
% and within 24 hours? He has a point: the 
lepartment of Trade and Industry is still 
eering hard to see who actually owns Con- 
lidated Gold Fields. — 

© Other sensible possibilities include a re- 
uirement for attackers to issue a full pro- 
ectus—rather than today's usually few 
sentences about synergy and develop- 
nt—spelling out, in legalese, what they 
ould do with the target company. 

Much of this is seaside muttering by a 
nervous and several bitter managers: ex- 
ect. no sudden changes. No clear view 
nerged from delegates at the CBI confer- 
eon what to do next. Mr Banham hopes 
t the City will meet industry's concerns. 


































x for relief to politicians. They may be 
‘Lord Young, on the most slender of 
unds, has just decided to refer Elders's 
tothe MMC. .— 
One final thought. The csi worriers 
should remember the tool that disaffected 
merican managers. have discovered, the 
management-led leveraged buy-out. This 
welds providers of debt and existing man- 
igements closely together—often. to the 


catches on in Britain, future CBLconferences. 


ndustry apart rather than how to bring 


hem together. — 







































: ving a silly tax exemption here 
: is a net fall in reve nues. Now this ex- 
for inaction is getting weaker. 


still argue against a big cut in taxes next 
|. But the happy state of the public 
is likely to outlast those worries. With 
iget surpluses expected as far as the eye 
ee, tax reform is starting to look afford- 
is week the leading reformers out- 
Whitehall offered some ideas. _ 
The biggest single anomaly, and a grow- 
one, is national-insurance contribu- 
ons (Nics). Their original purpose was to 
nt entitlement to, and cover the costs of, 
fare payments. But the: contributory 










o persuade a larger propor- 


embers, however, tend sometimes to - 


hareholders'. disadvantage. If the habit 


“ill be discussing how to prise the City and - 


itting a tax rate there, and the usual - 


or the moment, fears of spurring infla- - 


as faded. Nics have largely be 


quite uncommon number of defects. 

.. Employees earning more than the cur- 
rent £41-a-week threshold have to pay Nics 
on all their earnings, not just on the part 
above £41. The marginal tax rate on the 
first pound of income above the threshold is 
210%, This has led to a bunching of earn- 
ings just below the threshold, a clear distor- 
tion in the labour market. The tax is just as 
odd at the top. Earnings above the ceiling 
(currently £305) do not qualify for NICs, so 
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the marginal tax-plus-NICs rate drops there 

from 34% (the basic income-tax rate of 25% 

plus NiCs of 996) to 25%. | 
Employers too have to pay NICs in re- 


spect of eligible employees. That is why the. 


system has often been decried as a "tax on 
jobs". More important, here too it is a dis- 
torting tax, because its base is confined to 
payments in the form of cash and some fi- 
nancial assets. Most payments in kind are 
exempt. This gives employers a big incentive 
to pay their employees with company cars 
and other non-cash benefits. e 
. The distortions caused by NICs are grow- 

ing. In the current year NICs will bring the 
chancellor three-quarters as much as income 
tax (£32 billion or so compared with £42 bil- 
lion). This proportion has risen steadily 
since the 1950s, when Nics raised only a 
quarter of the income-tax yield. Chancellors 
cut income taxes and reap the political re- 
wards; NICs remain and grow. 

The neatest way to deal with nics would 
be to integrate them with income tax. But 
that would not just mean abandoning the 
fiction of the contributory principle. lt 
would mean overtly raising -income-tax 
rates. A paper from the Institute for Fiscal 
Studies now suggests several ways to reform 
NICs without abolishing them altogether. 
The tidiest, and most expensive, proposal 
for clearing up the bottom end of the system 
would be to keep the £41 threshold but 
charge NICs only on any earnings above that 
figure (eg, on £39 of an £80-a-week pay 
packet). Some of the revenue thus lost could 
be recaptured by raising the employee's NIC 
rate; at, say, 10.496 instead of 996, the exche- 
quer would lose £1% billion a year. 

Sorting out the top.costs more. For in- 


 Stance, a reform that abolished the upper 
limit on employees’ Nics, cut the basic rate P. 





a common-or-garden. tax-—with a - 








of income tax to 2096, and the higher rate of 

income tax from 4096 to 3096, would deal. 
with most of the anomalies. It would pro- 
duce a smoothly rising average tax-plus-NiCs 
schedule, with few losers. But it would cost 
the exchequer £5!/ billion a year. 

Other candidates for reform are taxes 
on capital. The chancellor this year lowered 
the capital-gains-tax threshold to an annual 
gain of £5,000, and set the rate at the tax- 
payers marginal income-tax rate (ie, for 
some a fall from 30% to 25%, for others a 
rise to 40%). The result was a modest in- 
crease in revenue. Mr Mervyn King, of the 
London School of Economics, wants to 
make CGT a real revenue-earner, but also to 
abolish inheritance tax. He argues that nei- 
ther tax is working. The base for capital- 
gains tax has shrivelled because of too many 
exemptions; and its varying impact on dif- 
ferent sorts of saving has become a serious 
distortion. Inheritance tax raises little reve-. 
nue; many of the rich avoid it altogether. 

So, says Mr King, halve the the exempt 
amount for capital-gains tax, and apply the 
tax both to lifetime gifts and to transfers on 
death. Secondly, extend this revised CGT to 
gains on housing realised on death, starting 
from the values of March 1989. That would 
quickly raise a lot of money—£1'/ billion- 
2¥2 billion in due course—leaving room for 
cuts elsewhere, as well as improving tax neu- 
trality.in its own right. > e 

Indeed. But politically these ideas look 
non-starters. Ministers would recoil from 
the idea of exempting the dukes of West- 
minster from inheritance tax, but taxing all 
who, after any house-price boom, inherit 
their parents' house. They might also fear 
that halving the CGT exemption would dis- 
courage popular capitalism: in a sharply ris- 
ing market, sizeable switches from one stock 
to another or into cash (except via the im- 
mense clumsiness of personal equity plans) 
would incur CGT. Investors would thus hav 
an incentive to tuck their cash into un 
trusts, whose switches are COT-free. Mr 
Nigel Lawson went part of that unwise way 
this year. Why go further? 





Student loans 


Slow weaning 


FTER nearly a decade in office, the gov- 

- A ernment has plucked up the courage to 
start replacing student grants with loans. 
The change will be so gradual that it will be 
another 14 years or so before it starts to save 
money. Ministers want to.open up Britain’s 


exclusive higher-education system to more 


students without spending more on them. 
But they have hesitated to abolish a subsidy: 
which their middle-class. constituents. take 
for granted. oe ae 

Not that working-class families are par- 












Still subsidised 


ticularly outraged about such hand-outs to 
the better-off. A recent MORI poll found that 
6096 of people opposed a switch from stu- 
dent grants to loans, and only 3096 sup- 
ported it; the figures were similar across so- 
cial classes. But it is protests from the middle 
classes that have made ministers cautious. 
They remember the fiasco of 1984 when the 
then education secretary, Sir Keith Joseph, 
was forced by his backbenchers to abandon 
a plan to make well-off parents contribute to 
their children's fees. The white paper on stu- 
dent loans published on November 9th is 
modest enough to make another backbench 
rebellion unlikely. It proposes: 
e Loans of £420 a year, to be made available 
from 1990 on top of existing grants and pa- 
rental contributions, which will then be fro- 
n in cash terms while the loan facility is 
dually increased. 
€ A government subsidy to make the effec- 
tive interest rate equal to inflation. Such 
generosity will help to delay a net saving to 
the government until 2002. 
@ Part of the extra cost of the top-up loans 
will be recouped by abolishing the right of 
students to claim social-security benefits. 
That will hit poor students hard: some of 
them get benefits worth more than the new 
loans. It will also encourage them to get 
more holiday jobs. 

The biggest question still unanswered is 
how the loans will be repaid. The white pa- 
per suggests a range of options from mort- 
gage-type repayments to payments pegged to 
taxable income. The method finally chosen 
may influence the attitudes of students and 
their parents. A slightly higher marginal tax 
rate sounds less burdensome to a young 
graduate starting out in life than thousands 
of pounds of debt. 
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Food industry 


Getting fresh 


OW can the food industry win its share 

of Britain’s rising affluence? Between 
1975 and 1985 the industry's cut of family 
incomes has fallen from 1896 to 1496. By 
pandering to changing tastes and habits, it is 
adding value to humble ingredients and 
pounds to its bottom line. Instead of squeez- 
ing margins and relying on volume to sus- 
tain profits—the strategy of the 1960s and 
1970s—both retailers and manufacturers 
are discovering that prepared foods seduce 
consumers into spending more. 

Britain's culinary tastes are changing 
fast. Square meals three times a day are out: 
people are eating less more frequently— 
which the industry calls “grazing”. Consum- 
ers also like things they think are good for 
them, and will not buy anything they think 
is loaded with artificial additives. Increased 
affluence has caused the spread of the micro- 
wave, now owned by 3096 of households (up 
from 2396 in 1986). Led by Campbells and 
Pillsbury of America, manufacturers are 
developing foods for microwave ovens. 

Demographic factors are also at work. 
Increases in the numbers of rich elderly peo- 
ple, two-career couples and single people all 
increase the market for prepared foods. The 





$: 
result: more new products are launched, 579 i 
in Britain during the past year alone, accord- 
ing to a firm of market researchers, iis. Many - 
soon disappear; three out of four new food - 
products fail within two years. 

The easiest way for the industry to add 
value is to prepare food more. Although — 
consumers once sneered at prepared (the in- 
dustry. shuns the term "convenience") - 
foods, they now buy tons of them—from 
complete meals to ready-chopped fresh — 
salad and vegetables. They come via a vari- 
ety of preserving methods: frozen, canned — 
(of all the techniques, the most likely to be 
regarded as "not natural" by consumers), - 
dried (old-faithful Vesta dominates this - 
market), or chilled—the fastest growing sege — 
ment. Overall, the total size of the prepared 
market was about £1.5 billion in 1986, ac- - 
cording to estimates by Euromonitor; or 
about 5% of total domestic expenditure on 
food. The chilled food market grew at about 
10% a year between 1983 and 1987, a large - 
increase in retailing terms. 

Chilling was pioneered by Marks and. 
Spencer, starting with chicken kiev in 1980, 
and expanding in 1983. Sainsbury followed. - 
Both firms have large "food-technology" de- 
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Ca'ed tae repentance j 


Y A THO would shave on a Saturday 
night to avoid doing so on Sunday 
morning? Weekend slug-abeds and ex- 
treme zealots of the Free Presbyterian 
Church of Scotland. One of this sect’s 
less zealous members is Lord Mackay of 
Clashfern, the Lord Chancellor, political 
head of Britain’s judiciary. To the alarm 
of some of his co-religionists he was seen, 
in 1986 and 1988, attending Roman 
Catholic requiem masses for two of his 
friends. Last week he was suspended as 
an elder of the Kirk and banned from 
taking communion for doing so. 

The Free Presbyterians are a splinter 
from a splinter. In 1893 two ministers 
broke away from the Free Church of 
Scotland, which had itself broken with 
the Church of Scotland some 50 years 
before. The two rejected a new “act of 
faith" by the Free Church modifying its 
acceptance of the Westminster confes- 
sion of faith. This document, drawn up 
in 1646 to bring together all the re- 
formed churches in Britain, held that the 

| Pope was the anti-Christ and the mass 
| idolatrous. To this day the Free Presby- 
terian church officially holds so. 

Free Presbyterians take at the letter— 


as did most Scottish presbyterians only 
50 years ago—the biblical command 
against work on the Sabbath. Some even 
deplore children’s play. Lord Mackay 
himself will not give interviews to Sun- 
day newspapers. The church now claims $ 
nearly 7,000 members, many of them | 
prominent figures in business and local 
government in Scotland. It even has 
members in Kenya and Zimbabwe. Í 

Lord Mackay says that he wanted to |. 
show respect to his dead friends. But the 
Free Presbyterian church depends on | 
strict adherence to its discipline to justify || - 
its separate existence. Last year a High- || 
land businessman was banned from com- 
munion for belonging to a golf club that 
is open on Sundays—even though he 
himself never played on that day. 

Lord Mackay's own congregation in 
Edinburgh will appeal against the deci- 
sion taken by the Kirk's southern presby- | 
tery in Glasgow last week. Its highest 
body, the synod, will decide the case next 
May. If it comes down against him, and 
the Lord Chancellor does not then dem- 
onstrate appropriate repentance—which 
he is unlikely to do—he may be expelled 
from his church altogether. 
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partments to prepare and test dishes, and 
have teamed up with smaller food manufac- 
turers. In 1987 these two firms were respon- 
sible for eight out of the top 20 product 
launches: no surprise, then, that they 
should both have reported strong profits 
from static volumes recently. Other retail- 
ers, such as Tesco and Asda, tried to get into 
illing, but at lower quality and with less in- 
(use know-how; they have been less 
ccessful. | 

The market is a fragile one because 
chilled products have shelf-lives of only a 
ew days. Retailers have had to develop 


-tion systems to get the goods to the shelves 
quickly. Though only a third of housewives 
admit to ever having bought chilled foods 
from either Marks and Spencer or 
ainsbury's, both firms will press on with 
he business. It has high rewards; retailers 
nd that the market for convenience foods 
"price-insensitive. Market researchers 
eckon that only a third of today's shoppers 
primarily interested in low prices; the 
t go mainly for quality of ingredients, and 
ce-packaging. Chilled foods, especially of 
> "gourmet" variety, satisfy those wants. 
Some big manufacturers are worried 
ut chilling, fearing that with such short 
es their products will be spoiled by dila- 
ry handling. Firms such as Bird’s Eye, 
dus and Ross continue to concentrate on 
r products. Techniques that give pre- 
foods shelf lives of 15-20 days would 
peal to the more traditional manufactur- 
who would then have to worry less 
t poor distribution. One other fear, 
ired by manufacturers and retailers alike, 
hat chilled food will get a bad name if it 
ds to outbreaks of food poisoning. - 
Apart from chilling, the food industry 
iadd value by convincing consumers to 
; more for products that they think are 
for them. Total spending on food rose 
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rapid and expensive refrigerated distribu- 


by 3% in real terms in 1986—-an unprece- 
dented increase that is attributed by 
Euromonitor to growth in sales of 
wholemeal bread, skimmed milk and low-fat 
spreads. Sales of each rose by over 40% by 
volume in 1986. The industry is doing nicely 
out of consumer anxiety about food addi- 
tives. Retailers like Safeway and Tesco pio- 
neered nutritional labelling, and think it has 
helped to pull shoppers into their stores. 
McVitie's is thought to have won a price 
premium for its Hob-Nobs biscuits by in- 


cluding healthy-tasting things like raisins, 


nuts and oats. 

Food processors think the next thing 
consumers will pay to avoid will be pesti- 
cides. Retailers are already doing well from 
organically grown produce, and are begging 
for more of it. Heinz recently said that all its 
baby foods would be free from pesticides. 
But the upheaval in farming needed to cut 
pesticide residues from the bulk of food will 
be huge. Perhaps consumers will head back 
to their kitchen gardens for some “hand- 
made" family cooking instead: 





London’s underground 


Goodbye 


ONDON’S transport will never be the 
same again. The report of the inquiry 
chaired by Mr Desmond Fennell into the 
fire at King’s Cross underground station, 
published on November 10th, was even 
more damningly critical than expected of 
the management of London Regional Trans- 
port (LRT), and its subsidiary, London Un- 
derground Limited (LUL). The report comes 
almost exactly a year after 31 people died at 
the end of the evening rush hour. It said that 
LUL had a “blind spot” about escalator fires; 
that the response of staff was “unco- 


ordinated, hapha 
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zard and untrained”’, and 


that senior management had not given a 





high enough priority to safety matters. Mr 


Fennell found that the level of subsidy to 
LRT was not inadequate to finance necessary 


safety standards. 


Both Sir Keith Bright, the chairman of 
LRT, and Mr Tony Ridley, the chairman of 
LUL, resigned. Among many involved with 
the inquiry there was more sympathy for Mr 
Ridley than for his boss. Sir Keith had at 
times seemed to give the impression that the 
accident was an act of God, bevond the abil- 
ity of his organisation to prevent. Mr Ridley, 
one of the most experienced mass transit en- 
gineers in the world, had spenta year trying 
to speak the language of politicians and pub- 
lic relations men. He had failed. 

" King's Cross" now stands as a symbol 
for more than a disaster. First, it marked the 
moment when moans about Britain's trans- 
port system—overcrowded roads, dir 
trains, airports like refugee camps—move 
from the pubs to the centre stage of politics. 
Mr Paul Channon, the transport secretary, 
has had a hard time with the Fennell report, 
but King's Cross has been the making of 
him. Without the push it gave to the politics 
of transport, his ministry would still be a 
backwater, and he would be in retirement. 

Second, the fire and its aftermath has 
done for Londoners what tales of corrup- 
tion in the Metropolitan Police did in the 
1970s: it has destroyed faith in a trusted in- 
stitution. For years after the underground 
was stitched together as a network earlier 
this century it was known for reliability, but 
also for more lovable touches—well-de- 
signed stations, a typeface by Eric Gill that is 
now world-famous, a map of startling clarity. 
Look on its recent history, and weep. 

In 1981, when London Transport (as it 
then was) reported to the now-abolished 
Greater London Council, a new Labour 
council thought that ridership levels, whi ' 
had been falling, could be increased if far 
were slashed. The Conservative government 
disagreed, and the tube became a political 
football. In 1984, as LRT, responsibility was 
transferred to central government. But LRT’s 
management, anxious to meet ministers’ fi- 


nancial targets, held to Labour's belief that 


fancy marketing schemes could crank up 
ridership. At the same time it started a fero- 
cious Thatcherite squeeze on costs—and 
London's economy started to boom. 

Every Londoner knows the result. The 
underground is now abominably crowded. 
Many stations are building Sites; passengers 
on the Northern Lines staged sit-down 
strikes this summer when service became in- 
tolerable. Post-Fennell, the key man at LUL 
will be Mr Dennis Tunnicliffe, its new man- 
aging director. “The lines”, he said recently, 
"are our brands, with well-understood sepa- 
rate identities." Less business-school jargon 
please; just give us a tube we feel safe on.. 














































Market-led 


Financial markets were 
underwhelmed by George 
Bush’s victory. The dollar 
edged down against the yen 

| and the Dow Jones industrial 
| average dipped. 

































|» Twitchy about the current le- 
|. veraged buy-out (LBO) boom, 
|- America’s Comptroller of the 
Currency issued a new set of 
guidelines for scrutinising 

. banks LBO lending. 


T Britain's Midland Bank is 
close to buying a 37% stake in 
Euromobiliare, a go-ahead 
Italian investment bank 
founded 15 years ago by its 
managing director, Guido 
Vitale. The deal would give 
Midland a boost for its cross 
border mergers and acqui- 
sitions business, while 
Euromobiliare would find it 
easier to splash about in inter- 
national capital markets. 









IN TAKS 
BUSINESS. 
D 
ACTION 


. New World Entertainment, a 
troubled American media 
company, is selling its Marvel 
Comics operation—creators 
of DareDevil, Spider-Man, 
The Punisher and Captain 
|| America—to a firm controlled 
-]- by a larger-than-life corporate 
i raider, Ronald Perelman. 


Elders xL, an Australian 
brewer, had its £1.6 billion 
($2.9 billion) hostile bid for 

| Scottish & Newcastle, an- 

| other brewer, referred to Brit- 
- |. ain's Monopolies and Mergers 
af ‘Commission. 
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A special committee of ouside | 
directors laid the ground rules 
for a three-way auction of 
RJR Nabisco, America’s 
food and tobacco giant. Sev- 
eral pension funds have in- 
vested in both of the two le- 
veraged buy-out pools that are 
competing with a management 
offer. 


Fimpar, an Italian financial- 
services and tourism company 
owned by the Aga Khan, 
wants to buy a majority stake 
in Hispania, Spain's largest 
private charter airline. It will 
help Fimpar fill the Aga $ 
hotels. 


Grand Metropolitan, a British 
food and drinks company, 
won acceptances for three- 
quarters of the shares of 
Pillsbury, a giant American 
foods group for which it is 
bidding $5.2 billion. Grand 
Met will not take up the 


shares until Pillsbury drops its” 


plans to load its Burger King 


subsidiary with debt and spin 


it off. 


Europe-ho 


EEC finance ministers were 
sharply divided over whether 
to use reciprocal access to 
Overseas markets as a weapon 
against foreign banks in the 
Community. Britain and West 
Germany think no; France, 
ves. Ministers found i it easier 
to agree on Community-wide 
rules for issuing securities. 


Five European law firms be- 
came the first to make cross- 
border links in readiness for a 
single European market. 


West Germany approved 
Daimler-Benz's purchase of a 
3096 stake in Messerschmitt- 
Bélkow-Blohm (MBB), the 
country’s biggest aerospace 
group. As a sweetener, the 
government offered Daimler, 
a motor group, guarantees 
against future losses from 
MBB's participation in the Air- 
bus Industrie consortium. 


| 





Bankers 
Georges Pebereau, head of 


the group of three industri- 

alists that grabbed 996 of the 
shares in Société Générale, 
France's fourth-largest bank, 
has offered an olive branch to 
SocGen's management. He de- 
. nied political motives for up- 
setting the bank's core 
shareholding, which was put 
in place at the time of the 
bank's privatisation by the 
previous conservative 
government. 





Drexel Burnham Lambert, the © 
New York investment bank 
scarred by scandal, has asked 
Howard Baker, a former 
White House chief of staff, to | 


become its chairman. 


| Law's arm 


Britain's parliamentary om- 
budsman is to investigate the 
Department of Trade and In- 


| dustry's licensing of Barlow 
Clowes, the investment group | 


that squandered just under 


- £100m ($179m) of investors’ 


money. 


The European Commission 
fined Sabena, Belgium's 
state-owned airline, 100,000 
ecus ($116,400) for refusing 
a smaller airline access to 

its ticket-reservation 
system. 


The Kuwait een Office 
(x10) has asked the British 


government for five years to 


reduce its 21.796 stake in Brit- 


ish Petroleum to 9.996. Last 





| 


month the government. 
wanted the KIO to slash its 
holdings within a year. 


George Koskotas, an ade 
tial Athens banker charged 
with embezzlement and for- 

eign-exchange fraud, is threat- 
ening the health of the Greek 
government. Opposition par- 
ties cried foul when he van- — 
ished, supposedly when under 2 
police surveillance. à 


Bottom lines 


Sumitomo Heavy Indus- 
tries broke even for the first > 
time in two years, after shrink- 
ing its shipbuilding and con- 
centrating on cranes. Inthe 
six months to September, the — 
| Japanese firm made pretax 
, profits of ¥626m ($4.8m), af- 

ter losses of Y1.4 billion in the 
year to last March. 


Post-tax profits at | 
Bertelsmann, a West Ger | 
man publishing giant, jumped 
| by 72%, to DM357m ($203m) 
in the year to June. It was 
| partly because the firm chos 
to write off the goodwill for- 
its purchases of Doubleday 
~ and RCA/Ariola Records — 
against reserves rather than 
earnings. 





South Korea’s odes. 
business group, Daewoo, 
wants the government to help 
inject $1.15 billion into its _ 
troubled shipbuilding arm—a 
a time when President Roh. 
Tae Woo is preaching on the- 
evils of state subsidy, 





. This announcement appears as a matter of record only. 
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Y D A Sá arethe latest battleground i in inter- 
CK national trade. The American govern- 

‘ment reckons that patent pirates, copyright 
bandits and trader cost its com- 
| year—and it 
: ing, Develop- 
















dàn companies, which v 
industrial developmen M 
ter simmering for y 
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the Uruguay Round : otiatiotis for 
trade liberalisation to a halt. < 
Compromise will be tricky. Intellectual- 
property law covers a multitude of possible 
cverimes (see box on next page). And argu- 
- ments over intellectual-property rights are 
many, complex and emotional. Take three 
examples: 
@ A Swiss chocolate maker, Tobler, can 
charge a premium for its Toblerone because 
"Of its reputation for quality. Customers 
recognise Toblerone by its distinctive pris- 
matic shape, as well as the company logo on 
_ the wrapper. Should competitors be allowed 
to copy the shape for their own chocolates? 
‘How about copying the copper rivets in Le- 
.  — jeans? The Americans think this is 
on ng. English lawmakers, among others, 
disagree. 
e It now costs upwards of $100m to develop 
a new drug, but virtually nothing to copy 
. one already developed. The Americans ar- 
gue that the rising costs of drug develop- 
ment should be matched with stronger pat- 
‘ent protection because nobody will 
undertake the expense if all their good ideas 
are vulnerable to theft. Nonsense, say the 
Brazilians. Tighter patent protection would 
simply cosset already overfat (and mostly 
American) drug monopolies. Drugs should 
be opened to more competition in order to 
` drive. prices down for the poorest users. 
True to its words, Brazil does not give drugs 
patent protection within its borders. 
€ Computer software and pop-music tapes 
«an be duplicated at the touch of a button. 
_ Though most governments would agree that 
~ «such copying is illegal, they still bicker over 
. how best to stop it. Third-world govern- 
ents have few resources and, often, bigger 





problems to worry about—like drug gangs. 
Rich countries, however, complain that il- 
licit copying is best stopped at the source. 
Even if they could stop all illicit copies at 
their borders (which they cannot), their 
firms still lose out to price-cutting pirates in 
export markets. In Bahrain, for example, 
Rolling Stones tapes cost only a suspicious 
fraction of what they do in Britain. 

So far, attempts to resolve such disputes 
are stuck at the first hurdle: negotiations 
over where negotiations should take place. 
The Americans, together with most of the 
industrial world, think that intellectual 
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property issues should be decided under the 
GATT, because they are crucial to promoting 
world trade—and because GATT has a mech- 


anism for policing its decisions. The devel- 


oping world, by contrast, reckons that trade 
is only a narrow part of intellectual-property 
issues, and that talks about fundamental re- 
forms should be taken to the World Intellec- 
tual Property Organisation (WiPO), a United 
Nations affiliate which looks after the 20-or- 
so conventions that govern intellectual 
property today. Coincidentally, poor coun- 
tries feel that they have more influence in 





is both theft and counterproductive. Stror 






































WIPO than in GATT. | 
America is is now BEIDE to force t 


uet for a series. oi Pleat de 
threat seems to be working, Hongko 
donesia and Argentina, among oth 
to o be making grudging Lag lace 


cussions can thea move on to. the op 
round of seemingly irreconcilable diffe 
ences—one of the first of which will conc 
the compulsory licensing c 


Now it's mine 


America, together with most. 
countries, regards patents às 
property right. Much of the de 
world, by contrast, tends to view them 
tools of industrial policy. Brazil, for exi 
ple, does not automatically awa 
protection to innovations: instea Ót 
times trades protection against a promise t 
build a factory producing the innovation in 
a poor province. To maintain the power to 
shape their economies, developing countries 
now demand the right to take out compu 
sory licences on foreign patents at any tin 
after, say, five years from when the paten t 
registered. 
The Americans, predictably, are. again 
this idea. They reckon compulsory licensing 


patents, claims America, will do far more t 
promote technology transfer to the th 
world than weak ones. And most of t 
torical evidence seems to be on the sk 
America. 
As business competition becomes 
creasingly global, businessmen are coi 
under pressure to be more flexible atx 
where they turn their innovations . 
products. Some are shifting productio 
the developing world to take advantaj 
cheap labour; others are moving close 
their markets or to sources of raw mate 
Licensing of patents and other trade i 
ought to play a big role in this process 
businessmen simply will not trade in a 
where their wares might be stolen. 
Although impossible to quantify, 
in ideas seems to be flourishing where p 
ent protection is strong. Trade in ideasi 
sole business of America's Battelle Ins 
In 1925 Battelle had revenues of $3.5m 
30 employees; in 1987 it had revenue 
$619m and 8,000 employees. Anothe 
sic example of an ideas merchant is Br 
Pilkington. In 1960 it developed a 
glass-making process. Although ii 
this process would dominate the indu 
Pilkington chose to license i it to 35 con 










































ors rather than try to build a world-market 
ull of its own new plants. Technology and 
innovation were spread far more widely 
than if Pilkington had made the glass it- 


students, Pilkington almost certainly made 
more money. 
~The British Technology Group, another 
patent broker, claims that without interna- 
ional trade and co-operation one of its 
rightest ideas—a new breed of antibiotics 
alled cephalosporins—would have been 
tillborn. Only cross-licensing and co-opera- 
on between a British drug firm, a Japanese 
ompany and a French one, breathed com- 
mercial life into the idea. 
Threats to patent protection, by con- 
rast, seem to stifle trade. Mexico, for one, 
hreatened to force drug companies to hand 
wer production of their wares to local 
irms—rather as a compulsory licence would 
o. The drug companies countered with a 
feat to abandon the Mexican market en- 
ely. Though the government backed 
wn, American drug firms are still leery of 
xposing too much of their technology 
suth of the border. 
. Where the poor countries may have a 
ronger case, however, is in the realm of 
rademarks. American law allows a company 
9 make a product that looks like a competi- 
or's—and so share some of the benefits of 
the competitor's often hard-won reputa- 
tion—so long as the two are clearly distin- 
uishable. Some interpretations of Ameri- 
«a's proposals to GATT would seem to go 
beyond that. Too-tight trademark protec- 
ion threatens to dampen competition (and 
‘so boost prices) for everything from blue 
'ans to personal computers. 
Further arguments await on everything 
Ise, from enforcement of trade secrets (how 
iuch must a multinational reveal?) to polic- 
hg of intellectual property (who pays’). 
à ny other ideas must be traded round the 
ajning table in Geneva in order to swell 
t. real tráde in ideas on global markets. 
TT s timetable gives the arguments two 
* years to run. Talk fast. 





j ST Christmas - the price E. copper 
aked and then began to fall sharply. 
pundits reckoned the metal was about 
‘peat its dramatic slump of the mid- 
70s and early 1980s, when it more than 
ved in price. The World Bank, for one, 
ased its economic forecasts for 1988 on an 
verage copper price of 70 cents a pound. 
ut for the first ten months of this year the 
ce averaged $1.10 a pound. It recently 
eached an all-time high of $1.54. Supply 


self—and, business professors now tell their 


nd demandi in the market for copper is now 
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MERICA wants new international 
agreements to cover four main 
yii of intellectual property, each with 
its own set of problems. America's pro- 
posals are similar to those of Europe, Ja- 
pan and Switzerland. They are: 
@ Patents. These protect innovative 
products or processes, but not abstract 
ideas. Patents guarantee their owner a 
temporary monopoly in each country in 
which they are registered. Thus they re- 
— ward innovation and help to spread 
ideas since all patents (except those af- 
fecting national security) are published 
with descriptions of their applicants' re- 
search. Developed coun- 
tries tend to grant patents 
longer lifetimes than less- 
developed countries. 
e Copyright. This protects 
the representation of ideas 
and is granted automati- 
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cally as soon as new work is 
composed. (The diference 
between an idea and its 
representation is that be- 
tween, for example, Shake- 
speare's "Romeo and Ju- 
liet" and Leonard 
Bernstein's "West Side 
Story : the idea is star-crossed romance; 
Bernstein's representation is a musical 
set in Manhattan). Copyright covers 
many forms of expression from books 
and industrial plans to, controversially, 
computer programs. Copyright-holders' 
monopolies. allow them to decide who 
should reproduce or perform their work; 
and to charge a royalty until, typically, 50 
years after the author's death or, where 





so tightly ub that a relatively small 
shift in either could send copper prices even 
higher, or back into the depths. | 

The 1980 collapse forced mines every- 
where to retrench. American mines took the 
most drastic action. In 1981 the annual rate 
of copper production in America feil by 
500,000 tonnes in two weeks (to a little over 
1m tonnes) following a series of mine clo- 
sures. The non-communist world's produc- 
tion reached its bottom at 6.2m tonnes in 
1982. With the price stuck at 60-70 cents a 
pound in the following years, copper. miners 
concentrated on cutting costs. 

Last year many mining houses (and 
some speculators) realised that world eco- 
nomic growth—and hence demand for cop- 
per-—-had been faster than expected. Al- 
though copper use in the 
industrialised countries remained stable, it 
had soared in the newly industrialised coun- 
tries, whose copper consumption rose by 
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mature . 





L An ideas-merchant's lexicon 
| 


there is no author, 50 years after publica- | 
tion. Membership of the Berne Conven- | 
tion, the multilateral agreement covering || 
copyright, is sporadic. | 
e Trademarks are defined in the Ameri- | 
can submission to GATT as any "sign, | 
word, design, letter, number, colour, | 
shape" which distinguishes a good as the | 
product of one producer as distinct from | 
that of another. A trademark is usually 
registered in each country and renewed 
every so often. 

Europe in particular wants this law to 
be enforced widely so that obvious fakes | 
are prohibited. Also well-known internae = 
tional trademarks should 
hold precedence over simi- 
lar local trademarks, even ^* 
when those have been regis- 
tered first. | 
e Trade secrets. This is a 
different approach to intel- 
lectual property.. Many 
companies choose to pro- 
tect sensitive information 
simply by trying to keep it 
secret, From most stand- 
points this is unsatisfactory: | 
it creates not only a quasi- 
monopoly, but also stops | 
the spread of good ideas. Governments | 
also accuse multinationals of keeping un- 
safe practices hidden under the cloak of | 
trade secrecy. How many trade secrets 
can a government force a company to re- | 
veal in the name of, for example, "better 
safety regulation"? There is no interna- 
tional treaty covering trade secrets, so | 
GATT would have to establish the norms | 
almost from scratch. | 
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1296 between 1979 and 1987. 

Most of this increased demand was met 
by running down stocks rather than increas- 
ing production. Between 1984 and 1987 
world stocks fell by 1.4m tonnes, according 
to Mr Stephen Briggs of Shearson Lehman 
Hutton's Metals Research Unit, while con- 
sumption in the non-communist world rose 
from 7.7m tonnes to 8m tonnes. The market 
normally feels comfortable when copper 
stocks are sufficient to cover eight weeks' 
consumption. They have not been at that 
level since 1985. Today stocks are so low 
that any threat to the supply of copper is 
enough to send traders into another specu- 
lative frenzy. 

Supply disruptions are one dius the 
market has not been short of this year. Cop- 
per is unusual among base metals because a 
large chunk of it is mined. in developing 
countries. Last year Peru, Zaire and Zambia 
accounted for 2196. of the non-co! munist 











Protectic nisn 


gets clever 


Since Ricardo, politicians and Dua um have pcb to differ over 
Vini A Good 
...” Lately, 


free trade—economists insisti 


it is always and eve 
Thing, and politicians saying “that’s all very well, 


some economic theorists have had second thoughts 


H 

| 

| 

|. 
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T NTIL secant economists were vill 

| ing to attach only a tiny qualification 

| to the view that countries gain from keep- 

| ing markets open to foreigners. The ca- 

|^ veat was not, as you might think, that 
other countries do the’ same Orthodox 

F ‘theory says that col gain 

l markets- even. 
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fore bean “optimal: | ariff" "Yet c pos- 
sibil ity has merited no more than a foot- 








power is rare. T ‘an seule tariff 

for developing :ountries is absurd. In any 

. case, a tariff co uld be optimal only if it did 

T1. not provoke retaliation. If the victims of 

thetariff replied in kind (which they prob- 

‘ably would, even though to do so would 

= not actually be in their best interests), 

then everybody would lose. 

| ^| The new arguments against free trade 

» have something in common with the old 

idea of the optimal tariff: they focus on 
wo aspects of imperfect competition. 

-~ @ Externalities. When a firm carries out 

^ research into, say, new technology indi- 

rect benefits may flow to its neighbours. 

| So firms that engage in lots of research 

. might be more valuable to their host 

|^ countries than just the direct value of 

| their output. This gives rise to the idea of 

^a "strategic industry —one whose activi- 

ties give unpriced, or external, benefits to 

the rest of the economy. Conventional 

trade theory would own up to this and ad- 

mit that protection might make sense if 

— | such benefits really existed. But it has 

i largely ignored the possibility by focusing 

. on perfect competition, where external- 

{ities are ruled out by assumption. 








note in traditional trade theory. That is 
because the | point applies to to > few countries, z 








@ Strategic behaviour. Here, as will be- 
come clear, the word "strategic" is being 


used in a quite different sense. Under per- 


fect competition the behaviour of an indi- 
vidual firm does not change the rules of 


the game for the rest: a single firm is too 
small to make a difference. But suppose. 


that in certain industries unit costs carry 
on falling as output rises (thus violating 
one of the assumptions of perfect compe- 
tition). The output of firms will expand, 

and the number of firms will shrink. The 
market will come to be dominated by just 


: Payott matrix, no subsidies 


produces does not produce 





` Payotf matrix, after European subsidy 


Airbus: 
produces does not produce 





Source: Journal of Economic Perspectives. 


a few. From then on, the behaviour of 
cach firm will alter the decisions of the 
others. Firms would engage in strategic 
behaviour, adjusting their prices and out- 
puts according to guesses about how those 
decisions will alter the prices and outputs 


of their competitors. 


In oligopolistic markets such as this, 
government intervention has a role—in 
principle, anyway. Mr Paul Krugman of 
MIT, one of the leading lights of the new 
trade theory, gives this example. Suppose 
Boeing and Airbus are competing to sell a 
similar aircraft in each other's home mar- 
ket. The companies might face a “payoff 
matrix" like that in the top half of the dia- 
gram. Each cell shows the profit to each 
company under different pairs of deci- 
sions. If both companies produce, both 
lose five units of profit. If one produces 


and the other does not, the producer gets - 
100 and the non-producer gets nothing. If 
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neither produces, they both get nothing. 

Under these assumptions the contest 
has no clear outcome. So suppose that 
Boeing has a technological lead that al 
lows it to get into production first. The 
outcome would then be the top right- 
hand cell: Boeing would produce, and 
reap profits of 100, while Airbus would 
stay out of the business. Airbus hasno in- 
centive to start production; if it did. 
would lose five (in the top | cnet cell 
instead of nothing. 

But suppose that Europe’ 5 governmeit 
promises Airbus a subsidy of ten to p 
duce— regardless of what Boeing dc 
The payoff matrix would then look 
the lower part of the diagram. Boeing 
knows (vital point, this) that even if it 
duces, dues will produce too, and that 
(Boeing) will therefore lose money. Boein 
does not produce. Airbus does, and 
makes profits of 100 plus its subsidy often 
(lower left-hand cell). The government 
has increased its exporter's profits by 100 - 
at the cost of a subsidy of only ten. Mr ` 
Krugman concludes: “As businessmen ^ 
have always said, and as economists have © 
usually denied, a protected domestic mar- 
ket can—under some circumstances— 
promote rather than discourage exports, 
and possibly raise national income." ~ 

Protectionist politicians might draw 
some comfort from these new theories, 
but will they be right to do so? The an- 
swer—according to Mr Krugman, for 
one—is no. Just as with the optimal tariff, 
attempts to protect, for whatever reason, 
are liable to provoke trade reprisals that 
leave everybody worse off. ES 

In addition, strategic trade polic 
makes huge demands on government 
Externalities, by their nature; are hard t 
measure: how are governments to kno 
that their interventions are well judged 
The case of oligopolistic bargaining is: 
trickier still. To succeed at it, govern- 
ments not only need to know their own 
industries inside out, but also the bargair 
ing strategies of other government 
Then, if a government subsidises a chose 
industry, it must find the revenues. Mor 
generally, the resources drawn to a targe 
industry are resources no longer availab 
to others. So every intervention would 
have its costs—in return for uncertain 
and probably negative benefits. Er 

Overall, the new approach has sui 
ceeded in taking the pure theory of com- 
parative advantage down a peg or two. 
These davs free trade looks less like a pol- 
icy that is right in all possible circum- 
stances. But, just as before, governments 
are not to be trusted with any other. 
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vorld's copper production. All three will 
oduce less copper this year than last. In 
strikes have moved from being merely 
demic.to being continuous. Combining 
at with guerrilla action, natural disasters, 
th inflation and an acute shortage of for- 
n exchange, Peru's copper production is 
pected to fall by over 20% this year, from 
92,000 tonnes last year. 
Problems afflicting Zaire and Zambia 
re less severe in the short term, but more 
indamental. As in Peru, their copper mines 
are starved of the foreign exchange needed 
to buy spares and fuel, and the cash to pay 
skilled labour. There has been even less cap- 





structure. A project begun in 1984, with the 
backing of the EEC, the African Develop- 
ment Bank and the World Bank, attempted 
to rehabilitate Zambia’s copper mines. It 
ade little progress. Last year Zambia 


Mr Briggs expects Zaire and Zambia’s cop- 
per outputs to fall 8% and 12% respectively 
this year, 


frican difficulties have been mines in 
merica and Chile. Next year America 
Oks set to overtake Chile as the world’s 
iggest copper producer as a string of new 
es (and some old ones) are brought into 
duction. Chile will probably take back: 
lead by the mid-1990s, when its giant 
ondida mine should reach full capacity of 


00,000 tonnes a year. 


ines have in common is that they have 
en planned under the most pessimistic as- 

ptions about the copper price. The aver- 
€ cost of getting copper out of Escondida 


Ips Dodge, America's biggest producer, 
5 cents a pound. At today’s prices, these 
ducers stand to make an operating profit 
round 200%. That should leave oil com- 
ies wondering why they rushed to sell off 
-base-metal subsidiaries in those dark 


Xf the early 1980s.. D 

























































ital available to maintain the mines’ infra- 


stopped paying interest to the World Bank. 


_. The main beneficiaries of Peruvian and. 


The one thing Chilean and American. 


be 35 cents a pound; the average cost for - 


Foreign business in Japan 


| Organised, but not personally 


(TOKYO “o 








| Many small firms have to put themselves : in the hands of an exclusive dis- 


ributor when selling in| apan. One that has done so with surprising success 


is Filofax, maker of the 


Four years ago the so- 
called “personal orga- 
| niser” was rapidly climb- 
| . ing the wave of western 
fashion. A small firm called Filofax suddenly 
found that its 63-year-old product (a glori- 
fied loose-leaf diary with a collection of 
printed sheets for various notes, facts and 
guides) looked fresh and new, and was sell- 
ing like hot cakes in Britain and America. In 
Japan, on the other hand, it was not clear 
whether this one-product firm would gain 
any saies at all. | 

Yet by 1987 Japan had become Filofax's 
fastest-growing export market, bigger even 
than America. This was thanks to a firm 
called Apex Incorporated which, three years 
earlier, had become Filofax's exclusive dis- 
tributor in Japan. Filofax's re- 
tail sales there have risen from 
¥10m in 1984 to ¥300m in 
1985, and to Y800m in 1987. 
This year, Mr Kenji Kajiwara, 
Apex's marketing director, ex- 
pects to sell X1 billion ($8.1m) 
of Filofax products. 

What Mr Kajiwara’s firm 
did for Filofax was to ensure 
that its product was distributed 
properly. In Japan, the benefit 
of having an exclusive distribu- 
tor is that it has a strong incen- 
tive to promote your product. 
Apex immediately found 300 
outlets, 60 of them in Tokyo, for Filofax 
binders and loose-leaf sheets. It also started 
spending judiciously on magazine advertise- 
ments showing Miss Diane Keaton and Mr 
Steven Spielberg using their Filofaxes. 

As sales began to rise, competitors piled 
in. Quicker and more skilful than those in 
Britain, Japanese rivals offered imitations 
that were actually better than the original 
and one-third of the price. There are now 
more than 30 makers of imitation Filofaxes, 
at least a dozen books telling you how to use 
them, and two magazines devoted to the life- 
style of Filofax-or-lookalike users. — 

In response, it would have been tempt- 
ing for Filofax to cut prices. That, thought 
Mr Kajiwara, would annoy people who had 
already coughed up Y36,000 for a Filofax, 
and it would devalue the product's snob 
value in future. Fortunately, the rising yen 
after 1985 meant that the cost of his im- 
ported Filofaxes fell steadily. So he put that 
extra profit margin to three good uses: 
€ Apex spent Y1,200 on a smart box for 








ritish young professional's favourite accessory 


each Filofax, to distinguish it from cheap- 
skate competitors. In Japan a top-class prod- 
uct needs top-class packaging. Apex's staff 
also began to open each paper refill as it ar- 
rived in Japan, repacking it in a more expen- 
sive plastic bag bearing the Filofax name. 

@ The firm sent out fancy display cases for 
Filofax products to 50 shops, costing ¥Im 
apiece. That boosted sales in the smartest 
outlets, such as Seibu's department stores in 
Tokyo, m 
@ |t added accessories to the produ ~~ 
Rather than just supplying a leather bind 
Apex began to send out boxed Filofaxes al- 
ready complete with five refill packs and 100 
different sample note sheets. It has insti- 


tuted a gold-card club which sends out sales 


information to its members. 

The idea of all this was to 
turn Filofax from a mere piece 
of stationery into as much of a 
"lifestyle" good as a Louis 
Vuitton bag or a pair of Chris- 
tian Dior spectacles. This has 
been highly successful. Filofax 
is now at the top of the market, 
charging half as much again as 
its chief competitor, Bindex, 
which sells only 25% more 
binders. In volume terms, 
Bindex’s brand is the best 
seller, with a little over 5% of a 
market for 2m binders this 
year. In value terms, though, 
Filofax is definitely top dog. Next year, t 
market is forecast to grow to 2.5m or Laa 
units. | 2 

To take advantage of that, Apex has al- 
ready published a book. in Japanese about 
the history of Filofax. Now it plans to open a 
Filofax English-language school, and to offer 
a crocodile-skin model for women, who so 
far have proved annoyingly resistant to the 
organiser fad. 
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| Sir Peter Finley, 
| Chairman, Boral Limited. 
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“The Company is in a sound financial — 
position with a strong balance sheet. We - 
re engaged in basic industries and our 
profits are earned from solid assets which | 
phically are well spread and the « 
ompany enjoys a strong cash flow.” — . 
For investors, the most important ^. . 
growth area has been profitability. — > 
Increases in profit have now been - 
recorded for eighteen successive ye 
7/88 sales of $A2, 777. million ied 
net profit after tax and minorities of 
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,and $A208.6 million. Earnings per share - 
were 38.8 cents. 

For a more detailed picture of 
success, copies of the Boral Limited | 
Annual Report are 
available from: 

Boral Limited, 

6-10 O’Connell Street, 
Sydney, NSW 2000, 
Australia. 
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t hàs tapped the bottom end of the market 
by inventing a new product, manufactured 
‘in Japan, called the Stylofax. (Filofax could 
“not make it cheaply enough.) Stylo now sells 
slightly more than Filo. — 

The distributing firm’s leverage is that it 
has the expertise Filofax needs if it is to ex- 
pand further in the rich Japanese market. 
There is a risk that it could evolve from 
collaborator into competitor. Having your 
rival distribute your products is a short path 
to disaster. Filofax’s shareholders, pleased 
with their firm’s success in Japan, should ask 
“Mr. Collischon a worrying question. Just 


whose success is it? 








Daimler-Benz 


Come fly with me 






FTER months of bickering, the West 
"£X German cabinet has finally persuaded 
Daimler-Benz, a giant motor group, to 
sprout wings by taking over the country's 
biggest aerospace group, Messerschmitt- 
Bélkow-Blohm (ms). This marks the birth 
of yet another big European industrial 
group hoping to show that the making of 
vehicles, aeroplanes and defence systems be- 
long naturally together. 

Until recently, in the face of American 
competition, Europe's aerospace companies 

‘became weightier in two ways: first, by merg- 
ing within national frontiers; second, by co- 
operating (but not merging) across frontiers. 
This was the strategy best calculated to gain 
the economies of scale and the financial 
bulk needed to develop modern civil or mili- 
tary aircraft, yet still exploit the eternal 
responsiveness of governments to the argu- 
ment: "we must retain a national defence 
.:capability/civilaircraft industry/high-tech- 
logy champion". 
-. MBB was the product of mergers of his- 
- “toric West German companies like Heinkel, 
.. Focke-Wulf, Junkers and Messerschmitt. It 
then became involved in Europe's biggest 
co-operative joint-venture, Airbus 
Industrie, which builds jet airliners in com- 
petition with America’s Boeing and Mec- 
Donnell Douglas. MBB has a stake in Airbus 
along with France’s Aérospatiale, British 
Aerospace (BAe) and Spain's CASA. The co- 
operation has been fraught with problems 
and squabbles—and has cost taxpayers a 
fortune. The venture's order book is huge, 
but it has swallowed more than $10 billion 
in state subsidies and is still a decade or 
more away from profitability. 

So Europe's aerospace companies are 
now trying a third tack—diversification. 
This is a controversial gamble which, if it 
fails, will distort competition across a swathe 
of manufacturing industry, and will cost tax- 

payers another packet. Approval by the 

















Brussels for Daimler-Benz 


anti-cartel authorities in West Berlin and 


to take a 30% stake in MBB, and 
eventually majority control, will cre- 
ate an industrial mammoth with yearly sales 
of almost DM80 billion ($45 billion). Daim- 
ler-Benz already owns MTU, a jetengine 
manufacturer, and has control of Dornier, a 
West German turboprop manufacturer. In 
1985 it bought the AEG electrical group, 
which has defence-electronics interests. Its 
combined operation will add up to Europe's 
second largest aerospace business, after BAe. 
Daimler-Benz would have a near-mo- 
nopoly in West German aerospace and de- 
fence contracting. This prospect was ini- 
tially too much for Count Otto Lambsdorff, 


the recently elected chairman of the Free 


Democratic party—the junior partner in 
West Germany’s coalition government. But 
eventually he too supported the merger, 
with some minor amendments, because he 
saw no other way of handing over the state's 
aerospace business—and particularly the 
Airbus programme—to private industry. 
The public sector's stake in MBB will drop 
from 5196 to around 36%. 

Loss-making Airbus was the stumbling 
block. Daimler-Benz has driven a hard bar- 
gain. It is expected to pay about DM800m 
for its 3096 stake in MBB, but the Bonn gov- 
ernment has had to guarantee Daimler-Benz 
against being stung by future Airbus losses. 
It has agreed to provide up to DM4.3 billion 
in subsidies against any Airbus currency 
losses (civil aircraft are traded in dollars) in 
addition to the DMIO.7 billion already 
pledged to support the Airbus programme. 
In return Daimler-Benz will be expected to 
take over the government's one-fifth share 
of West Germany's 3896 stake in Airbus by 
1999, 

The deal is reminiscent of the British 
government's readiness to rid itself of Rover 
Group, a state-owned carmaker, by selling it 
to BAe at a knockdown price along with 
guarantees against losses. Although the BAe 
diversification happened the other way 
around to Daimler-Benz's, it is part of the 
same industrial pattern emerging through- 
out Europe. 

 Sweden's Saab-Scania is already a diver- 
sified engineering group, while ltaly's 
Aeritalia is three-quarters owned by 
Finmeccanica, a state-owned holding com- 








pany involved in other 
transport and engineering busi- 
nesses. GKN, a British engineering 
group and motor-industry supplier, rece 
acquired 30% of Westland, a British: 
copter and aerospace contractor. The fu 
of some other European aerospace compar 
nies is still undecided. These wallflowers too 
might seek happiness with big diversified 
owners or partners. ! 8 

Under a financial rescue plan arranged 
last year, Holland’s Fokker was told by th 
Dutch government to find itself a part 
Some people reckon Fokker and MBB migh 
fit well together. The pair do not have 
products, and MBB builds some parts : 
Fokker aeroplanes. But with several: 
orders for aeroplanes in the bag, Fo 
management believes it has won more ti 
to strengthen the company before it begi 
to negotiate. That means it may have otl 
ideas, apart from MBB. — XEM 

-. Short Brothers, a loss-making North: 
Ireland aerospace company, has been px 
for sale by the British government. : 
also builds parts for Fokker and Boeing. 
Boeing does not want to buy Shorts- 
American company already has its h 
full trying to turn around de Havillar 
Canada, which it purchased two year: 
and which, like Shorts, builds small t 
prop aeroplanes. 4 

France’s Aérospatiale stands out 
the trend. Its state-ownership does no 
pear set for change, neither does its en 
asm for aerospace: Aérospatiale is even: 
ing to excite other companies with the i 
of building another Concorde. 

While Daimler-Benz’s managers leat 
how to run the equivalent of Ford 
Boeing blended together, they will nee 
keep a wary eye on Mr Clayton Yeutter, 
American trade representative. He has 
ready frowned on the German gov 


79. 








ment's decision to help Daimler-Benz out 
with Airbus. With the presidential election 
out of the way he will probably turn up the 
heat in an already-simmering trade row over 
Airbus's subsidies. 





Black economies in Latin America 


Safe as houses 


LIMA 


RGENTINA is suffering from hyper- 
inflation and rising unemployment, 
but restaurants in Buenos Aires are full. The 
spending power comes from the black econ- 
omy, which Argentines reckon is at least 
one-third as big as the official one. In Ecua- 
dor the black economy is probably bigger 
than the white one. All over Latin America 
the submerged economy has become an al- 
ternative way of life for entrepreneurs, who 
are the continent's most lively creators of 
wealth, and who avoid the usual red-tape 
and cronyism. At last policy-makers are 
thinking harder about how to harness the 
energies of these informales. 
Peru, whose informal economy pro- 
duces around two-fifths as much as the for- 
mal one, is taking an interesting first step. lt 


is being pushed by Mr Hernando de Soto, 


the head of a well-financed research insti- 
tute called "Liberty and Democracy". No 
mean entrepreneur himself, Mr de Soto be- 
lieves that the biggest obstacle to economic 


: E in the informal sector is the lack of 


nk credit. Informales receive less than 1% 
of all the above-board bank loans. They pay 


- interest rates of up to 50096 on what they 


borrow informally. This is mainly because 
they lack clear evidence of any ownership of 


assets for use as collateral. That is what a 


new law in Peru proposes to change. 
The most obvious collateral is title to a 
house. But seven out of ten houses now be- 


ing built in Lima are illegal. Many are 


erected in glorified shanty towns built on 


government land. Though squatters' rights 
are well established —and politicians are, in 
pce. eager to hand ownership of the 
land to the squatters—the question of who 
holds title to any given parcel of land is usu- 
ally vexed. 

It can take nine years to enter owner- 
ship in Peru's single property register; it 
used to take 20, which is one reason why 
people stopped registering. Only a fraction 
of Lima's householders hold a valid title to 
buildings (some of which they built them- 
selves), let alone to the land on which they 


- are built. The institute reckons that in Lima 


` Y i 
e ét -— ‘a 2 Cosi da ^. sd os : 


- alone some $9 billion is locked up in land, 


houses and infrastructure against which its 


owners cannot borrow. 


The new scheme will attempt to create a 
computerised register to record possession 
(rather than ownership) of land, and owner- 
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Now for a mortgage 


ship of the buildings on it. A registered 
householder will then be able to go to an 
insurance company, assign his property 
rights to it, and get in exchange a guarantee 
that he will repay a loan. He then arranges 
the loan with a bank. 





USINESS schools are booming. In 

America 67,000 MBAs were awarded 
in 1986, 5096 more than in 1976, and the 
number of business schools has nearly 
doubled. Now the boom is crossing the 
Atlantic. A recent survey of 45 European 
business schools by The Economist 
Publications* lists 18 which have opened 
in the past five years. But growth in the 
number of MBAs belies the different 
curriculums which the business schools 
offer. And while most businessmen 
reckon that MBAs are a good thing, they 
do not, it seems, agree on what they are 
or why an executive might want one. 

The survey polled over 100 European 
executives about their expectations of 
business-school graduates. Most think 
that an MBA does not prepare the busi- 
ness graduate to solve the real problems 
of running a company. Nor do they 
think that people with MBAs get pro- 
moted any faster than those without one. 
Nonetheless, three-quarters of the execu- 
tives who apparently saw little practical 
advantage in an MBA would advise their 
child to get one if they decided on a busi- 
ness career. 

What brand of maa? Here too, the 
business folk are unsure. Harvard was 
rated the best business school in the 
world, with Stanford and iNsEAD tied for 
second. (INSEAD also won accolades as 
the best school in Europe, followed by 





Mine’s an MBA, what's yours? 





Mr de Soto's institute published its ver- 
sion of this Hipoteca Popular (People's 
Mortgage) in January. President Alan Gar- 
cia supported the idea in April. The legisla- 
ture approved the project in principle in Oc- 
tober, and Mr de Soto's institute has until 
June 1989 to set up the new register on be- 
half of the government. It could take more 
than two years to register all Lima's house- 
holders. A number of insurers and brokers 
are interested in participating. So are some 
(mainly state-owned) banks. 

After four years, about 231,000 house- 
holders may be able to borrow around 
$200m a year. That is one and a half times as 
much as the Industrial Bank of Peru lends 
now to small businesses, and more than 
twice as much as the Inter-American Devel- 
opment Bank has lent to small businesses in 
all of Latin America in the past nine vears. 

Fans of the programme reckon that re- 
leasing this capital could add about 1.2% a 
year to GDP growth from the fourth ye; 
That is based on a huge leap of faith: 
namely, that most people will use their new 
borrowing power to create wealth and not to 
buy colour televisions. 








IMI and then the London Business 
School.) But many companies are design- 
ing their own MBA courses to train their 
high-fliers. 

National Westminster Bank has 
joined a consortium with British Petro- 
leum, the Metropolitan Police and oth- 
ers which offers an MBA in conjunction 
with Warwick University. American Ex- 
press has, in Britain, joined with J. 
Sainsbury, the Manpower Services Com- 
mission and the City University to offer 
a similar degree. Emphasis in both is on 
practical experience—with candidates 
spending only a few months studying 
full-time and the rest working on projects 
for their firms. 

Whatever their contribution to the 
bottom line of the firms involved, such 
"practical" MBAs would certainly seem to 
be money-spinners for the business 
schools that provide them. Firms typi- 
cally pay £100,000 ($177,000) to join the 
consortium sponsoring a degree, and 
then another £7,000-8,000 for each stu- 
dent. Ashridge Management College 
does somewhat better, charging £16,500 
for each student on its 12-month MBA 
course (19 weeks of full-time study). Who 


says academics have their heads in the 
clouds? 





*"MBA: The Best Business Tool!" Economist 
Publications Ltd, London. 
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If the Market never 
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sleeps, when can 


the Financial Director go to bed? 


Unless you're happy to work a twenty 
four hour day, it’s impossible to keep up with 
the sudden peaks and troughs of the world’s 
currencies. 

Overnight that safe as houses overseas 
investment can become a house of cards. 

But there is a cure for this high risk 
nightmare. 

Talk to NatWest. Because Risk Management 
is our business. And this is how it can work 
for yours. 

Well assign you an Account Executive. 
Working with our Treasury Specialists he'll 
build you a strategy that minimises your risk 


and maximises your opportunities. 


This strategy would include various finan- 


cial instruments. 
They could range from foreign exchange to 
loans and deposits, currency swaps to options. 


Its an action plan that provides the most 


rapid response to the ups and downs of fickle 
currencies. Because, round the clock, round 
the world NatWest is dealing in all the key 
financial centres. 

Operating in 36 countries, with a AAA 
rating and an asset base of over US$160 billion, 
NatWest can see every move the market makes. 

So we can act instantly on fluctuations in 
exchange rates. Action that can make all the 
difference to your bottom line. 

Discover how Risk Management can help 
put your mind at rest. 

Call your local Chief Manager at National 
Westminster Bank PLC: in Hong Kong Roger 
Lacey on 852 5-247071; in Singapore Mike 
Brigden on 65 2204144 or in Japan Tony 
Hodge on (03) 216-5301. 


Risk Management by NatWest « 





The Action Bank 


Australia: 177326 - Bahamas: NS20111 - Bahrain: 8559 - Belgium: 21208 - Canada: 06-22572 - Federal Republic of Germany: 416500 « France 210393 - Gibraltar: 2114 - Greece: 216673 - Hong Kong: 61672 - Ireland: 25166 
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ATR 42-ATR 72 


The cooperation between the AEROSPATIALE 
Of France and the AERITALIA of Italy has 


resulted in new aircraft ATR 42 and ATR 72. 


first editions of the ATR family. These are turbo- 


prop jets of a new generation, and are res- 


pectively equipped with PW 120 and PW 124 
engines. The benefi from state-of-the-art 
technology recently developed, in particular in 
the use of composite materials. The ATR 72 
is the first aircraft in the world to be equipped 
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with an outer wing entirelv made of carbon 
The ATR 42 and ATR 72 were designed fo 
short distance flights and to answer to fluctu 
ations in airline passenger traffic. Their seating 
capacity can be extended from 46 to 70 seats 
Around them has materialized the ATR svstem 
Today, to build an aircraft is not enough: above 
all, what we are building into it, is its profita 
bility. The supporting logistics endow the air 
craft with presence, power, and adaptability 
Our aircraft are the result and the expression of 
a system: the ATR system. 

OUR GEOGRAPHIC PRESENCE: Over 35 aii 
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res are already our clients in the five able line of products servicing the specific needs S 
ntinents. of each airline z 
UR TECHNICAL PRESENCE: All around the More than just a family of aircraft, ATR offers a g 
orld, a maintenance network ensures à coherent and innovative approach to help air- 
und-the-clock availability of the ATR aircraft. lines operate our aircraft effectively. 


julouse, Washington D.C, and Singapore are 
e principal centers of this network. 

UR TECHNOLOGICAL PRESENCE: ATR air- 
anes are of a new generation. 

UR FINANCIAL PRESENCE: ATR can act as a 
yancial advisor. 

UR BUSINESS PRESENCE: 4 marketing 
nters throughout the world, feature a verit- 
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The sky 
is not our limit 





Not in aerospace. Not in Information door, or around the world. 
Technology. For at McDonnell Douglas we have Our proprietary computer systems and 
the working knowledge to deliver computerised applications software are precision engineered to 
systems. On time and within budget. fulfil the most exacting information requirements 
How? of individual departments or entire organisations. 
Because we are one of the world’s most skilled And for those seeking advanced graphics and 
and experienced users of Information Technology. factory automation tools, our experience of 
And are now being recognised as leading Systems computer-aided design, manufacturing and robotics 
Integrators. Is unique. 
McDonnell Douglas professionals can help you Reach for new heights in efficiency and 
get more from your present computer systems, and performance with McDonnell Douglas. The sky's 
can network different makes of computers. Next no limit. Not for us. Not for you. 


TALK TO US ABOUT WORKING SOLUTIONS IN: FINANCE AND INSURANCE * BANKING € LOCAL AND CENTRAL GOVERNMENT 
HEALTHCARE e MANUFACTURING € ARCHITECTURE e CONSTRUCTION AND CIVIL ENGINEERINGeTELECOMMUNICA TIONSeRETAILING 


MCDONNELL. 
DOUGLAS 


McDonnell Douglas Information Systems Limited, 
Boundary Way, Hemel Hempstead, Herts. HP2 7HU. 
Telephone: 0442 232424 Extn. 4344 or 4409, 

for our 1988 Information Brochure. 














Beecham 


ees ta x E E n - P 
Va € Me s Eco Pr nid. 
= J 


A new kid on the block 


OME industries believe the best bosses 

are schooled in the intricacy of their 
business. But when companies hit trouble it 
is often an outsider who puts them back on 
their feet. Mr John Sculley, a former presi- 
dent of Pepsi-Co, is taking America's Apple 
Computer from being a campus star to a 
corporate one. And Sir Colin Marshall has 
switched from renting Avis cars to rebuild- 
ing British Airways into one of the world's 
better airlines. Now an outsider is showing 
what can be done in the nepotistic drugs 
industry. 

Drug companies recruit top managers 
mostly by internal promotion. They argue 
that experience and loyalty are more impor- 

t than MBAs; along with the ability to un- 

stand what the chemists and biologists 
are up to. Among the industry's 
chairmen are Sir Roy Vagelos, who 
has been at Merck—the world's big- 
gest pharmaceutical company—for 
19 years and Mr Paul Girolami, who 
has been with Britain's Glaxo for 23 
years. So Beecham, Britain's second 
largest drugs company, prompted 
sniffs when it chose Mr Robert Bau- 
man as its new boss two years ago. 

Mr Bauman, a 57-year-old Ameri- 
can, started out as a coffee salesman 
and worked his way up to become a 
divisional president of General 
Foods. He then became chairman 
and chief executive of Avco, a finan- 
cial and aerospace group. Lord Keith, 
who in 1985 was Beecham's vice- 
chairman, justified Mr Bauman's ap- 
pointment thus: "I think having a 
damned good manager is more im- 

-ant than having a specialist." 

Beecham needed new manage- 
ment because its profits had ceased to 
grow. Mr Bauman soon saw what was 
wrong: Beecham was fading because it 
had failed to adjust to changes which 
had taken place in its markets: 

@ Most drugs companies owe their success 
to one or two blockbuster products pro- 
tected by patents. Beecham’s patents were 
running out, but it had done little to pre- 
pare itself for the inevitable decline in sales. 
e Demand for medicines had changed. Bee- 
cham built itself up by selling antibiotics, 
used to fight bacterial infections and ac- 
counting for about two-thirds of its pharma- 
ceutical sales. When antibiotics were new, 
bacterial infection was a major cause of sick- 
ness. But today’s top-selling drugs are those 
used to treat chronic conditions, such as 
heart disease, ulcers, arthritis or cancer. 

@ New technology has accelerated the pace 
of innovation and as a result the profitable 
lifetime of a new drug has dropped from 
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some 15 years to just a few. Drugs companies 
need to be more inventive and have a con- 
tinual flow of new medicines emerging from 
research laboratories. Beecham had little in 
the pipeline. 
@ Increased regulation had raised sharply 
the costs of developing new drugs, increas- 
ing the need to sell them globally to recover 
costs. Unlike its rivals, Glaxo, Wellcome 
and ici, Beecham had not done much to ex- 
pand abroad. 

Beecham's problems were compounded 
by a bureaucratic, inflexible and (because 
success in the industry often depends on the 
progress of just one product) secretive man- 
agement style. The company also lacked a 
common purpose. Its drugs and consumer 
divisions were run separately, even at board 





Bauman scents victory 


level. There was constant squabbling and 
morale was at rock-bottom. 


Finding a cure 


Mr Bauman does not reckon selling drugs is 
like selling coffee, but he saw the drugs in- 
dustry as a maturing business which could 
benefit from some old-fashioned manage- 
ment discipline. First he gave Beecham a 
corporate strategy: to concentrate on high- 
margin pharmaceuticals and the more suc- 
cessful parts of its consumer business. Fi- 
nancial targets were set for the next five 
years. 

Next, new management was brought in. 
Thirty new senior executives were ap- 
pointed, about half of Beecham's top man- 
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agement, | 1 of them from outside the indus- 
try. Elsewhere, career development was 
encouraged. Some 4,000 people in the com- 
pany now face regular performance reviews 
with financial rewards for the successful. Mr 
Bauman counts himself among those: he is 
one of Britain’s highest paid executives. 

After selling off some £400m-worth of 
assets, the remainder of the business was re- 
structured into three divisions: pharma- 
ceuticals, consumer goods, and cosmetics. 
They were given clear chains of command, 
with each divisional head having more au- 
tonomy and reporting directly to Mr 
Bauman. 

Overheads are being cut in several ways. 
Inefficient antibiotic manufacturing plants 
are being replaced by new ones, and new al- 
liances have been formed. In America, Up- 
john will help Beecham market what it 
hopes will be a new blockbuster—Eminase, 
which stops heart attacks while they are in 
progress. 

Beecham's regulatory and mar- 
keting departments have also been re- 
vamped into a central unit, and come 
mittees of outsiders were set up to 
watch over the quality and direction 
of research. The plan is to switch 
more money into developing heart 
drugs and mental-health medicines. 
And, for the first time, the company 
will produce products licensed from 
other firms. 

Beecham is also being less secre- 
tive, but has scope for even more 
openness. The company was recently 
forced to halt the development of 
cromakaline, a novel drug used to 
treat high blood pressure, when in- 
formation was leaked about side-ef- 
fects discovered in animal experi- 
ments. Mr Bauman reckons it would 
have been better if the company had 
disclosed the facts. 

That might win Mr Bauman 
more friends. Some analysts disap- 
prove of his lack of experience in the 
industry and of his free use of busi- 
ness clichés. But Beecham's earnings 
per share rose 16% during the finan- 
cial vear to March 1988, compared with an 
annual increase of 61/96 during the previous 
two years. And the company's half-year pre- 
tax profits are expected to have increased by 
1696 to £210m ($376m). 

Meanwhile other drugs companies are 
going through something of a management 
crisis. Executives have resigned at 
SmithKline Beckman and Sterling Drug (re- 
cently taken over by Eastman Kodak). And 
senior managers have walked out at 
Wellcome and Glaxo. The problem, it 
seems, is that the drugs industry may lack 
the management skills to manoeuvre itself 
from one boom to the next. The answer may 
be more outsiders. 
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VETWEEN 1967 and 1987 
the American economy in- 
'eased its real output of goods 
id services by nearly 70%. It 
rew, in other words, by a re- 
ectable average of 2.696.a year 
uring those years. Over the 
e period, however, its civil- 
labour force was growing rap- 
y too; it expanded by just over 
5096, or by 2.196 a year. Put 
se numbers together and you 
ive one of the biggest economic 
puzzles of recent years. 
After two decades of ex- 
tremely rapid progress following 
second world war, the 
growth of labour productivity 
n the world's richest economy 
owed to a snail's pace. Over the 
past ZO years output per em- 
oyed person (the broadest 
easure of labour productivity) 
ias risen in America by just 
1196. That compares with an 
unweighted average rise of 71% 
the productivity of the Group 
of Five economies (America, Ja- 
pan, West Germany, Britain and 
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Real earnings in manufacturing 178 


America’s shrinking middle 


his is the first in a series of briefs on changes in the world econ- 
y during the past 20 years. The first five briefs will look at the 
e main capitalist economies; after that, five more will look at 
some developing and centrally planned economies. This week: 
hy America is better off than it was in the late 1960s—despite 20 
years of near stagnation in earnings and productivity 


This large gap raises many 
questions about the way Amer- 


ica has reshaped itself since the 


late 1960s. Why has productivity 
been so poor? How does that dis- 
mal record square with the fact 
that almost all Americans are, 
nonetheless, living much better 
than they used to? And what 
light does it cast on the common 
view that the American econ- 
omy has long been producing 
too many "bad" jobs (eg, selling 
hamburgers) and not enough 
"good" ones (eg, making hi-fi 
equipment)? 


America has seen output and - 


workers shift from manufac- 
turing to services since the 


1960s. In 1967 manufacturing - 


accounted for just 28% of GNP; 
its share has since fallen to 20%. 
The service industries, in con- 
trast, have grown from 60% of 


the economy to 68%. Those who - 


lament the deindustrialisation 
of America suggest a link be- 
tween this trend and America's 


poor productivity performance. — 


Inconveniently, however, all 


Productivity‘ - 





` E 
G5 * pr 
4 
average ^ 
E 


m 1 An 









mies have seen a similar shift 


from making things to providing. 
services. Manufacturing in the- 


G5 countries has fallen from 3096 


of GNP to 2596 of GNP; services. 


have expanded from 5696 to 
6396. So in this respect America 
has not moved markedly out of 
step with the rest. The biggest 
differences between America 
and the others are in interna- 
tional trade and in the govern- 
ment’s role in the economy. 

In 1967 exports accounted 
for 5% of America’s cnp; by the 
middle of the 1970s this measure 
of economic openness had in- 
creased to more than 8%; but 
the ratio peaked in 1980 and has 
since fallen back to 7%. The av- 
erage export-to-GNP ratio for the 
G5 countries has risen from 14% 
in 1967 to 20% in 1987. | 

Since American firms, on av- 
erage, still conduct much more 
of their business at home than 
their counterparts in the other 


big economies, they face less 


pressure to become more com- 
petitive. This could be one rea- 
son why America has lagged in 
the productivity race. Yet Amer- 


ka was a comparatively closed 


economy between 1945 and 
1967, and its productivity grew 
quickly during those years. 


. America's government has à- 


smaller economic role than its 65 


. counterparts. Public spending 


was equivalent to 37% of onr last 
year, against a 65 average of 4396. 
Moreover, this gap has widened 
somewhat since 1967, when 


. America's public spending was 


31% of GNP compared with a cs 
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given America an advantage in 


economic efficiency. Low public 
spending means, among other 


' things, comparatively low tax 


rates, and so fewer distortions in 
relative prices and economic in- 
centives. Small government 
therefore seems an unsatisfac- 
tory explanation for slow growth 
in productivity. Some econo- 
mists, however, are unwilling to 
dismiss the idea. They point to 
the deterioration in America's 
infrastructure (roads, etc), and 
argue that there may be a link be- 
tween this (admittedly small) 


productivity growth. 


„part of public spending and slow 


Bad jobs, good jobs 
Most analysts continue to stt 
the rise of services—undeterred 


by the fact that many economies 


have seen rapid productivity 
growth alongside a shift from 
manufacturing. This is not sur- 
prising because, international 
comparisons aside, the theory of 
too many "bad jobs" looks quite 


. plausible. 


On average, workers of a simi- 
lar age and education earn about 
2096 less in America's service in- 
dustries than in manufacturing 
and other goods-producing sec- 
tors. So it seems reasonable to 
believe that a large shift in work- 
ers from goods-producing to ser- 
vices—which has indeed hap- 
pened—could drive average 
earnings down. Next, add to this 
the fact that real earnings in 
manufacturing have them- 
selves been nearly static over 
past 20 years. Together tb... 
point to a growing pool of low- 
paid labour in "bad jobs”. 

According to a new study*, 
between 1973 and 1986 the pro- 
portion of Ámerican workers 
with earnings of less than 
$20,000 a year (at constant 1987 
dollars) rose from 51% to 55%; 
the proportion of workers with 
earnings of more than $50,000 
rose too, from 596 to 796. Ac- 
cordingly, the proportion earn- 
ing between $20,000 and 
$50,000—that is, the proportion 
of workers with what most 
Americans would regard as 
“middle-class ^ jobs"—shrank 
from 4496 to 3896. These figures 








se 'm to ü ie bad-jobs theory. 

- There seems to be further sup- 
port for it in the migration that 
has taken place over the past 20 
years. The drift of output and 
workers away from the north- 
eastern. Rust Belt states (ie, 
those from Maine to the Dakotas 
‘via New Jersey) to the Sun Belt 
-of the south and west has been 
going on for much longer than 


ithe past 20 years. In 1900 62% of © 


"Americans lived in the Rust Belt; 
by 1970 the share had fallen to 
5296. But the trend accelerate 


in the 1970s and 1980s. By 1986 _ 
the Rust Belt's share of Ameri- 





cans had fallen to 45%. 


As the American economy | 
‘has deindustrialised, some ana- 


lysts argue, employers have re- 
Vision low-wage - workers to 












of the pattern m earning 
the regional shift) is mote. 
plicated. It is also. unkind t o 
bad-jobs theory. a 


First, take earnings, but break 


the figures down by sex and by 





standard of education. As n j 


the aggregate figures, a declining 
proportion of male workers 
earns between $20,000 and 
$50,000, and an increasing pro- 
portion earns less than $20,000. 
But not so for women. The pro- 
‘portion. of women earning less 
than $20,000 a year has fallen, 
and the proportion earning be- 


tween $20,000 and $50,000 has 


gone up. 
. So women have done better 
: than men. It also turns out that 
^X well-educated workers 
1. done better than younger, 
less well-educated ones. As a re- 
sult, the falling earnings of young 
men with no more than high- 
school education account for 
most of the shrinkage in the mid- 
die of the earnings distribution 
and for most of the expansion at 
the bottom. In 1973 64% of 
“high-school-only men aged be- 
tween 25 and 34 earned more 
than $20,000 (as before, in 1987 
dollars). By 1986, the ratio had 
"dropped to 40%. 
-© [n short, a worker's prospects 
of rising pay have more to do 
‘with gender and especially edu- 
cation than whether he or she 
works in manufacturing. This 
implies that America has seen a 
- fall in the demand for not-so-well 
educated labour. To reinforce 
- this, note that the supply of col- 
ducated men and women 
faster pan the pp 

















of those with high-school educa- 


tion only; the fall in the relative 
earnings of the not-so-well edu- 
cated must therefore be due to 
lower demand. All this sits un- 
comfortably with the idea that 


America is offering its labour 
h- force fewer good jobs and more 
3f . bad ones. Actually, it suggests 
the opposite. 


True, the decline in punte 
turing has hit young, high- 
school-only men disproportion- 


. ately hard; to that extent, the 


manufacturing trend and the 
earnings trend are connected. 
But those disappearing manufac- 
turing jobs have evidently been 
replaced with "good" jobs. The 
problem for the people at the 
bottom of the earnings distribu- 
tion seems to be that they are 
educationally under-equipped to 
compete for them. 


From north to south 


A closer look at the regional shift 
in employment also casts doubt 
on the bad-jobs theory. Suppose 
it were true that the growth of 
employment in the Sun Belt re- 
flected a national shift of work- 
ers from higher-paid jobs to 
lower-paid jobs, as some argue. 
Then wage differentials ought 
to have narrowed between the 
Rust Belt and the Sun Belt, be- 
cause wages would have been bid _ 
up in the low-pay states. Art first 
sight, indeed, this seems to have 
happened: the gap between in- 
comes per person in the Rust 
Belt and the Sun Belt shrank 
steadily during the 25 years up to 
1982. Again, however, broad ag- 
gregates are misleading. 

Wage differentials in manufac- 
turing between Rust Belt and 
Sun Belt have hardly budged 
over the past 20 years. Money 
wages are generally higher in the 
Rust Belt, but the average cost of 
living is higher there too; several 
studies have therefore concluded 


that in real terms manufacturing 
wages are no higher, job for job, 
in the north than in the south. 
That being so, the gap be- 
tween incomes per person in the 
Rust Belt and the Sun Belt must 
reflect the north's advantage in 
having more good jobs—in man- 
ufacturing or otherwise—than 
the south. More jobs, in other 
words, that require better-edu- 


cated, skilled workers. And it fol- 
lows. that if this incomes gap is 


narrowing, it must be because 
these good jobs are moving from 








north to south—and not be- 
cause workers are having to 
move from good jobs in the 
north to bad jobs in the south. 
Another popular view about 
the shift from north to south 
turns out, on closer examina- 
tion, to be wrong. This is the 
idea that the Rust Belt has suf- 
fered because it depended on 
troubled industries such as 
steel, cars and heavy machinery. 
Yet between 1967 and 1985 the 
industries relied upon by the 
north actually did a little better 
on average than those—such as 
textiles, timber and petroleum 
products—telied upon by the 
south and west. If the Rust Belt 
had merely maintained its 1967 
share of each manufacturing in- 
dustry, it would have ended up 
in 1985 with a bigger share of to- 
tal American manufacturing 
than it started with. In. fact. its 
share fell over the period from 


64% to 53%. 


‘The Sun Belt saw. heater 
growth of output than the Rust 
Belt in every manufacturing in- 
dustry except petroleum prod- 

































ings per (male) wotker actuall: 
- fell 2% in_real terms betweer 
*1973 and:1986: but income pe 


bad management, but the evi 





ucts. So the Rust Belt was-not 
is commonly supposed, the: 
lucky host to a group of inc 
tries left behind by technolog 
change. It was the region 
nearly every industry —wh 
or not in secular decline 
cided to shun. 

Recently some northern stat 
have revived—witness the rise 
incomes per person since 1983— 
even though manufacturing e 
ployment has mostly continu 
to fall. This shows that there is 
no need for a region to prote 
struggling industries to defe 
its affluence. But why did then 
gration happen in the first pli 
As yet, no good explanation 
come to light. : 

The bad-jobs theory may be 
unconvincing as an explanatic 
for America's productivity slow: 
down. But it is still true thai 
there has been a slowdown both 
in output per worker and,-there 
fore, in real-wage growth. Thi 
poses two further puzzles—one 
easy to solve, the other hard. 

The easy one is this: why hav 
Americans not made more of a. 
fuss about their stagnating earn 
ings? The answer is that the em 
ployed labour force has grown 
rapidly, thanks mostly to a rise in 
the proportion of women whe 
work for money. Since a highe 
proportion of Americans now 
have earnings, incomes per per 
son have gone up. Median earn 































































person (ie, workers and non 
workers) rose by 2296. — .- 

The hard puzzle is explainin 
the économy-wide trend of slow 
íng productivity. Economist 
talk of too little innovation an 





dence is unclear. Perhaps poo 
productivity growth is the pric 
America pays for high employ 
ment in bad times. The strains: 
the 1970s and 1980s pushed un 
employment higher in Europ 
than in America, partly becaus 
wages in Éurope failed to re 
spond to changing conditions i i 
the labour market. 

Wages in America stayed lo 
enough to keep unemployment 
down, which ensured that mor 
of the less-productive worker 
kept their jobs. This, in tur 
meant lower average output per 
worker (ie, lower productivity). If 
America’s productivity record is 
just the obverse of keeping em- 
ployment high, it might not be 
quite the bad news it seems. 
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Boers besieged 


OUTH AFRICA will soon be back on 

the financial rack for the first time since 

it suspended repayments of its short-term 
debts in September 1985. This year and 
next the country will have to pay its foreign 
creditors $3 billion-3.5 billion in interest 
and principal. That is mild compared to 
what follows: in 1990-91 South Africa is due 
to repay almost $12 billion, equivalent to 
. roughly half of export earnings. The direc- 
 tor-general at the Department of Finance, 

Chris Stals, admits that this cannot be 
uuic. 

The problem is that South Africa has 
two incompatible needs. To service its for- 
eign debts it needs to run a current-account 
surplus. At the same time, South Africa's 
real GNP needs to grow by around 596 a year 
to create enough jobs for a population that 

_is growing at 3% a year. But, at its current 
level of domestic savings, it cannot manage 
much more than 396 growth a year without 
triggering an import boom 

.... South Africa is now stamping hard on 

^ the economy's brakes after imports in- 
creased by 2096 in the first quarter of 1988 
‘compared with 1987's fourth quarter. This 
year South África is forecast to run a cur- 
rent-account surplus of only around R2 bil- 
lion ($1 billion), a third of last year’s R6 bil- 

lion. A gold price as low as the present $420 

an. ounce has not helped. Gold accounts for 

% of the country's exports. 

outh Africa's problems are com- 


ded. n its : friencilessness. Since 1986 








there has been a $5 billion net outflow of 
capital as foreign banks and corporations, 


under pressure from anti-apartheid groups - 


at home, pulled out of the country. 

There are few places that South África 
can turn to for financial help. Its last loan 
from the IMF raised a storm; both the Fund 
and the World Bank have a strong and 
steady majority on their boards against 
loans to South África. Western credit agen- 
cies shun it and few foreign banks are willing 
to lend new money. South Africa's only fi- 
nancial friends in the West are in Switzer- 
land and West Germany. 

Swiss banks have been behind most of 
the gold loans that South Africa has ar- 
ranged this year. Gold loans enable South 
África to use its gold reserves (worth less 
than $1.2 billion) to produce scarce foreign 
exchange: the gold is used as collateral for 
foreign borrowing that. boosts . hard-cur- 
rency reserves. So far this year the govern- 
ment has raised $600m this way. 

Useful as gold loans are, they will not 
enable South Africa to meet the $12 billion 
of debt repayments due in 1990 and 1991— 
mostly money owed by South African banks 
to 400 or so foreign commercial ones. The 
rest—about $1.8 billion—is due to holders 
of South African bonds. The bunching of 
repayments was caused by 1985's debt 
standstill arrangement, designed to stretch 
out the repayments of South Africa's short- 
term debts. 

In 1985 the South African government 


loans' value, it makes them more s 


ing eventually (in Mein 1087) toa qe 
term. repayment schedule for these and 
other government and private-sector bank 
debts. Under the agreement, $14 billion of 
South Africa's $24 billion foreign debt was 
mostly frozen (ie, only interest. would be 
paid) until 1990. The rest of the debt-—in- 
cluding around $1 billion due to the IMF— 
was to be repaid on schedule. i 


Cool laager 
It is that frozen lump of debt that is agair 
causing worries. The government has tried 
to thaw it out by cleverly exploiting fore 
banks’ distaste for South África. as well as 
their greed. At the beginning of the yea 
offered bank creditors the option of ex- 
changing their foreign-currency loans intc 
different sort of rand in its two-tier cur 
system. | 3 
In the standstill arrangement die 
were valued in commercial rand. The So 
African authorities offered to switch tl 
into financial rand. This rand can be 
only. by foreigners and is used for inves 
in South Africa. It trades at a varying 
count to the commercial rand: in Marc. 
year the discount was around 2096; no 
closer to 4096, following the worsenin 
South Africa's current-account balance. 
— Although switching rands cuts 


Perhaps as much as $200m of South 
debt has been consumed in this way. T! 
buyers of the banks' financial rand are int 
national investors who want to buy Sou 
African assets—usually gold shares. The 
vantage of this sort of deal to the South Af 
‘can government is that it reduces its fori 
debt and. converts it from a hard«c 





liability to a domestic asset. 
Another scheme, this time swap- 
. ping frozen loans into new debt, has 
. proved more popular. It appeals to 
_ banks yearning for secure, high-yield- 
ing assets. Bankers estimate that 
around $3 billion of the debt thawing 
in 1990 and 1991 has been swapped 
-. for ten-year South African debt. This 
debt will be repaid in ten six-monthly 
repayments starting in 1993. By con- 
verting their loans into this debt 
banks can improve their returns. The 
frozen money pays banks s% over 
their cost of funds, LIBOR. Depending 
on the borrower, the new stretched- 
out loans will pay banks between 
15896 and 17596 over LiBOR. In addi- 
on banks get a fee of Ys896. 
. Several bankers believe that far 
from delaying the eventual repay- 
ment of their loans, such a swap will 
in fact speed it up since they will have 
their money back by the end of 1998. Amer- 
ican banks, which are South Africa's sec- 
ond-largest set of creditors after the British, 
have been especially eager to swap their 
debts for the ten-year paper. They reckon 
that such a swap will at least fend off a nasty 
confrontation. with anti-apartheid share- 
| holders over a rescheduling. It may even 
«save them money. American banks worry 
< that the American authorities may not allow 
-them to take part in a rescheduling. If they 








































do not reschedule, the South Africans 
might simply not pay them at all. 

Some banks are so confident that these 
ten-year loans will get repaid on schedule 
that they are prepared to swap Latin Ameri- 
can debt for South African paper. One Brit- 
ish bank which has lent too much to Argen- 
tina and not much to South Africa has been 
buying South African debt for a mixture of 
Argentine debt and cash. 

However, this debt shuffling will deal 





attics at best, only half of the debi 
lump falling due in 1990-91. Several 
banks remain optimistic that South 
Africa will manage a rescheduling to 
handle the rest. They say that the 
South Africans have become better 
negotiators than in 1985. On this rea- 
soning, Mr Stals's claim that South 
Africa cannot pay may merely be a 
good opening gambit. Yet, without 
big South African concessions, 
American banks in particular will 
find it politically impossible to agree 
to a rescheduling. That really means 
that rumours of the imminent release 
of Mr Nelson Mandela, leader of the 
banned African National Congress 
and in jail for the past 25 years, need 
to turn out to be true. Otherwise the 
anti-apartheid lobby is likely to prove 
too strong. 

Even if South Africa does m 
age to put off the days of reckoning, ... 
1990-91, it will soon run into political prob- 
lems caused by its slow growth. Its debt bur- 
den is not yet particularly heavy: this year 
little more than 1096 of its export revenues 
will go to service its debts. The basic prob- 
lem is that without fresh foreign capital 
South África has little chance of quickening 
its economic growth. It is unlikely to get 
much of that needed capital until it changes 
its political system. 
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A bond in: he hand is worth two under Bush 


seea soft landing for the American economy in 1989. That would mean 
lower interest rates, lower inflation and a stable dollar 


| 
| 
| 
| America’s Treasury-bond market hopes that President Bush will over- 
{ 





| ONALD REAGAN'S presidency has 
: a . proved a bonanza for dollar holders 
| of Ametican long-term government debt. 
~ Treasury-bond yields peaked in Septem- 
ber 1981 at 15.296. On November ith, 
— they were 8.96%. 
Although now trading well below the 
- April 1986 peak in bond prices (when 30- 
[ year Treasury yields. hit a low of 7.11%), 
| high-grade corporate bonds have per- 
formed as well as shares in recent years. In 
the five years to September 30 1988, the 
“candard oor's 500 share index ap- 
d 14.7% annually (including re- 
7nve ment of dividends), while Salomon 
— Brothers" long-term corporate-bond in- 
| dex returned 14.996. In the same period 
Treasury bonds were a little behind, but 
still rose more than 9% annually. 
During the Reagan years bonds 
E have enjoyed a bull market, in stark 
Contrast to the devastating losses 
suffered by bond holders during 
the inflationary 1970s. Not content’. 
. with that, bond investors continue - 
| to worry about an economy that is 
|. either too strong or too weak. So. 
far.this year the economy has man- — 
aged to avoid either extreme. It has 
grown at a moderate-to-fast rate of - 
35-496, which the bond market | 
feels i it can stomach. 3 
-Most bond investors seem san- - 
| guine about inflation. They are 
lb probably correct not to panic. The 
^y news in America’s government 
Au nd market this year has been the 
|] marked divergence between short- and 
— long-term rates. 
Since the stockmarket crash of Octo- 
ber 1987, the (short-term) federal funds 
. rate has increased by 100 basis points, or 
|. one percentage point. On November 8th 
| it was 8.25%. The Federal Reserve has 
| maintained a tight monetary policy this 
-year despite both the severity of last year's 
| crash and the fact that the Fed's chair- 
- man, Mr Alan Greenspan, is a Republican 
| appointee presiding in an election year. 
By contrast, 30-year Treasury-bond 
yields have declined by 125 basis points. 
This has resulted in a flatter yield curve 
(the flattest since late 1982), reflecting 
confidence that the Fed's monetary tight- 
1 ening will work. The prevailing view is 
that inflation will not take off from its 
sresent level of around 4%. Indeed, hopes 
e growing among bond investors that 
flation will decline i in 1989 « as and when 




























the economy slows. 

Bear Stearns, a New York investment 
bank, calculates that the slowdown in 
growth in the M2 measure of money has, 
in the past two years, been the sharpest 
since 1961. This is after allowing for last 
year's emergency post-crash injection of li- 
quidity. Bear Stearns guesses this money- 
supply “nosedive” will slow inflation to 
3.5% in 1989. Treasury-bond yields will 
fall to 7.5% by the end of next year, it 
says. Bear Stearns’s prediction assumes a 
“soft landing” for the economy. A reces- 
sion, by contrast, would spark a flight to 





quality in the government-bond market 
out of junk and other lower-grade corpo- 
rate bonds, which could bring long-term 
Treasury-bond yields down to 6.5% or be- 
low. 

This, however, is the bullish view. And 


as in any market, there is plenty of dis- 


agreement among bond investors. Many 
on Wall Street still talk about a return to 
double-digit Treasury-bond yields in 
1989. Their worries centre on the dollar, 
which, perhaps ominously, has been slid- 
ing for several weeks. 

The bears are right to argue that bonds 
cannot advance far in the face of further 
dollar weakness. With Japanese institu- 
tional investors accounting for as much as 
25-30% of the Treasury-bond market in 
recent years, the Federal Reserve remains 
forced to walk a tightrope between pre- 
serving dollar stability and keeping the 
economy growing. 


et 


The Japanese cannot be relied upon to 
buy Treasury bonds as indiscriminately as. 
they have in the past. Having lost billions 
of yen on currency movements in recent ` 
years, they are now happy to leave the 
American meee for extended periods. 
For example, the Japanese stopped buying 
Treasury bonds in early September, ¢ 
rectly anticipating (or, perhaps, causing) 
bout of renewed dollar weakness. They 
have yet to return as net buyers. 7 
The Japanese, and other foreign inves- 
tors, will return only when they think the — 
dollar has stabilised. This, probably more — 
than fears of inflation, is what prevents - 
the Fed from easing, and what keeps | 
short-term rates at their present high lev- | 
els. Long-term Treasury-bond yields will 4 
probably edge higher, and prices lower. . |) 
The next big rally in the government - 
bond market must await a stable dollar - 
and lower short-term interest rates. A ` 
slowing economy ought to help. 
both of these things to happen. 
Fortunately for the bond mar- | 
ket, any further weakness in the | 
dollar is likely to be a prelude to its | 
bottoming. Heard that one before? — 
Yes, but not only is America’s cur- 
rent-account deficit slowly on the — 
mend, but also American monetary - 
policy remains significantly tighter - 
(and real interest rates higher) than 
that of other big economies. The 
contrast is most marked with Ja- 
pan. That is also the most impor- . 
tant contrast, given Japanese inves- — 
tors’ role in America’s Treasury- K 
bond market. | 
In the past eight weeks Japanese .. 
short-term interest rates have risen — 
by 10 basis points while American short- | 
term rates have risen by 20 basis points. - 
This spread may have to widen further to | 
help the dollar and thus Treasury bonds. — 
Moreover, a slowdown in the economy ` 
should cause the trade deficit to decline ` 
more rapidly, helping the dollar and so 
bonds. o 
The election of Mr George Bush could — 
help, too. Republican administrations | 
have often been associated with economic | 
slowdowns during their first two years in. 
office, allowing plenty of time to arrange 
the next pre-election boom. The trick, 
given the huge debts already piled up by 
America's companies, consumers and the | 
federal government, will be to keep the 
slowdown orderly and prevent it trigger- — 
ing a wave of defaults.This second out- 
come would be disastrous. Except, that is, 
for those holding long-term governt 
bonds when deflation comes. - 










































































A RE foreign-owned companies in Amer- 
L Mica any safer now that Mr Michael Du- 
kakis's protectionist election promises have 
. scuttled? Not if America's Internal 
evenue Service (ins) has its way. It is re- 
interpreting an old law to have a go at the 
American subsidiaries of foreign companies. 
‘The taxman says that such companies have 
been let off lightly in the past. Critics call 
the IRS's actions xenophobic. 
The old law is Section 482 of the Inter- 
nal Revenue Code of 1986 (itself a modifica- 
ion of a 1928 law). It forbids companies 
'om dodging tax by transferring goods to 
fhliates at special rates—known as transfer 
pricing. To date, most of the law's victims 
have been American companies trying to 
export widgets at a fraction of their worth to 
offshore sister-companies that pay less tax. 
Fewer than ten cases have involved foreign 
companies, | | PE 
-. Now the irs has released “A Study of 
. Intercompany Pricing", which shows how it 
intends to apply Section 482. It reckons that 
foreign-owned companies pay less tax 
{around 50% less is its rough guess) than 
. American companies in the same sectors. It 
blames transfer pricing. Tax officials say 
_ that the worst offenders are carmakers, elec- 
tronics groups and the timber industry. 
There may be more than $20 billion of tax 
to rake in. (Remember Mr Dukakis's pledge 
to collect $100 billion in unpaid taxes?) 
| The irs has already begun to audit sus- 
. pects. One large British multinational now 
-. faces a “substantial” increase in its tax bill 
because its returns lagged those of competi- 
tors by 25%. The company is in no hurry to 
reveal its identity but its American lawyer, 
Mr Dan Burt, is furious. He questions 
whether the irs should use comparisons be- 
tween the profitability of newish foreign- 
owned subsidiaries and that of well-en- 
trenched American firms. f 

- The IRS says that some companies are 
salting profits in tax havens. However, Mr 
Burt claims that his client is accused: of 
transferring income from America, where 
corporation tax is 34%, to Britain, where it 
is 3796. It must therefore either be unwise or 
badly informed. Mr Burt is sure that his cli- 
ent will be exonerated— but only after “con- 
siderable and unnecessary" cost. 
:. So what is the IRS up to? Mr Burt has 
vo answers: the first is greed — $20 billion is 






















The iRs, he alleges, has always regarded for- 
eign tax-authorities as lily-livered; and it is 


| eign companies for buying up America. The 
IRS denies any political influence: it is sure 


that its audits will prove it right. 






a lot of extra tax; the second is xenophobia. - 


. under political pressure to bite back at for- 
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NEW YORK 


NSIDER trading is not the only kind 
A of securities crime. In Chicago two 
former members of the Chicago Board of 
Trade (CBOT) have just been sent to jail 
(one for five years and the other for six) 
for belonging to an illegal trading ring 
that made about $300,000 in profits. 

Daniel Dewey, who was sentenced to 
five years, traded in the exchange's Trea- 
sury-bond pit disguised in a wig and 
make-up because he was so well known. 
He had lost his exchange membership af- 
ter a chequered trading career of big wins 
and even bigger losses. — 

Ihe Chicago case is noteworthy for 
the harshness of the sentences and the 
severity of the judge's comments. Six 
years is the average sentence handed out 
to violent rapists; the grand-daddy of in- 
sider traders, Ivan Boesky, got only two 
years. Judge Marvin Aspen used the 
Dewey case to launch an attack on the 
CBOT, America’s largest futures ex- 
change. He called the trading ring the 
"tip ofthe iceberg" and the CBOT a "cess- 
pit’ and 
abuse". 

That may seem a trifle harsh since the 
CBOT co-operated fully with the govern- 
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ests to do so: trading rings are anathema 
to most exchange members because they 
can leave them exposed to losing trades, 
which crooks walk away from. 


derson was the unfortunate floor broker 
conned by the disguised Dewey. Mr An- 
derson woke up one morning to find 


“ripe for corruption and 


ment's investigation. It was in its inter- ~ 


This ring did just that. Mr Duke An- - 


himself exposed to a loss of nearly 


































From Chicago’s pits to the pen 





RIPE 


$200,000 on a bond-contract trade, and 
his Dewey-eyed dealer had disappeared. 
Mr Anderson did not have cash at hand 
to cover the contract. Scrambling in vain 
to find who was behind the trade, he was 
bailed out by good economic news. 

The bond market rallied sharply and 
the trade turned into a $500,000 winner. 
By this time, Dewey, whose crookery had > 
been more or less confirmed, was under- 
standably reluctant to claim his cash, Mr 
Anderson smartly sold the position, took 
the profit and retired from futures. © 
Dewey was retired from the immediate 
future into the long-term pen. 


| 
| 
| 
| 


: atte Pm a umo Pes ato d ater eeaeee ma mat weeer mrt tt CERE EE ETE TETTE ERRARE 


Employee share ownership 


Many more fares, 
please 


RITAIN is heading for an EsoP boom 
J next spring. So far only a dozen Em- 
ployee Share Ownership Plans have been set 
up in Britain, compared to 8,000 or so in 
America. But Mr Norman Lamont, a Trea- 
sury minister, has hinted that the next bud- 
get will remove some of the tax penalties 
that discourage ESOPs in Britain. 

' The government's privatisation pro- 
gramme is creating a host of candidates suit- 
able for EsOPing. British Coal and the Scot- 
tish Transport Group, both due to be 
privatised, are looking at the idea. A consor- 
tium put together by the Co-operative Bank 
and Unity Trust (owned by the Co-oper- 








ative Bank and trade unions), which would 
include an ESOP, is a favourite to buy 
Girobank from the Post Office. 

_A typical ESOP works like this: a trust is 
set up to buy a chunk of a company's equity, 
with borrowed money. The trust holds the 
shares on behalf of the workforce. In subse- 
quent years it receives regular payments 
from the company, which enable it to pay. 
back some debt and distribute shares to 
workers for free. The American experience: 
suggests that ESOPs improve productivity, so 
long as there is an open management style 
that encourages the workforce to participate 
in the running of the company. - 


Britain's first big wave of Esops will 
probably come from its 42 municipally. 
owned bus companies, likely soon to be 
privatised. They reckon an Esop would be 
the most acceptable route to the private sec- 
tor, and have been inspired by Yorkshire 


Rider, privatised last month. A manage- 
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ment buy-out took 5196 of this bus compa- 
ny's equity, while an ESOP took the remain- 
der on behalf of the 3,500 staff. But the 
equity accounted for only £500,000 
($900,000) of the sale price of £23m; the re- 
mainder came from bank loans put together 
by National Westminster Bank and its mer- 
chant bank, County NatWest. So Yorkshire 
Rider is the most leveraged Esop in Britain, 
with a debt worth 36 times the equity. Yet 
the banks expect to get their money back in 
ten years, thanks to a fairly stable cash-flow. 

The Department of Transport allowed 
the sale to go through without an auction to 
the highest bidder. The municipal compa- 
nies hope they too will be allowed to choose 
an ESOP without going through an auction. 
Such is their enthusiasm that on November 
9th one-third of Britain's 42 municipal bus 
companies turned up to an ESOP conference 
organised by the Institute of Directors, Job 
C ership (an ESOP consultancy) and Field 
| r&Martineau (a law firm). 

The provincial busmen heard Mr Nor- 
man Tebbit, former chairman of the Con- 
servative party, call for more ESOPs as a 
means of “turning workers into capitalists”. 
He was scornful of those that see ESOPs as a 
form of socialism. "One has to distinguish 
the baby from the bathwater,” he said. “The 
bathwater in ESOPs is egalitarianism. The 
baby is the motivational effect and the social 





There's never an ESOP when you want one; then 42 come along at once 


cohesion that comes from the wider spread 
of capital ownership." After all, he said, 
people who own shares in British Telecom 
are less likely to vandalise phone boxes. 

Yet the political provenance of ESOPs is 
unclear. "We have been used as propaganda 
by politicians of every hue," said Mr James 
Freeman, managing director of the People's 
Provincial Bus Company, at the same con- 
ference. The company has flourished since 
being privatised in February 1987, when an 


ESOP bought 8096 of the equity and individ- 
ual workers bought the remainder. People's 
Provincial is praised in a new pamphlet on 
ESOPS, written by a Conservative MP, Mr lan 
Taylor, and published by the Adam Smith 
Institute, a right-wing think tank. And Mr 
Bryan Gould, Labour's industry spokesman, 
who has praised ESOPs as a form of social 
ownership, was recently filmed for a televi- 
sion programme in front of a People's Pro- 
vincial bus. 





Private-client stockbroking in Britain 


Into the provinces 


The City's big securities houses, tired of losing poney in private-client 
ial, firms. 


stockbroking, are selli 


others are also wooing the small man. 


EFORE London's Big Bang in 1986, al- 
nost all big City stockbroking partner- 
sl... had longstanding private-client divi- 
sions looking after mainly wealthy clients. 
Most firms held on to the business when 
their partners sold out—for high prices—to 
banks and securities houses. The new con- 
glomerates thought that the private-client 
business would offer easy money because 
government privatisations and a roaring 
bull market were luring a new class of pri- 
vate investor into buying shares. To cater 
for this new breed, several old-style stock- 
broking firms, including Hoare Govett, 
Kleinwort Grieveson and Quilter 
Goodison, introduced cut-price dealing ser- 
vices—initially to good effect. For instance, 
Kleinwort's client list increased fivefold to 
11,000. The fun did not last. 

Last year private-client brokers found 
that their management and settlement sys- 
tems were inadequate to handle the surge in 
business. Back offices were snarled up with 
unprocessed share deals and privatisation 
allotment papers. Usually, these were for 
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bcd 


out to smaller, often provinc 


There will not be room for all 


san 


tiny bargains. Stock delivery was taking up 
to three months; brokers frequently had to 
borrow money to pay for shares. 

This was an expensive stop-gap. Some 
of the worst-hit firms were Kleinwort, Secu- 
rity Pacific's Hoare Govett, and Sheppards, 
owned by a consortium of mainly Arab 
banks. They had to take out loans double or 
treble the amount of capital they had origi- 
nally allocated to their private-client busi- 
ness. Interest payments on that debt wiped 
out profits. Small wonder that they soon 
headed for the exits. 

Shearson Lehman Hutton started the 
rush just before 1987's stockmarket crash. 
From its broker, L. Messel, it had inherited 
one of the City's longest private-client lists. 
It handed the list to Nivison Cantrade, a 
small London outfit, for a nominal amount. 
[n August the private-client arm of Savory 
Milln, owned by Swiss Bank Corporation 
[nternational, went to Parrish, an indepen- 
dently quoted London broker with 
branches in the south-east of England. The 
bad debts it acquired from Savory Milln 


were worse than it thought: on November 
8th Parrish announced half-year losses of 
£2.1m ($3.7m). uss-Phillips & Drew has 
given away its private business to Henry 
Cooke Lumsden, a Manchester firm. After 
losing money for almost two years, Quilter 
Goodison was sold by Paribas in August to 
Commercial Union, a British insurance 
company that owns a provincial broker. 

Even profitable subsidiaries are starting 
to go. ANZ Bank has sold the private-client 
bit of Capel-Cure Myers to Central Capital 
Corporation of Canada for £16m. In Sep- 
tember Hoare Govett's division was sold for 
about £5.5m to British & Commonwealth 
(B&C), a fast-growing financial-services 
group. B&C reputedly had to pay another 
£2m to handcuff Hoare's managers. 

Sellers, such as Paribas and ANZ, see pri- 
vate investors as an anomaly in a modern- 
day securities house devoted to an increas- 
ingly - institutional market. Moreover, 
deregulation, followed by the crash of Octo- 
ber 1987 and then the slump in stockmarket 
volume (by almost a half), helped highlight a 
long-hidden truth: big City stockbrokers’ 
private clients had rarely been profitable. 

This was not previously clear because 
most large stockbrokers, short on manage- 
ment talent, had inadequate cost-analysis 
systems to account for the profitability of 
their various operations. Before Big Bang 
and the abolition of fixed commissions, bro- 
kers’ institutional business subsidised their 
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age either a cost-conscious management of 
private-client departments, or much-needed 
investment In. up-to-the-second settlement 
systems to cope cheaply and cleanly with 


. Started to negotiate commissions after Big 
- Bang, so ending the cross-subsidy, managers 


business was costing them. 
^ kt is costing investors dear, too. Many 
brokerages which cut their dealing commis- 
sions on (small-client) advisory and dis- 
' eretionary portfolios after deregulation have 
-raised them back to pre-Big Bang leveis——a 
hefty 1.65% for bargains worth. up to 
£7,000. Most now insist on a minimum 
~ commission of £25; before Big Bang, the fig- 
ure was rarely above £10. Some firms, in- 
cluding Quilter Goodison and James Capel, 
part of Hongkong and Shanghai Banking 
'" Corporation, have added annual manage- 
ment fees of 1-1.5% to boot. cL-Alexanders 
Laing & Cruickshank, owned by a French 
. bank, Crédit Lyonnais, and the largest pri- 
.vate-client firm in the City (with 40,000 in- 
vestors), is also considering a charge. 
Many traditional City brokers think 
«> that private investors are not "price-sensi- 
tive" —translated: a soft touch. But inves- 
tors are now being wooed by a new breed of 
-< firms competing on both price and service. 
Last year private investors paid Stock 
-= Exchange members £555m in commission 
-on domestic equities, That was a whisker 
_ more than that paid by institutions, who ac- 
count for more than two-thirds of stock- 
‘market turnover. This year the commissions 
which private clients will pay will be much 
~ lower—perhaps £300m. Yet that will still be 
* .more than in 1986, which was hailed as a 
- bumper year. To make profits on this reve- 
nue, stockbrokers will have to excel in two 
areas: a management geared towards low 
costs; and a well-defined (and marketed) 
"product for a well-defined clientele. In short, 
it is slowly dawning on brokers that theirs is 
just another retail business. 
-  Qosts, especially for settlements, are 
stockbrokers’ biggest headache, When City 
rms introduced cut-price dealing services, 
they expanded quickly; so, too, did ineff- 
ciency. Most tacked their new operations 
onto outdated settlement systems. These 
-were run largely by quill-pen clerks who had 
“contact neither with management nor with 
the front office that was generating an in- 
creased flow of business. - 
.. Big City firms are now installing expen- 
sive new settlement systems. Yet few have 
used computers to build a bridge between 
any broker's two essential communications 
-systems—those for dealing and for settling 
- trades. Still fewer have followed the example 
- of Kleinwort Grieveson, which has put its 
back-office manager onto its Rue On an- 
other count, Sheppards stands alone. Its 
back-office. manager - was Recently replaced 





: erdt operations. This did little to encour- 


. new volumes of business. When institutions 


woke up (too late) to how much the retail l 


square foot in Glasgow,” 








by a Stone of mathematics, ained in 


"workflow processing’ —the science of tack- 
ling tasks in the most eficient manner. 
Sheppards now thinks it can make money 
out of small privatisation transactions, and 


: js promoting the flotation of British Steel. 


Until large firms make such changes, their 
average cost for transacting a domestic eq- 


 uity bargain will remain at £40-50, which is 
. twice that of the most efficient City firms, 
and three times that of many provincial and 


execution-only brokers. 

Provincial firms have a competitive ad- 
vantage over City firms because their rental 
and salary bills are much lower—even if 
those in the sticks do not always see it that 
way. | had to think twice about paying £4 a 





says the head of 
one Scottish broker. London rentals are 
now around £50 a square foot. Yet such an 
advantage has encouraged some provincial 
firms to be lax about management eff- 
ciency. Because of settlement snags, Penny 
Easton, a Glasgow broker, recently lost its 
independence to Allied Provincial Securi- 
ties (APS), a chain of regional brokers. 

Albert E. Sharp, a Birmingham broker, 
is unusual among British brokers, not only 
for having spent heavily on computers that 
merge the dealing and settlement ends of its 
business. Also, it has taken the step of hav- 
ing its brokers handle almost the whole 
share-dealing process, from transacting to 
settling each bargain. 

More provincial firms are likely to fol- 
low the route of APS and the MaRa Invest- 
ment Group (NIG), which has links with the 








National & Provincial building society 
These were formed by mergers between sev 
eral regional brokers. Both have centralise 
their settlement, research and marketing ac 
tivities, which has quickly brought econe 
mies of scale. 

When NIG bought Scott Goff Layto: 
from Smith New Court, a London market 
maker that also has a stake in the group, i 
fired Scott's 58-strong settlement staff. Thi 
year NIG has installed computer systems tha 
marry the front and back offices in its 2 
branches. Thanks to such integration, NK 
has reduced its number of settlement cer 
tres from nine to three. Importantly, th 
same computers can work out the cost am 
profitability of each bit of NiG's business 
APS and NIG have shaved the cost of har 


dling a single domestic equity bargain t 


£12-15. With around 50,000 customer 
each, they both account for about 796 of re 
tail stockmarket turnover, probably 
highest market shares in the industry. 

Some of the most efficient stockbroker 
are currently running at a loss—intention 
ally. They have decided to finance excess ca 
pacity for the next two or three years: tha 
means paying for expensively underuse: 
computers and staff in the hope that stock 
market volume picks up. 

Other firms are ruthlessly tackling th 
problem of high wage bills. In general, brc 
kers’ salaries have doubled in the past cw 
years, as former partners who sold out t 
larger houses were offered high rewards t 
stay. Once again, the regional firms have ai 
advantage over the City. Battye, Wimpenn’ 
& Dawson, in Huddersfield, says its averag 
salary last year was £12 ,000—roughly thi 


.. salary of a messenger boy in London. 


Firms that also offer advice will b. 
tempted to follow the example a 
Sheppards, and move back towards the ok 
system of partnerships. On November 4tl 
Sheppards announced that 70 ma t 
would buy a combined 50% stake int 1 
and take salary-cuts of between a third and : 
half, in return for a bigger share in any fu 
ture profits. What are the prospects? 


Wider but not deeper 
There are now 9m shareholders in Britain 
up from 3m in 1979. They invest in very dil 
ferent ways. Only 1.6m people own shares ii 
four or more companies. They deal on aver 
age four times a year, and account for 70% 
of all private-client transactions in Britisl 
shares. Typically, such investors will have ; 
portfolio of more than £50,000, and will ex 
pect a personal service from their broker. | 
is the upper tier of this cake that Londor 
stockbrokers want a slice of. They are wis 
to do so, given their high costs, and giver 
that rich investors still consider the City t 
be the natural home for their money. | 
Provincial brokers, with their lower cos 
base, are happy to give an advisory or dis 
cretionary service to clients with PAED 
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worth as littl as £10,000. Even 
though most business is transacted 
on the telephone, these brokers think 
they must be familiar with their cli- 
ents should they wish to call in for a 
Chat about their investments. There 
: are other reasons for familiarity. Re- 
-gional chains are also looking closely 
-at corporate-hnance work because 
-their customers could prove a natural 
_ channel of distribution for new share 
< issues. NIG has just helped float a 
-small Welsh steel company; its por- 
` tion of the share issue was snapped up 
- by its Welsh clients. 

|. [ust as the traditional regional 
-and City firms thought they had re- 
- drawn Britain's broking map, they 
"face competition from totally ex- 
: pected sources—American-style discount 
` brokers or execution-only brokers. Banks, 
building societies, and insurance compa- 
- nies, are also starting to muscle in. 
Execution-only brokers are all based 
-outside London. They do not have to pay 
expensive business-getters, since their bro- 
kers wait for their customers to do the call- 
ing. Traditional brokers are unwilling to 
compete with an execution-only service of 
their own for fear that their advisory and 
discretionary services would suffer. Ars, for 
instance, thinks that its marketing should 
-be directed towards its existing customers in 
"Order to strengthen its relationship with 
them. Squeezing an extra deal a year from 
-each of its clients would make it highly 
- profitable. 

=>> There are eight firms which specialise in 
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a telephone-dealing service, including a 
building society, the Cheltenham & 
Gloucester. The newest entrant, Fidelity 
(part of America’s largest discount broker 
and unit-trust manager), aims to attract the 
savvy, well-off investor. Its fees undercut 
most brokers for bargains worth more than 
£4,000, where there is a flat £50 charge. 
Most discounters want to undercut tradi- 
tional brokers on the minimum commis- 
sions they charge on small deals. 

Sharelink, a telephone service run 
jointly by Albert E. Sharp, and British 
Telecom, charges a minimum commission of 
£15. Owned by Barclays Bank but with sepa- 
rate management from both the bank and 
its investment-banking arm Barclays de 
Zoete Wedd, Barclayshare charges a £16 
minimum commission. 


The clearing banks consider their 
natural constituency to be the 7.4m 
shareholders that own up to three 
shares, should these investors acquire 
a taste for dealing. A big proportion 
of these investors applied for 
privatisation issues through their 
bank and have never had an account 
with a stockbroker. 

Barclayshare highlights the diffi- 
culties of getting a foothold in the pri- 
vate-client market. Its development 
costs, at £13m-14m, have been the 
highest in the industry. Barclay- 
share's 11,000 customers are just a 
sliver of the clearing bank's total of 
around 5m customers. This is partly 
because of poor marketing. Until 
now, it has advertised mostly through 
Barclays' branches, lost amongst a welter of 
products. That is inefficient, too, because 
automated teller machines mean that | 
tomers visit branches less frequen 
Barclayshare in October launched a cam- 
paign advertising its strengths rather than 
those of the bank. 

Most financial-services groups think 
they cannot easily sell stockbroking services 
on the back of their other products, such as 
life assurance, unit trusts or pension plans. 
Others, including National Westminster 
and Cheltenham & Gloucester, think they 
can. In America, banks were only allowed 
into stockbroking in the early 1980s, after a 
Supreme Court ruling. Most of these 
Johnny-come-latelys have failed to make 
money. Who's right? 




























































De) Technolo 


ay scientists rae i might 
and laser beams into space to de- 
y Russian missiles. What, roughly, does 
such a mirror do? 


(a) Send back your own reflection from 
wi rad angle you look at it. 






Me ent y yout head and bend your knees. 


2 Which disease is most closely analogous 
to AIDS in its method of transmission? 


(a) Gonorrhoea. 
(b) Influenza. 
(c) Hepatitis B. 


3 In 1985 Americans killed: 


(: ) 20m animals for science and about 4 bil- 






5 Economic history is easier to write than 








most cosmologists now think that when the 
universe was formed: 


(a) first there was a big bang, then inflation 
(of. space). caused recession (of all matter, 























. Hec w to play 
. One point for each correct answer, 

except when the question says 

otherwise. Each multiple-choice 

uestion has only one correct answer, 

s far as we know. 

answers are on page 100. 












s issue of The Econc mist marks the tenth anniversary of our Science 
which was started by the late Richard Casement, 

three other editors. This week we see who has profited. 

vott ing for the 1998 quiz 


the history of the universe. Nevertheless, 


away from the bang); 

(b) first there was inflation, which caused 
the big bang, then recession; 

(c) first there was a big bang. There has not 
been any inflation yet, but if it comes it will 
cause recession. 

For an extra two points, name the MIT physi- 
cist who is widely regarded as the father of 
the “inflationary model". 


6 When a “new formula” Coca-Cola was 
introduced in 1985, it flopped so badly that 
the company brought back “Classic for- 
mula” coke. Unfortunately, chemists 
proved that Classic Coca-Cola (at least the 
1986 vintage) is not the same as pre-1985 
Coke. The difference is: 


(a) only Classic Coca-Cola contains sucrose 
(table sugar); 

(b) px old Coca-Cola contains sucrose; 
(c) only Classic Coca-Cola has less than 
10% sugar. 


7 Why do oyster eaters in the northern 
hemisphere guzzle for only eight months of 
the year? 

(a) Because oystets are poisonous during 
their four-month spawning season. 

(b) Because people do not like the way oys- 


ters look during the spawning season. 


(c) Because oysters hibernate for four 
months, during which they are prone to 
infection. 


8 Connectionists are: 


(a) brain scientists who want to build com- 
puters that resemble the brain and will learn 
how to solve problems on their own, thus 
cutting down on programming; 

(b) people who believe that the weather is 
determined by sun-spots; 

(c) computer scientists who think there are 
connections between seemingly unrelated 
habits, which can be spotted only with a 
huge computerised database, and which will 
revolution marketing techniques. 


-12 Gold is rare, and comes from a rid: 


9 Aristotle called the first thinkers. w 
tried to explain the world by natural 
physici. He was referring to people who 
in: 

(a) Miletus; 
(b) Athens: 
(c) Sparta. 


10 In 1987 astronomers saw a. supernov; 
or exploding giant star, in a neighbot 
galaxy. When was the last time a supernov 
was seen in this galaxy! 7 


(a) 1922 
(b) 1731 
(c) 1604 


For an extra two points, name the astr 
mer who discovered the earlier supernov 


11 The first radiation to be detected. roi 
the supernova was a burst of: : 


(a) electromagnetic noise, spotted wher 
interfered with high-frequency transr 
sions between aircraft; 
(b) sub-atomic particles called neutrinos; 
(c) gamma rays, spotted by cosmonauts o 
Russia’s Mir space station. 

















lously long way away. Every atom of gold 
earth comes ultimately from: | 
(a) meteorites; 

(b) supernovae; 


(c) black holes. 



























p enty of | space in which to roam; 
space is one reason that such animals fail to 
thrive in reservations and national parks. 
How. much forest iss each grizzly bear 
need? 

(a) 3,000 Rer i, 

(b) 30,000 hectares. 

c) 300,0 000 O hectares... 


4 Wines are: 
Worldwide Uitdrited Š Miskeding Prog. 


Ve: ikly Interacting Massive Particles: 
ford/Idiotype Memory Pathways. 


"Like this chere be weto very buy situa- 
on.” This is.an example of: 


on computer could come up with; 

5) an apparent transliteration of dolphin 
nguage; — 

) the "deep grammar" which some lin- 
uists. believe is wired into every person's 
rain at birth. 












































6 "Zero-knowledge" demonstrations are a 
/ piece of computer-science arcana that 
ould help to make automated-teller 
ishcards more secure. They ate: 


ways of showing that somebody else 
ws nothing; 

) ways of showing that you know how to 
rove something without actually revealing 
iat proof; 

ways of showing that you know the an- 
to a certain question without revealing 
ie question. | : 








tials conduct electricity without resistance 
- relatively high temperatures (earlier 
iperconductors needed to be kept i imprac- 
ally cold). Which of the following has not 
been claimed as a potential application of 
the new superconductors? 


) Cheaper X-ray machines... : 
b) Cheaper magnetic-levitation trains. | 
(c) Faster computers. 


E 


18 The moon ‘gradually slows PE the 
ation, each year has 365 or 366 days. 


500m years ago? 


‘Lack of (b40 . 
(c) 5 ,000 


Ye best that a Japanese-English transla- 


| igh-temperature. superconducting ma- 


rth's rotation. At the present speed of ro- 





19 The first genetically engineered vege- 
table was a: 


(a) supersquash; 
(b) superradish; 
(c) supertomato. 


20 Two of the past three Nobel prizes for 
physics were awarded for work done in one 


laboratory. Which? 


(a) AT&T's Bell Laboratories in New Jersey. 
(b) CERN, the European high-energy physics 
laboratory near Geneva. 

(c) iBM's research laboratory in Zurich. 


21 Silicon is called a semiconductor be- 
cause only a few of the electrons in its crys- 
talline structure are free to move about. Be- 
fore you can make a switch or a circuit out of 
silicon you need to: 

(a) add impurities; 

(b) take away impurities; 


(c) add water. 


22 Borya mirabilis is a rare Australian 


plant that would be perfect for offices 
because: 


(a) it can live for years with no water; — 
(b) its growth is stimulated by the radiation 
from some visual-display units; 

(c) its exceptionally lush, curved leaves are 
good at absorbing sound. 


23 What do scientists refer to as “The 
Great Attractor’? 


(a) One of the two forces in atomic nuclei. 
(b) An unknown object or group of objects, 
millions of light-years away, which seems to 
be pulling the Milky Way and other galaxies 
towards it. 


(c) Ronald Reagan. 


24 Hallucigenia is: 


(a) an extinct sea-creature with 14 sum. 

seven tentacles and no eyes; 

(b) the active component in LSD; 

(c) one of Uranus's moons, so-called because 
it was originally thought to bea figment of 
astronomers' imaginations. 


25 The seven biggest economies account 
for about 5496 of the world's gross national 
products. Seven other. "megadiversity" 
countries contain more than 5496 of the 


world's species. Name three megadiversity | 


countries for one point, five for two points, 
all seven for three points: i 


26 “When he came to sum up he was over- 


- . come and lost for words. He gazed at the 
Roughly how many days did a year have 


model, slightly bleary-eyed. All -he could 


manage to’say was ‘It’s so beautiful, you see; 


| banquet i in Fiji. 






! n T talking 
e and what was sò ‘beautiful? (Twe 
points for naming each of the people, and 
one point for knowing what was beautiful.) 


27 Leonardo Da Vinci first sketched it in 
1483; the Wright brothers could not work 
out how to build it, so they made an aero- 
plane instead; in the mid-to-late 1980s it 
started to evolve rapidly. What is it? 


(a) Submarine. 
(b) Helicopter. 
(c) Rocket. 


28 Bifocal spectacles were first developed: 
(a) in 1818 by Lazare Carnot, a French i revo 
lutionary and military engineer, while lan- 
guishing i in a prison cell; 

(b) in 1286 by a mystic and natural philoso- 
pher, Petrus Peregrinus, who built suirahle 
lenses but could never make them s 
enough to be worn; 

(c) in 1784 by Benjamin Franklin, who was 
16 and having difficulty in reading. 


29 Valium was originally used: 


(a) to put zoo animals to sleep; 

(b) in CIA psychological-manipulation ex- 
periments; 

(c) recreationally, by Swiss monks. 





30 Who launched modern electronics, has 
90 patented inventions, solved a prc a 
that stumped Einstein but has : anlQto — v 
to get into Mensa? - 
(Two points for this one) - 


31 Over the last ten years, oral-rehydration 
therapy has saved the lives of millions of 
children. It means giving dehydrated chil- 
dren with diarrhoeal diseases a fluid that 
their sorely strained bowels can absorb. The 
mixture should be of: 


(a) sugar, oil, salt and water; 
(b) sugar, milk and water; 
(c) sugar, water and salt. 


32 Mr Dick Watling discovered MacGill- 


ivray's petrel, a nocturnal seabird previously 
last spotted in 1855, when: | 





(a) his daughter killed one with her aie 


(b) one flew straight i into him and hit him on 
the head; A 


(c) one was. served to him 2 as a: delic 






cac cy at a 













BUILDING FUTURE 
COMMERCIAL SUCCESS. 


| 
| 
| 
| 


The new Thermal Oxide i MTC a ise) 


Reproc ssing Plant (THORP), 
(ier it fot coming m Ti if ji i - i 
| "E ate viuit m "t e UNAM titt 


pumau Pitre ett e ! 
ELLE | 


he ase spac earner 
hid a valuable source 


E cef profit. 


BUILDING ON SOLID 
ACHIEVEMENTS... 


1987. 
£m | 
(Restated) 
TURNOVER 83 792 
EXPORTS e 134 152 
PROFIT BEFORE TAX | : 101 
PROFIT AFTER TAX T 88 
DIVIDEND | 36 29 
CAPITAL INVESTMENT 58: 558 
ASSETS |. 9588 2200 


NUMBER OF EMPLOYEES 16,773 16,940 
(AVERAGE) 


4 1987-88 was a vear of consolidation. Turnover 
increased by 6% to £839M and operating profits 
were over 8% higher although exports dropped 
by 12% after the prev ious year's record level. $* 
#8 The Company's s capital dev elopment 
programme to the turn of the century amounts 
to more than £5,000M. $$ 
$$ The emphasis i in BNFL is on value for money. 
Value for our customers; value for our | 
shareholder, the Government and value for our 
employees who enable us to make it all | 
B happen $$ p» ud. fup 
Christopher Harding, © gé We see our commitment to explaining our — ii s jn nd uA : 
Chairman. activities to the public as an important part of. | iei Nuckear Fuels “ag Ves 
our responsibility to the community at large. $$ Information Services, Risley, 
$4 Greater public knowledge and understanding ee Chess MO DAS 
of the nuclear industry is a prerequisite to our 
success. $$ 
$$ In the long-run, as pressure on world energv 
resources increases, with consequent increases in 
the price of finite fossil fuels, the economic 
advantage of nuclear power will cene to bea 
matter of argument and debate. # 












provide. an evo MONA missing link be- 


thing but swimming, and animals that can 
saunter around mud flats. They owe this 
structure to their habit of: 


(a) walking around on the sea-floor; 
b) clasping each other belly-to-belly during 





sex; 
(c) swimming in a peculiar, lop-sided way, 
appearing to "march" through the water. 












) a type of mineral like those that are 
und in clays, and which the chemicals in- 
stry finds handy for making catalysts; 

} a group of chemical elements first sug- 
ested when otherwise unexplainable spec- 
] lines were seen in the light emitted by 
e sun and'other stars, and later found in 
eteorites and rocks from the earth's 
antle. 




































| Two nuclear power stations at Fort 
'jerce, Florida, had to be closed down for 11 
lays after Labour Day 1984, at a cost to 
heir owner, Florida Power and Light, of at 
east $11 m. The problem was: 

‘a drunken hacker who had been trying to 
hange the room-service programmes in the 
ilm Beach West Sheraton; 

b) a fuel shortage after nuclear protesters 
amaged the railway line along which ura- 
um is brought to the stations; 

a oo long slick of cannonball and 
verleaf jellyfish that wriggled into the 
coolant supply lines. 











» What are Chultina, Wrangellia and 
inia? 

hree geological “terranes” on the west 
ast of America which were originally far- 
south, and have gradually moved into 
sir present positions. 

b) Three parasitic diseases, caused by vari- 
us species of Asian river worm, which are a 
ealth hazard to workers in rice paddies. 

c) Three different t f rocksalt that can 
e used to make lasers, | 
















very -that of amphibia imbs, so they ^ philosophers, quoted in an ar 


tween fish that have little interest in any- 


wheels, 


“The ghost in the machine”: 
(i) "Life is but a motion of limbs . . . what is 


the heart but a spring; and the nerves but so _ 


many strings; and. the joints but so many 
giving motion to the whole 


» 


body...” 


(ii) “I condlüded that l was a substance 
whose essence or nature consists of think- 
ing, and whose existence depends neither 
on its. location i in space nor on any material 
thing." | 


Two points for each philosopher, and an ex- 
tra two for the origin of the article's title. 


38 The four chemical “bases” by which ge- 
netic material is encoded on a strand of DNA 
are known by four letters. Which four? 

(a) A, B, Cand D. 

(b) AGG and U, 

(c) A, C, G and T. 


39 Mr Herbert Boyer and Mr Robert 


Swanson: | 
(a) were two music-hall artists who con- 


tracted the only cases of bubonic plague 


seen in Britain this century; 

(b) founded Genentech, a biotechnology 
company; m 

(c) gave their names to the Boyer/Swanson 
law, which defines the thermodynamic 
properties of a mixture of gas and liquid at 
different temperatures. 


40 What is a Golgi body? 


(a) The part of a cell in which the finishing 
touches are put to proteins about to be 
secreted. 

(b) A bundle of quarks and gluons. 


(c) The name an aerodynamics expert would - 


give to a hang glider, because the shape was 
first described by Antonio Golgi i in 1485. 


41 Theories and discoveries are often knit- 
ted together from many strands. When Dr 
Carl Sagan pondered a thick dust storm on 
Mars, it was one of the starting points that 
led to: 


(a) the theory that the dinosaurs died out 
because dust, thrown up into the atmo- 


sphere by an asteroid crashing into the 


earth, heated up the planet, making it too 
hot for them; 


(b) the "nuclear winter" theory, which 


holds that after a large nuclear war smoke 


and dust would block out the sun over the 


northern hemisphere, killing much of the 


planet's plant and animal life; 


(c) the theory that the apparent canals on 


Mars, which some used to think were built 
by Martians, were etched out of the surface 
by dust tornadoes. 


(disputed) result suggests that: : 
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(a) men are more closely mad to chimps 
than chimps are to gorillas; 

(b) gorillas are more closely related to- fla 
mingos than to rhinoceroses; 

(c) men are more closely related to zorilli 
than gorillas are to chimps. 


43 Alex lived in a laboratory at Purdue 
University in Indiana. He, she or it was: 
(a) an African grey parrot who, it was 
claimed, could ask for and identify 50 toys 
by name; 

(b) a dolphin trained to kill frogmen for the 
American Navy; 


(cha parallel-processing computer that could 


hold" conversations" j 


In turning over this- page of the paper, . 





(Add one bonus point for each of the bases i use up about: 


you can name in full.) - (a) à billion times more energy than a chimp 


uses to think about its mother; 
(b) a million times more energy than a radio 


. telescope receives from all the known pul- 


sars in one year; 

(c) 10,000 times more energy than an ant ex- 
pends when it climbs over a complete set of 
the Encyclopaedia Britannica. 














Answers 
1:(a), 2:(c), 3:(a), APT. Dr Alan 
Guth. 6:(b), 7:(b), 8:(a), 9:(a), 10:(c), 
Johannes Kepler. 11:(b), 12:(b), 
13:(c), 14:(b), 15:(a), 16:(b), 17:(a), 
JS ) 19:(c) 20:(c), 21:3), 22:(a), | 
23:(b), 24:(a), 25: Brazil, Colombia, 
Mon Zaite, Madagascar, Indo- 






























was the narrator; Dr Jame 
was bleary-eyed; and | heir m 
. DNA's molecular... s re Was 
beautiful. 27:(b), 28: 4 29: (a), 30: 





























Dr William Shockley. 31:(c), 32:(b), 
. 33i(Q), 34 5:(c), 36: (a), 37): 
Thomas - ; (i): Rene Des 
cartes. "T host in the Machine" 

























isa phrase used by Gilbert Ryle in his 
book “The Concept of Mind”; 
Arthur Koestler and Sting used it 
later. 38: (c). The bases are adenine, 
cytosine, guanine, thymine. 39:(b), 
40a} 41: (b), 42: (a), 43:( (a), 44:(b). 
Scores 

0-14: You sight have done bertet by 
answering at random. 

15-29:0K 

30-44; Good. 


















_ | 65 or more: You may be brilliant, but 
"you cannot Sun 
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tow Nam was lost 


| BRIGHT SHINING LIE: JOHN PAUL VANN AND AMERICA IN VIETNAM. Dy Neil Sheehan. Ran- 
om House; 862 pages; $24.95. To be published in Britain by Jonathan Cape 
"TNAM AT WAR. THE History: 1946-1975. By Phillip Davidson. Presidio Press; 868 pages; 


127.50. Sidgwick & Jackson; £16.95 


ISTORY may yet produce a firm judg- 

ment about the Vietnam war, but so 
ar there is no sign of it. Today, some 13 
ears after South Vietnam was overrun, 
here are still two opposing views on why the 
rorld's most powerful country was beaten 
y an army of Asian peasants. Belief One is 
hat the war was winnable but the United 
i: — ost because its general, William West- 
n . nd, fought it badly. Belief Two holds 
hat the war was being won in the field but 
vas lost by an irresponsible press. 

“A Bright Shining Lie" supports Belief 
Jne. But Mr Sheehan, a journalist who cov- 
red much of the war, has bitten off much 
nore than a history; he has tried to combine 
t with a biography of a singular character 
who was by far the most effective operator 
he United States ever had in Vietnam. He 
aas tried to do too much. The book is chro- 
vologically disjointed, and it is uneven. But 
t is worth reading. 

The illegitimate son of an alcoholic 
»rostitute and a streetcar driver, Vann grew 
1p with virtually every disadvantage. Yet he 
sot himself into the army as an officer and 
rose through the ranks with distinction. Ev- 
erywhere he shone. When he went to Viet- 
nam, in 1962, his character was so in tune 
with the war and his skills so precisely suited 
to what was needed that he quickly became 
a superstar. 
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As a lieutenant-colonel serving as an ad- 
viser to the Vietnamese 7th Division he 
took enormous personal risks, such as driv- 
ing through disputed territory at night and 
sleeping in isolated villages, in order to show 
the Vietnamese officers that things were not 
as bad as they seemed. He intrigued, flat- 
tered and cajoled to try to get the Vietnam- 
ese commanders to fight properly (indeed, 
to fight at all). He slogged through the mud 
with small units to demonstrate how to lead 
from the front. And he came to understand 
the place—the corruption, nepotism and 
the rest of it—as few Americans ever did. 

Eventually he got his wish for a big set- 
piece battle in which "his" troops, sup- 
ported by American firepower, could de- 
stroy the enemy. But when it came, at Ap 
Bac in January 1963, the senior Vietnamese 
officers refused to fight the battle the way it 
had been planned and purposely let the ene- 
my escape. Vann left Vietnam the next 
spring and tried to take his ideas of how to 
fight and win—in sum, turning South Viet- 
nam into an American colony and taking 
control of its government—to the Pentagon 
chiefs. But he fell foul of service politics and 
was not allowed to present his briefing. That 
July he retired from the army. 

Vann's problem was that he was a com- 
pulsive womaniser and was nearly court- 
martialled for statutory rape. He got off, but 


even so he could never have been promoted 
to colonel. It was for that reason, as much as 
his unhappiness with the war effort, that he 
left the army. But Vietnam was in his blood. 
He got himself appointed as a civilian ad- 
viser and went back in March 1965, at the 
time of the big American build-up and the 
strategy of stomp-them-to-death attrition. 

Vann disagreed with the strategy. He 
believed that patient “pacification” —the 
protection of the peasants, winning them 
over to the government's side, and strength- 
ening the South Vietnamese army—was the 
only way to win. Nevertheless, he rose 
quickly. In 1971 he took charge of one of the 
four corps regions with authority over both 
the pacification effort and the American 
troops there. He thus became, as a civilian, 
the de facto general that he might have be- 
come in the army except for his weakness of 
the flesh. 

It was too late for Vann’s pacification: 
the American troops were leaving, and the 
South Vietnamese had not been trained to 
replace them. Vann's last important act was 
to organise the defence of Kontum in May 
1972. Unlike Ap Bac, this time he had the 
authority; he orchestrated the fight and he 
told the Vietnamese what to do. Despite the 
indifferent performance of many of them, 
he won a stunning victory and saved South 
Vietnam from being cut in two. But the bat- 
tle showed that the Vietnamese army still 
could not stand alone. Vann died in a heli- 
copter crash a few days later. 

Phillip Davidson was General West- 
moreland’s intelligence officer during part 
of Vann's time in Vietnam. His book is a 
strong presentation of Belief Two. It is over- 
detailed at times, and lacks a dramatic life 
such as Vann's to spice up the narrative. But 
it is a solid and thoughtful history with de- 
tailed analyses of the main battles. Except 
for one defect, it would be as good a single 
book on the war as has been written. 

The defect is Mr Davidson's inability to 
be an objective historian when describing 
the period of his own service in Vietnam, 
particularly during the Tet offensive. There 
is no doubt that the Tet fighting wiped out 
nearly all the guerrilla forces in South Viet- 
nam, leaving the North Vietnamese army to 
shoulder the entire burden of the war. Mr 
Davidson contends that Tet was therefore a 
great victory which could have led to the de- 
feat of North Vietnam. But it was stolen 
from the army by the press, which portrayed 
it as a defeat and convinced the public to 
stop supporting the war. Many people agree 
with Mr Davidson; but it is still impossible 
to say for certain who is right. 

EBENEN AN ae ee 
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Political thinking 


Friends, brothers 


THE MODERN SOCIAL CONFLICT: AN Essay 
ON Pourics AND Liperty. By Ralf 
Dahrendorf. Weidenfeld & Nicolson; 217 
pages; $17.95 and £16.95 


tee Social Democratic party, 
said Ralf Dahrendorf at its formation, 
offers the country a “better yesterday". Few 
non-native speakers can have found it so 
easy to coin English aphorisms; and few men 
anywhere know more about the rich coun- 
tries’ yesterdays. Mr Dahrendorf was a ten- 
year-old in Hamburg when the second world 
war broke out. He saw both Germany and 
Britain in the arc-light’s glare of reconstruc- 
tion, and he has tramped from university to 
boardroom to political convention in Eu- 
rope and America ever since. 

Throughout it all, he has been a serious 
scholar. His latest book revolves round a 
hardly novel but still important question. 
Why, after 40 fantastic years (peaceful, pros- 
perous) are so many citizens of rich societies 
unhappy? Why does there seem to be such 
hardship—not just lack of money, but ano- 
mie and alienation—in the midst of plenty? 

Mr Dahrendorf puts the question in 
more formal terms. Is it right, or important, 
to match provisions—goods and services— 
with an entitlement to their enjoyment? If 
most people are getting happier (or richer), 
does it matter if some are getting more mis- 
erable (or poor)! Socialists have always 
thought that it was right, and does matter. 
So, at bottom, does Mr Dahrendorf—but 
he is not a socialist. He is clear that social 
democracy's claim to be able to plan for 
prosperity was a chimera, and that many 
"limits to growth" were bogus. He wants 
both a bigger pie, and a fairer system for 
sharing it. For him the way that some peo- 
ple—the American underclass, perhaps, or 
those with AiDs—can be excluded from the 
chances that modern life offers diminishes 
everyone. A society cannot exclude people 
and stay sane; perhaps Germans, and Jews, 
understand this better than others. 

Looked at another way, this is a study of 
fraternity and the conditions under which it 
will flourish. In the immediate, Fabian, af- 
termath of the second world war, it was easy 
to assume that the "state" would act as a sur- 
rogate for fraternity. It would redistribute, 
provide a sense of belonging; it would be in- 
clusive. Mr Dahrendorf is careful (many are 
not) to give the modern nation state its due. 
It “generalised the ancient idea of citizen- 
ship”; it remains the only known guarantor 
of the rule of law, the individual’s best 
weapon against oppression. 

Yet the state, especially the “fraternal” 
state, bred bureaucracy; bureaucracy bred 
corruption. In Britain and other countries, 
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Let’s hear it for fraternity 


the growth of a class of people dependent 
for their employment on the state has per- 
verted fraternity. How is it to be shored up? 
Mr Dahrendorf is not one of those who 
rushes to that weasel word “community”. 
Plucky little communities like the mining 
villages that Britain’s middle class oddly cel- 
ebrate during coal strikes are exclusive, in- 
bred, narrow— no sense of citizenship there. 
Perhaps the most fruitful place to discover 
fraternity today is in the idea of friendship, 
rapidly replacing family and geographical lo- 
cation as a unifying force— but, like most so- 
cial theorists, Mr Dahrendorf ignores it. 

Perhaps not entirely. Mr Dahrendorf 
wants a society of people who are vigilant in 
defence of liberty and educated enough to 
know when it is threatened. Above all, he 
wants people to have fun; and, perhaps, to 
know that they cannot have fun if some oth- 
ers, for no good reason, are denied it. 





Middle Eastern politics 


Jordan's banks 


Domestic PoLrrics AND REGIONAL SECU. 
RITY: JORDAN, SYRIA AND ISRAEL. By Valerie 
Yorke. Gower; 400 pages; £35 


E den danger in writing anything thought- 
ful about Israel and the Arabs is that it 
will be outpaced by events. This book in- 
cludes some reflections on the Palestinian 
uprising that broke out last December in the 
Israeli-occupied West Bank and Gaza. But 
the uprising's momentous consequences— 
King Hussein's decision in July to sever his 
links with the West Bank, Israel's election 
and the PLO's decision to press for indepen- 
dent statehood in the occupied territories— 
came too late to be included. To her credit, 
Valerie Yorke's arguments still read well. 
Mrs Yorke's thesis is that the foreign 
policies of these volatile countries are 





shaped largely by dilemmas at home. Fitti 
what has happened since the book's put 
cation into this analysis bears out her case. 
is also enormous fun. 

Take Jordan. King Hussein's quite u 
expected decision to waive the Hashemi 
claim to the West Bank in favour of the P 
estine Liberation Organisation becomes 
great deal plainer when set against the bac 
ground explained in this book. On M 
Yorke's reading, Jordan is far from being tl 
stable, uncomplicated monarchy it reset 
bles from the outside, in which the large P: 
estinian population and the original “Tran 
jordanians" happily embrace a share 
national identity under Hashemite rule. 

By contrast, she argues, the conflict b 
tween the two halves of Jordan's populatio 
is still unresolved. It was screened for muc 
of the 1970s by prosperity and by a cali 
patch in Arab-Israeli affairs. But the impa 
of the recession in the Gulf is mak’ 
harder to buy off trouble by dishing or 
in the public sector. The Palestinians st 
consider themselves second-class citizen 
the Transjordanians, traditionally favoure: 
worry about the erosion of their privileges 

It is usually said that Palestinians mak 
up 60% of Jordan’s East Bank populatior 
but that Jordan hushes this up lest Israi 
brands Jordan the “real” Palestinian homi 
land. Mrs Yorke suspects that th 
Transjordanians are in the majority, bt 
have not been told. This helps the king wel 
them to the regime. Whatever the truth, 


The controversy reflects deep misgivings i 
Transjordanian circles over how the Palestinia: 
issue has been used by the Hashemites to fui 
ther their ambitions . . . Moreover, the view i 
widespread that the regime's attitudes toward 
and manipulation of the Palestinian issue ar 
largely responsible for many of the intern: 
problems the kingdom faces today. 


If Mrs Yorke is right, one explanation of th 
king's decision to sever his ties wii — 1 
West Bank is that pressure from the $ 
jordanians for an “East Bank First” strateg 
simply became too strong to resist. The un 
answered question is how the Palestinians o 
the East Bank will feel about a compulsor 
divorce from their cousins across the river. 





Henry James 


The plots of Rye 


A RING OF CONSPIRATORS: HENRY JAMES 
AND HIS LITERARY CIRCLE, 1895-1915. By 
Miranda Seymour. Hodder & Stoughton; 
327 pages; £17.95 


UST before he died, Henry James became 
convinced that he was Napoleon and or 
dered the immediate redecoration of the 
Tuileries. Perhaps his delusion of grandeur 
sprang from the fact that he had just been 
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awarded the Order of Merit. He died early 
in 1916, just after he had taken British citi- 
zenship. One of his sponsors was the prime 
minister, who allowed himself a wry smile as 
he subscribed to the proposition that James 
could "both write and talk English". 

In Miranda Seymour's sympathetic and 
impressionistic book, Henry James gains in 
humanity and in an appealing vulnerability. 
When, for example, he wrote asking for sup- 
port for a volunteer ambulance corps, Vio- 
let Hunt was asked to tell him frankly 
whether or not his letter was incomprehen- 
sible. "They tell me", he added sadly "that | 
am obscure." When Edith Wharton showed 
off her expensive new car, bought with the 
profits from an indifferent but successful 
novel, he countered that "The Wings of a 
Dove" had bought him a hand-cart on 
which to transport his guests' luggage from 
the station to his house in Rye. Miss Sey- 
mour's approach, however, also costs James 

e integrity. Her method of reaching him 

ugh his friends reveals that he tended to 
say what he thought they wanted to hear. 

The notion of a conspiracy of writers, 
based in Sussex and centred on James, 
comes from H.G. Wells, but the roughly 
contemporaneous group had little in com- 
mon. The nastiest member was Ford Madox 
Ford, an unprincipled, grasping philan- 
derer. Stephen Crane said of him: “He pa- 
tronises me, he patronises Mr Conrad, he 
patronises Mr James. When he gets to 
Heaven he will patronise God Almighty. 
But God Almighty will get used to it." 

Wells managed to rub along with the 
others for longer than most, though even he 
broke in the end and published a wicked sat- 
ire called "Boon" which parodied almost all 
his literary friends. Conrad was the angriest; 
his brief and not too successful collabora- 
tion with Ford ended bitterly. 

Crane, author of "The Red Badge of 
Courage", was the only one of the "conspir- 

to retain his innocence. Miss Seymour 
vus a wonderful story of his arrival in outer 
Surrey with Cora Taylor. Cora was the erst- 
while Madam of a Jacksonville brothel called 
Hotel de Dream. In Oxted she was taken 
briskly in by a firm but kindly Fabian called 
Marjorie Pease and encouraged to make her 
own homespun hempen clothes and drink 
mead from a bullock's horn. 

By eschewing chronology and relying on 
anecdote, Miss Seymour creates a remark- 
ably vivid picture of these writers. James 
stands head and shoulders above them all. 
He was not as pompous as he is painted. 
Edith Wharton wrote of the "quality of 
fun—often of sheer abstract fooling that 
was the delicious surprise of his talk". Per- 
haps most surprising of all in this backbiting 
company is his advice to his beloved nephew 
Billy: "The three most important things in 
life are to be kind, and then to be kind, and 
then to be kind." 


Se ——Bn—  Á—Óá——  P—póá———— ni 
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Shakespeare's histories 


(3ore for our time 


HE English history plays of William 

Shakespeare tend to suffer long spells of 
neglect. As theatrical delights go, nine dis- 
torted and bloodthirsty Elizabethan ac- 
counts of the Middle Ages rank low on the 
scale. But each new generation of actors and 
directors rediscovers the energy in these 
sprawling plays, cuts them down to size and 
reinterprets them in the current political cli- 
mate. Such a revival is happening now. 

[n the present century the histories have 
been taken both as inspiration (during and 
after the second world war), and as a warn- 
ing. Recent revivals have emphasised not 
the gallant struggles of the English against 
barbarous forces, but the dark side of these 
plays. The most influential interpreter has 
been a Polish intellectual, Jan Kott, who 
used his lengthy imprisonment under the 
Nazi occupation to meditate on the history 
plays. He found them to be both a grim 
prophecy of the events of the war, and a 
demonstration that history was a relentless 
destrover of human potential. This message 
above all, encapsulated in Kott's "Shake- 
speare Our Contemporary’, influenced Pe- 
ter Hall’s Wars of the Roses cycle at Strat- 
ford in 1963. 

The full cycle of plays has now been re- 
vived for the first time since then in two dif- 
ferent productions, one by the Royal Shake- 
speare Company (RSC) and the other by 
Britain’s most energetic theatre group, the 
English Shakespeare Company (Esc). The 
RSC finds no positive political message in 
these plays. Revolutions, executions and 
barbaric tortures take rationality and integ- 
rity away from government. Coincidental 
parallels can be drawn with the present—as 
when a duchess consults a medium for guid- 
ance about the duke's political life—but this 





Crouchback revisited 
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is still the Kott view, a broad bleak message 
with no specific contemporary lessons. 

The ESC, which is staging a 22-hour 
marathon of seven plays, takes a bolder 
tack. The director, Michael Bogdanov, 
makes his political points topically and 
bluntly. He uses the Henry IV and Henry VI 
plays to present Britain as a divided society, 
in which the Welsh and the northerners are 
in revolt against rule from Westminster. 
There is social division too between a vio- 
lent tavern culture (Hal, the rebellious 
Prince of Wales, has punk rockers and skin- 
heads for his young companions) and a reac- 
tionary establishment determined to sur- 
vive, no matter what the cost in dishonesty 
and slaughter. This, Mr Bogdanov thinks, is 
the first full-scale interpretation of the his- 
tories to question the validity of the social 
order. Previously, directors have assumed 
that Shakespeare subscribed to the Elizabe- 
than view of a justly hierarchical society. 

Henry IV's dving advice to his heir is to 
deflect attention from domestic problems by 
declaring war abroad: "Be it thy course to 
busy giddy minds/ with foreign quarrels’. 
The young Henry V takes this advice and 
leads Britain to victory at Agincourt, tradi- 
tionally a glorious achievement and one that 
was used (in Laurence Olivier's film version) 
to inspire the troops before the Normandy 
landings. The Esc's production draws a less 
flattering parallel: the jingoism of the Falk- 
lands war, with a touch of Heysel stadium. 

Civil war was the great nightmare of 
Shakespeare's England. The twentieth cen- 
tury, on the other hand, has liked to see a 
deep hatred of all war running through 
Shakespeare's works. Mr Bogdanov cites 
Hamlet's lines on the absurdity of battle: 

The imminent death of twenty thousand men, 
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That, for a fantasy and trick of fame, 
Go to their graves like beds . . . 

His production of "Richard III" presents the 
hunchback king as a star-wars tyrant and 
media baron, coordinating his battles from a 
computer console. 

The man who walked out of the Esc's 
Australian tour shouting "They're prosti- 
tuting Shakespeare!" had missed the point. 
The history plays have always been an invi- 
tation to dissect the political present. And 
they can still be strong stuff. That is why, in 
Chicago, the audience went wild; and why 
the audience in York, stirred by the Esc's 
depiction of the North-South divide, re- 
sponded by throwing the old Yorkist sym- 
bol, white roses, on to the stage. 


—— hi SAM i 





Films and jazz 


Black notes 


AZZ may be a minority musical interest, 

but over the years it has spawned a dis- 

tinct cinematic genre. One of last year’s 
unexpected hits was Bertrand Tavernier's 
"Round Midnight"; this autumn the same 
success is greeting "Bird", Clint Eastwood's 
homage to the alto saxophonist Charlie 
"Bird" Parker, which has just gone on gen- 
eral release in New York and is about to do 
so in Britain. 

Both films are attempts at a more au- 
thentic and respectful portrayal of jazz than 
Hollywood has generally provided. Biopics 
such as "The Benny Goodman Story" have 
treated their subjects’ lives as highly col- 
oured versions of the American dream, in 
which poor boys with an idea for building a 
better musical mousetrap were rewarded 
with concerts at Carnegie Hall and jitter- 
bugging crowds. Along the way, such films 
do considerable violence to biographical 
fact. Musicians whose names the public 
vaguely recognise are put into situations 
that would be historically impossible: “The 
Gene Krupa Story”, for example, shows the 
cornetist Bix Beiderbecke at a party which 
could only have occurred five years after his 
death. Yet devotees will gladly suffer such 


. distortions for the sake of glimpses of the 






- 
^ 
-i 


. real thing: sitting through the tedious “Fab- 


ulous Dorseys", for example, for a three- 


. minute jam session by a group including the 
— brilliant Art Tatum on piano. 


Biopics are not Hollywood's only treat- 
ment of jazz. A sub-genre, fictionalised and 


. proud of it, takes the jazzman as a symbol of 
- the youthful visionary, doomed to an early 
death by commercial pressures and public 


indifference. The best-known model for 
such a tale is that same Bix Beiderbecke, a 


soloist of genius who died of alcoholism in 





1931 at the age of 28. As a biographer has 
said, he is the Keats and Rupert Brooke of 
jazz, and films such as "Young Man with a 
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Horn" (based on the 1935 novel by Dorothy 


Baker) have capitalised on the poetic strains 
in Beiderbecke's career. 

"Round Midnight" and "Bird" offer 
more thoughtful variations on this darker 
side of jazz life. The former is a fictional 
amalgam of incidents in the lives of a pia- 
nist, Bud Powell, and a tenor saxophonist, 
Lester Young, to both of whom the film is 
dedicated. "Bird", however, is a true version 
of Parker's tormented career, and a rarity 
simply because it is a biopic of a black musi- 
cian, not a white one. The film presents an 
enormously complex, driven musician who 
is acknowledged by peers and critics alike as 
one of the revolutionary voices in jazz, yet 
who is incapable of managing his life. It is 
less concerned with establishing causes than 
with showing the hellish contrast between 
the sweep of Parker's inventiveness and the 
slow strangulation of drug addiction. 


Forest Whitaker's performance as 


Parker won him the best-actor award at 
Cannes. As played by him, Bird is articulate, 
callous, self-destructive—and finally as help- 
less before the phenomenon of Charlie 
Parker as everyone else. Parker's music, too, 





Bird’s long path down 


is almost a character in its own right. Tech- 
nological wizardry allows the soundtrack to 
incorporate his actual solos from the 1940s 
and 1950s, re-recorded with top-flight con- 
temporary musicians accompanying. "Bird" 
has its flaws; but it is an encouraging step 
forward for Hollywood's image of jazz, giv- 
ing equal weight to the strength and confi- 
dence of the music and the vulnerability of 
its makers. 





Correction | 


In our review of Richard Goodwin's book "Remem- 
bering America" (October 29th), the name of Gra- 
ham Wallas, author of “The Great Society", was er- 
roneously changed to "Wallace". Our apologies. 
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A storm in Austria 


Heroes and Jews 


VIENNA 


O PLAYWRIGHT in Austria is more 

controversial than Thomas Bernhard. 
For years Mr Bernhard has been chipping 
away at the Viennese psyche, trying to con: 
tinue through the theatre what Freuc 
started on the couch. Now the Burgtheater, 
under the direction of an equally controver- 
sial West German, Klaus Peymann, has de- 
cided to stage Mr Bernhard's latest play, 
“Heldenplatz”. Result: pandemonium. 

The name itself, which means ‘Heroes’ 
Square”, is explosive. Heldenplatz, a stone's 
throw from the Burgtheater, is the site of 
Hitler's triumphant mass rally of March 13 
1938, which marked the end of Austria’s in- 
dependence. In that square, tens of thou- 
sands of Austrians ushered in the des 
tion of the country’s Jews. On the stag, . 
old Jewish professor returns to Vienna after 
50 years of forced exile. He is disgusted at 
what he sees. “Conditions today are just like 
they were in '38", he says. “But there are 
more Nazis now.” 

Such remarks, exaggerated as they may 
be, have enraged members of Vienna's 
snobbish cultural establishment. They re- 
gard their theatre as sacrosanct. And be- 
cause they are still unable to deal with the 
past—as the whole affair surrounding Dr 
Kurt Waldheim, the president, showed— 
the anti-Bernhard lobby has demanded that 
the play should be boycotted and even 
banned. Mr Alois Mock, the foreign minis- 
ter and vice-chancellor, says it is a tall order 
“to expect the Austrian taxpayer to finance 
a play which throws dirt in his face.” On the 
opening night, November 4th, in freezing 
cold, the far right distributed leaflets full of 
sentiments regularly found in the mass-—^- 
ket tabloid, Kronenzeitung: "Freedon 
art: for our playwrights, for our actors ana 
for our Burgtheater.” In other words, no 
foreigners, be they West Germans or Jews. 

As it happened, Messrs Peymann and 
Bernhard and Vienna’s small coterie of lib- 
eral intellectuals have won the first round. 
The play has gone on. The audience, many 
of them young, seem to appreciate the play- 
wright's attempt to deal with the past and to 
mock and question the values of their own 
society. As for Mr Bernhard himself, he 
must be breathing a sigh of relief. In 1973 
his play "Die Beruehmten" (The Famous) 
was withdrawn from the Salzburg festival; 
more than a decade later his novel 
"Holzfállen" (Woodcutting) was recalled 
from bookshops for allegedly insulting the 
cultural establishment. This time round, Mr 
Bernhard has chosen to insult the Austrians 
as a whole. And this time, so far, they have 
been obliged to hear him. i 
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Alden Lank and the MBA class 





The decision that seems right for the company actually 
may be wrong, At IMI-Geneva we will show you why. 


As a manager in today's business world, you will have of our intensive, nine month MBA programmce. 
to weigh the significant decisions you are making against IMI-Geneva, one of the world's leading international 
their social consequences. Even xerfectly legal actions must management schools, and the longest-established in 
occasionally be rejected on the e of business ethics. Europe, is dedicated to the future needs of international 

Graduates of IMI-Geneva learn how to gauge the impact managers. In addition to our international post experi- 
of business decisions upon society. What criteria should ence MBA programme, we offer a series of highly regard. 
be used to determine the “best” decision, both in terms ed executive programmes and seminars. Supported b 
of the corporation's viability and legitimacy? How will it some 70 leading multinational Business Associate firms, 
look to the stakeholders? Who will be harmed, who will we are now leading the thinking and implementation of 
benefit and how do vou design the process for making the new approaches to management education 


inevitable trade-off decisions? These are fundamental 

questions to be answered by to-day's managers. 
A thorough knowledge of business 

ethics is absolutely essential in a complex, 

multi-cultural world. And at IMI-Geneva, 

that study represents a key part 


IMI.Geneva. 4, chemin de Conches, 
CH-1231 Conches-Geneva, Switzerland. 
Tel. (Int'l: 4122) 47 1133. 
Telex : 427 452 imich. 
Telefax: (Int'l: 4122) 464 459. 





[nternational Management Institute, Geneva 


IMI. The truly international MBA. 
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UNIVERSITY OF SYDNEY 
... AUSTRALIA 


LECTURER/LECTURER 


^. (Ref. no 43/01) 


- The appointee will have a strong research record or potential and will be expected 





.. to teach courses at all levels of the undergraduate: and graduate programs, to 
o Supervise research students, and to actively pursue his or her own research 

interests. The department provides courses lea ing to pass, honours, masters and 
PhD degrees in -Econometrics and Operations Research within the Faculty of 
Economic, Areas of interest include theoretical econometrics, applied economet- 
ries, time series analysis, operations research and. mathematical economics as 
|, attached. Applicants should have relevant teaching and research experience. 
|, Further information from Dr Robert Bartels (+612 692 3069). 


. Misanticipated that the successful applicant will take up the appointment às soon 
.; 4$ possible. Limited Sosy work Hay be undertaken with the approval of the 
- University. Appointments to ectureshipsisenior lectureships have the potential to 
. lead to tenure and such appointments are usu ally probationary for three years. 
“Salary: Senior Lecturer A$39,745-A$46,179 per annum: Lecturer A$29,842- 
, A$38,932 per annum. ! 
Applications, Sd reference number 43/01 and including curriculum vitae, list 
-Of publications and the names and addresses and FAX nos. of three referees, to the 
Registrar, Staff Office, University of Sydney, NSW 2006, Australia {or FAX +612 692 
= 4316). Applications close 2 December 1988. | 


The University reserves the right riot to proceed with any appointment for financial 


or other reasons. ——— 
Equal employment opportun 
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Post Office Counters Ltd is improving its services to 


offices, automating its operations and building new 
business in retailing and financial markets. Itis an 
| exciting time to join us. 


Supported by four senior managers and some 30 staff, 
and reporting to the Director of Quality and Planning, 
. the Head of Business Planning will work closely with 
| the Managing Director and other Directors. 
Responsibilities include: 


developing an annual Business Plan; 
promoting the action planning philosophy; 


monitoring achievement of the action plans devised 
_ by our 32 District Offices and functional Directorates: 


v vYY 


business initiatives, including analysing our service 
to customers; mE 

managing Management Services project teams 
engaged in efficiency studies across the Business. 


v 


S | 


The UK 








argest retail network 


106 


. à variety of fields related to health-care 


and plans. He/she will also be attached’ 








around £32,000 plus bonus and car 


customers and clients, restructuring its network of post 


directing the OR and Statistics function in specific | 


The Post Office is an equal opportunities 












University of Sheffield - 
Department of Community Medicine, 
Medical Care Research Unit 


LECTURERSHIP IN 
HEALTH ECONOMICS 


to the University's Division of Manage 
ment and Economic Studies, and ther 
and in the Medical School will hav 
opportunities to teach at undergrad 
ate and postgraduate levels. 
initial salary within the Grade A scal 
for Non-Clinical Lecturers (£9,26C 
£14,500 per annum) according to age 
. qualifications and experience. 
Prospective applicants are invited t 
contact the Honorary Unit Directo 
Professor Brian Williams — (074 
766222, ext 2842), and to visit the Uni 
Further particulars from the Personne 
Department (Academic Staffing), Th 
University, Sheffield 510 2TN, to whic! 
applications, including a full curriculur 
vitae and the names and addresses c 
three referees, should be sent by 31 
. November 1988. Please quote refer 
ence MAPOS2/E. 


An Equal Opportunity Empoyer 


Applications are invited for the post of 
lecturer in health economics in the 
Medical Care Research Unit (MCRU), 
available for the period 1 January 
1989-31 March 1993, after which the 
post will be reviewed. The MCRU is a 
multidisciplinary body whose six-year 
rolling programme is funded jointly by 
DHSS and Trent Regional Health Au- 
thority. The Unit undertakes research in 


policy and practice. The lecturer will 
participate in this programme and will 
advise the Regional Health Authority 
on the economic aspects of its policies ] 








The successful candidate will be of the highest intellectual 
calibre, with the ability to communicate effectively with 
management at the highest level. Applicants should 
ideally be in their mid-thirties, with education beyond 
first degree level and experience of planning at a 
senior level within both the public and private sectors. 


Starting salary will be in the region of £32,000, — 
including a London Weighting Allowance. We offer the 
opportunity to earn an annual performance-linked 
bonus, and a company car and private medical care 
are provided. | 


For more information about the post and an 
application form please telephone Martin Gibson on 
01-245 7732 or send a full CV to him at Post Office 
Headquarters, Room 536, 33 Grosvenor Place, 
London SW1X 1PX. 


Please quote reference CPIR3.2/B. 






employer. - 
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RESIDENT | 


| World's. leading international educational exchange 

organisatio eks accomplished interculturalist chief 

executive to direct its global operations. English spo- 

ken. New York City headquarters. Proven leadership 

. skills in complex multilocational setting preferred. 

| Superb strategist, motivator, organiser required. Appli- 

cations requested by 30 November 1988. Write in 

|] confidence to Managing Director, Russell Reynolds 

¿fo Associates, Do 3. kandma Square, Stamford, CT 
i 06901, USA. Es 











UNIVERSITY OF HONG KONG 
LECTURER IN ECONOMICS 


Applications are invited for a Lectureship in Economics. Applicants should have appropriate 
‘qualifications including relevant experience in teaching and research. Preference will be given to 
applicants with a special interest in the fields of Macro and Monetary Economics. 
Annual salary (superannuable) is on an 11-point scale: HKS200,340-334,860 (approximately 
'$14,730-24,620 sterling equivalent as at 20 October 1988). Starting salary will depend on 
qualifications and experience. At current rates, salaries tax will not exceed 154% of gross income. 
Children's education allowances, ieave and medical benefits are provided; housing or tenancy 
allowances are also provided in most cases at a charge of 77% of Salary. 
Further particulars and application forms may be obtained from the Appointments Officer, 
. Association of Commonwealth Universities, 36 Gordon Square. London WCTH OPF, UK, or from 
the Appointments Unit, Registry. University of Hong Kong, Hong Kong. Applicants are 
* additionally requested to provide, in respect of their major research area: à short descriptive title; 
- and a brief summary of the work they have undertaken and the direction in which their work is 
proceeding. 
Closes 6 January 1989. 






















The Economics Department of the European 
University Institute (Florence) invites applications for: 


CHAIRS AND SENIOR LECTURERSHIPS 


INECONOMICS 





Appointments (under four-year contracts renewable 
once ) will be either at the A3/A4 level (Professor) or 
at the AS/A6 level (Senior Lecturer). Candidates 
should already hold comparable positions in a universi- 
ty or research institute. 


The Department has reaching needs mainly, but not 
exclusively, in: © Labour Economics; © Interna- 
tional Economics. 

Applications should include a full c.v., a list of publica- 
tions, a detailed statement on research plans, and 
names and addresses of two referees. They should be 
addressed to: 


Mr. D. Delaunay, European University Institute, 
C.P. N? 2330, 1-50100 Firenze Ferrovia (Italy). 
Phone: (55) 5092321, Telex: 571528, 

Fax: (55) 599887. 

Deadline for sending of applications: 

15 January 1989. 










1m 1] EUROPEAN UNIVERSITY INSTITUTE 
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Pembroke College, Oxford 
FIXED-TERM FELLOWSHIP 

N ECONOMICS 

The College invites applications from 
men and women for a Fixed-Term 
Fellowship in Economics to run from 1 
January 1989 (or as soon as possible 
thereafter) until 31 December 1990. 
The Fellow will undertake research, 
provide tutorial teaching to undergrad- 
uates for up to 12 hours a week in 





International consultancy - 
Overseas travel from London base - 


Commodities Research Unit Ltd, the leading business consultancy 
specialising in the minerals and metals industries works for 
governments and leading companies worldwide. The organization is 
part of a group of consultancy companies based in London and North 


America. 


As part of our continuing growth, we are looking for several 
graduates to join our specialist teams to assist in the creation of 
forecasts, market reports and consultancy projects requiring strict 
deadlines. Overseas travel is an attractive feature and an integral part 


of the work, 


Metals/Engineering Industry Analyst 


£17500 upwards 


You should be a graduate in economics, business studies or 
engineering with at least 5 years’ work experience. At least 2 years 
should have been with a large company in the metals engineering field. 


Coal Industry: £17500 upwards 


You should have a technical or geological degree and at least five 
years’ operating experience in the coal industry. 


Research Assistants: c.£10,500 
You will be a recently-qualified economics graduate interested in. 
industrial economics and quantitative methods. 


All positions require a good first degree and you may have an 
additional degree, you will certainly have an enquiring mind, an. 
interest in economic analysis and the ability to collate and interpret 
data in a clear and lucid manner both in writing and orally. ——— : 
of an additional language would be an advantage. | 

Salaries are geared to experience and qualifications and the 
company offers several career 
development possibilities. 

Please send full cv to the Managing 
Director, Commodities Research Unit 
Ltd, 31 Mount Pleasant, 
London WCIX OAD. 

Tel: 01-278 0414. 
































general economic theory and € 
economics and assist in the or 
tion of economics teaching in 
College. : 


Applications, with curriculum vitae d 
names, addresses and telephone ! 
bers of three referees, should reach 
Senior Tutor, Pembroke College 
ford OX1 1DW (from whom fi ti 
particulars are available} by 28 Nove 
ber 1988. i 














Vacancy 
DEPARTMENT OF ECONOMICS 


The Department of Economics seeks to 
fill a tenure-track position, This will 
likely be filled at the Assistant Profes- 
sor level but individuals with a variety of 
experience and qualifications are en- 
couraged to apply. Rank and salary will 
be commensurate with qualifications 
and experience. This position is subject 
to budgetary approval. z | 


CPS is an established information service 
which aims to increase the utilisation and f 
earnings of individual consultants in Third F 
World Development, and to aid employing 
organisations worldwide to locate available 
personnel with specific skills and experi- 
ence. Dueto our rapid expansion we seek to 
register additional consultants. We also 
welcome enquiries from companies and 
agencies for purchase of our continuously- 
updated PC-based Consultant Database. 

Contact CPS, 110 inderwick Road, London 
NB 9JY. Telex 265871 "attn CQ0268". Tel 
Vr Pa 3187 (24 hours). Fax (44)-1- 


| New Zealand 
The Council of the University invites applications for the following position: 







"UNIVERSITY OF CANTERBURY 











The salary for a Professor is within the range NZ$76,000 to N2$95,000 per annum. 
. The commencing or subsequent salary may be increased as a resuit of the review of 
.. Salaries which the University makes at the beginning of each year. 

; Further particulars and conditions of appointment may be obtained from the 
» Association of Commonwealth Universities, 36 Gordon Square, London WC1H OPF, 
~ Applications close with the Registrar, University of Canterbury, Private Bag, 







Most fields of specialisation will be 
considered; fields of special interest 





E Christchurch, New Zealand, on.37 January 1989. 



















The Food and Agriculture Organization of the United Nations 
(F.A.0.), for its Rome Headquarters, Italy, seeks candidates 
for the post of 


CONTRACTS OFFICER 


. Responsibilities: In accordance with the rules and practices of the 
Organization regarding the award of contracts to external firms, 


the list of firms to be invited to tender: drafts and finalizes invitations 
. to tender, contracts, contract amendments and related documents; 
_ Participates in negotiations regarding contracts and in the settlement of 


data processing system involved in the award of contracts. 

-° Essential Qualifications: University degree in law and/or a 

- professional qualification in law with possible specialization in 
commercial law. Seven years’ professional experience in a responsible 
position involving legal work or business or public administration and 
. experience in contract administration, preferably in connection with - 
international public bodies. Fluency in two of the following languages: 
English, French, Spanish. —— | 

* Benefits: tax-free salary, relocation, cost of living adjustment, 
education grant and other benefits of international civil service. Two 
Full curriculum vitae with indication of current salary to: 

- Central Recruitment FAO - Via delle Terme di Caracalla, 











recommends type of contract and tender procedure to be used; prepares. 


| any ensuing disputes; uses and supervises the use of the computerized | 


Which their work is proceeding. - 





00100 Rome, Italy not later than 28 December 1988, quoting VA 500-AFS.- 


are macroeconomic theory, finance 
and industrial organisation, The suc- 
cessful candidate will participate in the 
research activities of the Department 
and teach at the graduate and under- 
graduate levels. 


Applications will be accepted until 
December 1988 and should be ser 

Dr L. N. Christofides, Chair, Depart- 
ment of Economics, University of 
Guelph, Guelph, Ontario, Canada N1G 
2WI. 


in accordance with Canadian Immigra- 
tion requirements, priority will be given 
to Canadian citizens and permanent 
residents. 


The University is committed to Employ- 
ment Equity. 





University of Hong Kong 
LECTURER IN 
MANAGEMENT STUDIES 


Applications are invited for a Lecture- 
Ship in Management Studies in the field 
of Comparative Marketing and Interna- 
tional Marketing. Applicants should 
possess appropriate higher degrees 
and/or professional qualifications. Pref- 
erence. will be given to applicants with 
teaching and/or ^ professi 


experience. ; 


Annual salary (superannuable) is on an 
11-point scale: HK$200,340-334,860 
(approximately £14,620-24,440; ster- 
ling equivalent as at 27 October 1988). 
Starting salary will depend on qualifica- 
tions and experience. At current rates, 


salaries tax will not exceed 15196 of 
. gross income. Children's education al- 


lowances, leave, and medical benefits 
are provided; housing or tenancy allow- 
ances are also provided in most cases 
at a charge of 7196 of salary. 

Further particulars and application 
forms may be obtained from the Ap- 
pointments Officer, Association of 
Commonwealth Universities, 36 Gor- 


.. don Square, London WC1H OPF, or 
;from the Appointments Unit, Registry, 
» University of Hong Kong, Hong Kong. 
. Applicants are additionally requested = 
1o provide, in respect of their major 


research area: a short descriptive title; 
and a brief summary of the work they 
have undertaken and the direction in 













































DEPARTMENT OF CIVIL AND STRUCTURAL ENGINEERING 
. UNIVERSITY OF MANCHESTER 
INSTITUTE FOR DEVELOPMENT POLICY AND MANAGEMENT 


MSc 
MANAGEMENT AND IMPLEMENTATION 
OF DEVELOPMENT PROJECTS 
. One year course commencing October (annually) 


p "This. course df siudy provides à sound interdisciplinary education in the process of administering and managing 
~ Xapita) investment panetta w developing countries. The programme hag been designed for admumstrators, engineers 


and üfher professionals concerned with the implementation and operation of such projects. 





|" Core areas:  _ 
|. Human and Organisational Management 
Co. fMativitfhin, ieadership and management; organisational design. Hranie and manpower. 


Decision Process and Techniques — | | 
Theories of decision making: their relevance to project appraisal and management, nak and uncertainty. 









Design for Man 
An ingem 
. prose. 5 € 
miming. estimating ani planning. contract strategies, projec TOMA. 


search Methodolo 


P i g 
Simulation: statistical uc Vae Sues in research in fhe physical anó social Sciences. 


Specialisations available 
irrigation 

Water Supply and Sanitation 
infrastructure Development 
.Environmental Impact Assessment 


apii forms and further getads are available from the Postgraduate Admissions Tutor, Masters Programme in 
anagement and Implementation of Develapment Projects, Department of Cau and Structural Engineering. UMIST.. 
PO Box 88, Manchester MOO 100. UK. 


UMIST and IDPM 
UMIST and (OPM are part of the largest educabonal precinct in Western Europe, locates in the heart of a üvely 
Commercial ety, Teaching resources include a network of large memory mers computers and a range of COTY and 
other audio visual equipment 






Brush up 
your foreign 4 
language skills, 


"We offer audio cassette courses: ND 
for beginners, intermediate and 208 m 
advanced study, &5 it's easy to My "TN 
" rhéirtam or anprove AF : t 
d. -loreign encase skis. At l 
Gur range of over 130 SSSAAA 
aurses (many developed tor the USA State 
kept j in more than 40 tanguages include. 
"Arabic Bulgarian Chinese Dutch 
- <E french Hungarian italian Hausa 
4 German Portuguese Spanish Thai 
= Korean Vietnamese Turkish Urdu 
and many, many, more. 


do Weaiso offer many other heiptut matenals, So 
why niot write or telephone for your FREE 






























i 
LEARN TO SPEAK FRENCH BY 
TOTAL NATURAL IMMERSION 
with French participants for 7 
intensive days in the DORDOGNE 
Cháteau LA VALOUZE 
J. L. Lefevre CIEL.BP.180 
24490 LA ROCHE CHALAIS, France 
Tel: 53 91 44 28 


 RENUUEÜLPRDUSDETENISENTNENARIARARETIERUN ICEUVNUBR A MCRIRDBUNDDMEDGRENE SUDERUTINRTQUNIMORAGSR. 
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TNE LANGUAGE SOURCE Church Street, 
mia qure A dei ARIAL PAIN iain 


p Vui fus London W8 ati. 
ite Audho-Forum. 96 eoad Si. Stord 
CTOBOT USA) (203453 SORA {Tet 01-837 1647} | 






























NUFFIELD COLLEGE, OXFORD OX1 1NF 
Postgraduate Studentships 
in the Social Sciences 


Open to men or women graduates for research or postgraduate study in 
economics, statistics, politics, sociology (ncluding some aspects of social 
psychology), recent economic, socia! or political history, industríal relations, 
and social administration, international relations, or 


London Business School, Sussex Place, Regent's Park, London NWI ASA, U 


~~ © SENIOR RESEARCH OFFICER 


Telecommunications Seni ? 
Management Programme 


This international programme will provide an understanding ofthe — 
management topics of most relevance to senior people in this rapidly. 
changing industry: 


e Equipment manufacturers and retailers 
e Network operators — ^ — 
e Service providers - 

Topics examined will include: . 


e The strategic implications of the major forces for change; 
regulations and technology s 
e Marketing new products and services 
e Managing strategic alliances — .— 
e Competition between network operators 
e Establishing a global strategy 
Participants will work intensively on case studies and in lectures/ 
discussions with senior LBS faculty and distinguished industry 
professionals. | 
19-24 February 1989. Fees £1,950 (fully residential) — 
Further details, detailed timetable, application forms from 
Kim McCarthy, Registrar, Telecommunications SMP, 


Telephone 01-262 5050 Telex 27461 (LBS KOX Gj) Fax 01724 7875. 


Please send me details on the Telecommunications SMP 








m - ECON 28410788 
Address 











BUSINESS SCHOO 
















FOOD STUDIES GROUP 
QUEEN ELIZABETH HOUSE 
UNIVERSITY OF OXFORD 






FSG has a major interest in the response of low income. 
households in the Third World to changes in their economic 
environment and to public policy interventions—in particular, 
their demand for food. We are looking for an economist with- 
interest and experience in this type of analysis. The work wil 
be varied, involving the provision of policy advice to govern: 
ment agencies, training in analytical techniques and support 
to research in collaborating Third World institutions. 


The successful applicant will have sound academic qualifica- 
tions (preferably at the doctoral level), proven researct 
ability, working experience in developing countries anc 
strong quantitative skills. He or she will contribute to existinc 
projects and develop new areas of work. The wor 
provide considerable opportunity for direct involveme 
the analysis of food policy issues in the Third World. T 
ability to work in French, Portuguese or Spanish, as well a 
English, would be an asset. Ze o. | 
FSG is a self-funded unit with a University base specialising in. 
food and agricultural policy analysis. — | 


We are offering an initial three year contract (subject to a 
probationary period) with the possibility of renewal. The post. 
is graded on Scale Il of the University academic related scales: 
(£14,500 to £19,310 pa). Apply in writing, giving two refer- 
ences, to: The Group Director, Food Studies Group, Queen: 
Elizabeth House, 21 St Giles, Oxford OX1 3LA. Applica 

dose on 25 November 1988. — $1 LAE 
































































“UNIVERSITY COLLEGE LONDON 







(Gower Street, WC1E 6BT). The Sec- 

ond Daryll Forde Lecture by Dr Robert - 
McC Adams, ‘Contexts of Technologi- .. 
cal Advance’, Wednesday 30 Noveme 


HOME STUDY COURSE in economics. 
A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
free— small charge for materials. Write 
Henry George Institute, 121 E 30th 





































ber at 5. 30pm, Gustave Tuck Theatre, 


Street, New York, NY 10016, USA. 
Admission free. Without ticket. — 





College Credit for Work Experience 
Business  * Engineering * Education 


| Earn a bachelor, master, doctoral degree. Guided 
a Bn 7 rarius pendent Study. One-on-one faculty advisors. 
l “41 10) y No classes * seminars + residency. Call 
q NER en for no-cost Evaluation * Catalog | 
pniver >i (213) 645-3636 | 
5777 W. Century bvd., Sute 605, Dept 34, Los Angeles, CA 90045 | 


sitos rione, as, ME A Rl i ta RÉP ciun 004 ARRA 





Are you keeping up with rapid globalization, 
new regulations and tougher competition in the 
banking sector? 

Banking executives need detailed under- 
standing of the latest developments as well as a 
more global appreciation of the industry. 
INSEAD'Ss 30 years’ expertise in international 
managernent education will help you cope in the ever 
more complex world of Oils 

e INSEAD acts as an international 
-forum for the exchange of ideas. 
l Discussing key issues with high-level 
executives from all over the world 
will give you the international 
dimension. 









sec RGO SAU. Telex: 849026 HENLEY G. 
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THE BANKING. 
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| Gi UNIVERSITY DEGREE | 
| NOE | For Life, Academic & Work Experience | 
[ Degrees for people who want to be more effective and | 
secure in their Jobs or Professions. 
| Eam a BACHELOR'S MASTER'S or DOCTORATE Degree by | 
| utilizing your We and work experience, College equivalent credits are | 
given ior your job, military, Company training, industrial courses 
| nae | 
| ort Our graduates are recognized for their achievements in business and | 
As you know mudustry. We will assist you in completing your degree requirements 
| experience is still the without formal classes or seminars at your own pace and time. | 
| ‘eat Deneees Send detailed résumé on work ile and academic experience for a no | 
open doors. evaluation. 
| PACIFIC WESTERN UNIVERSITY | 
600 N Sepulveda Bird, Los , California 90049-—Dept 137—USA 
a Phone: 213/471-0306 Telex: 182018" cg eli hited e roc ed 





"THE MANAGEMENT COURSE Were rote forse manages 
THAT SPREADS OUT TO SUIT YOU. 


i i wW MR away from We 
office. So our New Henley Manage- 
ment Course has four individual 
residential weeks combined with self-learning 
packages to use as it suits you, spread over seven 
months to two years. For further details, 
phone Professor Keith MacMillan or 
Lynne Stone on 0491 579086 or write 
to the address below. 

And discover the most flexible way 
for busy managers to widen their 
practical knowledge. ay | 


d. HEN LEY; 


THE 
NAG EMENT COM 





Greeniands, Henley-on-Thames, Oxon 


FER 
EVOLUTION 


€ The multinational faculty is renowned for its top- 
quality teaching: most m have a US, business 
education. 








PPAR 


e INSEAD's resear ái and strong links with banking 
ensure that the programmes are fully up-to-date and 
relevant to your needs. 


INSEAD offers senior bankers: "ue one-week Risk 
Management in Banking seminar and the more 
general Corporate Banking Programme (2 weeks). 
Contact us for more details: 

Mrs M. E. Baliteau, 

INSEAD Rm E, e p 
77305 nA Cedex, Fan 
Tel: + 331 60 72 42 16 | 
Telex: 690389 F. 
Fax: + 331 6072 42 42 





















m The most renowned school for French = 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
MAKES LEARNING FRENCH - 
A WONDERFUL AND UNIQUE EXPERIENCE 


For aduits. 8.30am-5pm. 8 levels: Beginner | to Advanced H 
LODGING IN PRIVATE APTS. AND 2 MEALS INCLUDED 


Next 2, 3 or 4-week immersion course starts 21 November, 9 January 1989 and all year. 
at ot ressarch and experience in the effective teaching of French to aduits. 


INSTITUT DE FRANCAIS — EK12 
Gén-Leclerc, 06 Maeduneiniencardll T9301 uada 44. Tx. » 970.989. _— 
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* A year to change your life” 


Warwicki is rated as one of Europe's most outstanding and 
-anovative business schools. 

The Warwick one-year full-time MBA offers broad management 
training with a chance to tailor courses to fit your own goals. It has a 
record of excellence in training managers for EE positions in leading 
international businesses. | 
zalf you are ambitious, have an interesting career history and hold a 

| eod honours degree or equivalent, we would like to hear from you. 

«Financial support is available for outstanding candidates. 

OoN General management ll Financial management BB Marketing 
management W Production and operations management B 
Organisation and human resources Bi Strategic management 
@ Information management B 5 months assignment with 
industry. 

For more information and an application form contact: Amanda 
Kerry, Warwick Business School, School of Industrial and Business 
Studies, University of Warwick, Coventry CV4 7AL. 

Telephone: (0203) 523922 


WARWICK BU SINESS SC HOOL 














" " A one-year Next program 
à University executive begins 
e S; of Southern development August 1989 
od: suit 4. program 
ES California  "oMwring the 
Master of 
Graduate Business 
School of Administration 
: Degree 
Business emphasizing 
Administration —9loba! and 
Pacific Rim 







business studies 


BEARM 


 IBEAR MBA Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
|^" Phone: 213 743-2272 
Telex. 4720490 USC LSA 
^on Facsimile: 213 749-5887 











WYE COLLEGE 


COURSES FOR PROFESSIONALS - 
IN AGRICULTURAL DEVELOPMENT - 


| SHORT RESIDENTIAL i 
| COURSES 


| MONITORING AND D EVALUATION J 
| OF RURAL DEVELOPMENT FOR | 
| THE 1990s 


| A professional update T covering M&E duit vi 
and concepts; national planning, sector policy & data 
analysis; project impact and computer applications. 
Dates: January 10 to March 15, 1989. 















ECONOMETRIC ANALYS |: 
A one week course using state of the art statistical and L| 
| time series packages. I 


Dates: June 5-June 9, 1989. 








| A hands-on course se covering the major computer appli- UE 


cations in agriculture, including | wordprocessing; 
| spreadsheets; database; project management; surveys; 
quantitative analysis and linear programming. | 
Fach participant has dedicated access to an 1 IBM EG 
machine. | d 
Dates: This course is run twice in 1988 — 7 pane 11toSept | | 
9; Oct 10 to Dec 16. i 
































Further information from Neil Spooner, Agricultural Eco- 
nomics, Wye College, Ashford, Kent TN25 5AH. Tele- 
phone 0233 812401. Telex 96118 ANZEEC G. Fax 0233 
813320. 


DISTANCE LEARNING - 


| MSc/POSTGRADUATE DIPLOMA | 
IN AGRICULTURAL DEV LOPMENT | | 


These courses are designed for managers, planners, | 
| economists and technical specialists based overseas. | 
| The courses cover agricultural economics; policy. analy- | 

sis; project planning and monitoring and evaluation; |. 

economic and social survey methods & data analysis. 


| AFFILIATED STUDENTS 


Individual modules from the Externai Programme are | 
| available as professional update courses, with tuition by | 
| distance learning. 





Further information from eis Bernstein, External Pro- i 
gramme, Wye College. 
















—- MANHATTAN 
Condominium Apartment, 53rd Street & Sth Ave- 
. fue, 112 square metres, exclusive building, con- 
| cierge, valet. etc. $530,000. ; 


London 
South Kensington 
Luxury fully furnished 2 bed, 2 bath flats in- 
quiet cul-de-sac off Queens Gate. Newly 
converted and modemised with direct dial 
telephones, electric Hift, video security and 















The Management Program 






 W you are in the market for a tine residence or 
investment property, phone or write: 





for Executives (MPE) 
An exciting, intensive experience designed to develop 
LEADERS FOR THE 21ST CENTURY who (1) think strategi- 
cally (2) advocate needed organizational change (3) sup- 
port teamwork and employee growth and (4) are confident 
operating in a global marketplace. 
Join other top-performing managers in major world- 
wide organizations, from Australia to Zimbabwe, when we 
celebrate MPE's fortieth year of excellence in executive 
education. 7 | 
IIHIBERRRNINURIUBUAGHDIEMHDUERRREENRRUARUURQUNIENUDUNUDREDINNEUNNMRHUDONMLIRER gg ECT 
1989 Sessions: April 9-May 12 
Sept. 17-Oct. 20 


To make a reservation or obtain more information, 
please contact: 


Richard M. Headley 












































- Telephone: (412) 648-1610 or 1603 









Director - MPE . . Telex: (Int'l) 199126 
University of Pittsburgh Fax: (412) 648-1693 





301 Mervis Hall 
Pittsburgh, PA 15260 


S, University of Pittsburgh 


JOSEPH M. KATZ GRADUATE SCHOOL OF BUSINESS 























THE 1989 
| Ti T Lm ; 

| International Investor's Directory 

.. international equity traders, analysts, portfolio managers listed 

| by stock, firm, specialty, direct telephone line. Investor contacts & 
[numbers at world's top 1.000 quoted companies. Complete ADR listings. 
International stock exchanges, derivatives, databases, indices. Over 450 
[Pages in this superb desktop reference. Only $235 + $10 p/p. Details and 
Orders (in USS, prepaid outside Nth America) from : Asset International 
c, 18 Desbrosses St, New York, NY 10013, USA. Tel: 2 12-219-1550. 


` 


Ultimate sourcebook for the global in vestor | 





Directory of World Stock Exchanges 
A UNIQUE GUIDE TO TRADING AND INVESTING WORLDWIDE 
© This new reference book will provide you with everything you need to 
know about trading and investing in 84 exc hanges in 44 countries worldwide. 
Covering equities, government bonds, options, futures and foreign bonds, this 
book is à complete document on trading rules, settlement procedures, taxation 
and market performance. C]. No other single publication covers so many 


exchanges in as many countries in such detail, T] 
Economist 


(2. Published November 1988. Price: £56 UK, 
PUBLICATIONS 


Reg. Office: 25 54 Fames's Susi 
London, RW LA, HG 
Reg. in London No 1762617 












(* 150 SOM. terrace) 


Ecrire : Patrick VERIN - SOCOGEX 
90 Champs Elysées - 75008 Paris 














| relief (subject to qual i 
Finance can be offset against letting incom 
Leaseback 
available throughout Cor 


colour TV. 





Mr Howard Fitzpatrick, The Halstead Property 





























de- Dan Company, 1065 Madison Avenue, New York, 
ens Tene 10028. Telephone: 212-734-0981 or 212-734- 
Tel: 01-902 8151. Telex 893095 0010, ext 246. 
Sunsac Fax 01-900 1353; 
Short or long lets. 
Readers are 
[PARIS - CHAMPS ELYSEES recommended 


XC to make appropriate enquiries and 
| FONS SALE take appropriate advice before send- 
„i Rirecily by owner ing any money, incurring any ex- 


(1.000 SOM. OFFICE | 


le inh MASA Me ene HN er rnm à ht Ivana NAI e n P m 


pense or entering into a binding 
commitment in relation to an adver- 
tisement, The Economist Newspaper 
Limited shall not be liable to any 
person for loss or damage incurred 
or suffered as a result of his/^ ^ 
accepting or offering to accept 

invitation contained in any advertisc- 
ment published in The Economist. 


roperty in Switzerland’s 
sunbelt Lake Lugano 





Fully equiped 
Exceptional bargain 
Justified high price 









. Waterfront property in the romantic old village of Morcote - five 


miles from Lugano. Nine luxury flats and three townhouses with 
panoramic view of lake and mountains. 2-5 rooms, fully fitted kit- 
chens, modern bathrooms, large sunny terraces. Indoor parking, 
heated swimming pool amid subtropical vegetation. Private 
moorings. Price range from SFr 480,000 to SFr 940,000. Attrac- 
tive Swiss mortgages. Approved for sale to foreigners. 


Emerald Homo I td Via Pocobelli 25-CH-6815 Melide - Lugano 
Emerald» Home Ald Tetephone: 091-68 6523- FAX: 091-68 13 44 





FOR SALE 


60 apartment hotel in Barbados, West Indies. On beach. 
Prime location. Room for expansion. Broker participa- 
tion invited. 














Contact 
A. W. Astaphan, 
PO Box 75, 
Roseau, | E 
Commonwealth of Dominica 










Fax: 809-44-83124. 
Telex: 8622 ASTA DO 
Telephone: 809-44-83221 










EF 
ON HOLIDAY INVESTMENT HOMES IN CORNWALL 







| We build and sell Holiday Homes in Cornwa 






er full Management and 
ices. Full Capital Gains Tax re 
cations) 


Letting 





Super sites 
wall with Indoc 


also available. 















bjec 
production of 
ice papers OF eS- | 
(her legitimate |. 





| n are a | 

-sonnel Office, Trent Polytechnic, 
Burton Street, Nottingham NG1 
.4BU. Telephone: Nottingham 
418248, ext 2148. Closing date 
-November 25, 1988. Please quote 


| postno. HOTII. — 


BUSINESS & 


OPPORTUNITY for participation in 
small, expanding contract writing and 
ipublishing company in Greater Man- 
tchester. Suitable for early retired exec- 
itive with a track record in technical 
writing or editing and management. 
Some capital required and a director- 
iship on offer to a suitable person. Write 
lin confidence to Box 3623, The Econo- 
wrist Newspaper Ltd, 25 St James's 
‘Street, London SW1A 1HG. 





KEXPFRIENCED BUSINESS EXECU- 
‘Tr (OMA, FCCA, FCIS, seeks long’. 
ist ^ term overseas assignments. 
avoridwide. Troubleshooting a special- 
sty. Total discretion and confidentiality 
assured. Reply Box No 3624, The 
Economist, 25 St James's Street, Lon- 

























..New York, NY 10020 





Fa 4 









fof The World Maritime University (WMU), located in Malmó, is part of the International Maritime Organisation 
| (IMO), aspecialised agency of the United Nations system. The University gives postgraduate training ina number _ 

"of maritime subjects, mainly for students from developing countries. The University has a total student body of 
200 with 100 students admitted each year for two-year courses leading to a Master of Science degree. | — | 


2125415730 | 
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md 4 
WORLD MARITIME UNIVERSITY 


PERSONNEL OFFICER 





The University invites applications for a vacant post of PERSONNEL OFFICER whose main responsibilities will be. 
for the following areas under the direct supervision of the Administrator: | ue 
@ the University's personnel administration including operational responsibility for salaries and other staff 
entitiements, payroll system for staff and students, and the Provident Fund; AE "MM A 
@ development and management of recruitment, staff training and introductory programmes, and insurances 
@ development and coordination of the computerisation of the University's administrative systems including 
the word processing system. ME S x | 
Applicants should hold a university degree in Personnel Administration or in any administrative-related subject. : 
Several years of personnel administrative experience in a national and/or an international organisation is a ~ 
requirement as well as experience of computerised administrative systems such as payroll and word processing | 
systems. Applicants should be fluent in English. | 
A salary commensurate with the responsibilities of Personnel Officer wili be offered. The salary is exempt of 
Swedish income tax. An additional amount equivalent to two months' salary will be placed in a Provident Fund 
after the completion of each year of service, withdrawable with interest on separation from service at the 
University. a 
Send your CV to the Administrator, World Maritime University, Box 500, 201 24 Maimó, Sweden and indicate 
the earliest date at which you are prepared to join the University. The closing date for applications is 16 
December 1988. | | 





The chance to develop a career in 
investment management with a top quality firm 


This is an opportunity for a well qualified young Economist with atleast two | 
years experience to join the International Fixed Interest department of | 
Morgan Grenfell Asset Management, one of the Citys leading fund 
management firms. | | 

Your job will involve the study of the economies of major countries and 
the provision of research and support to the firms multicurrency Fixed 
interest Fund Managers. In addition to strong technical abilities and a keen 
interestin international economics you must possess well-developed 

interpersonal and written communications skills and an outgoing, team- 

orientated approach. 

The position offers a highly competitive salary and full banking benefits. 
It also offers the chance to develop your career into a fund management 
role at a later stage. If you would like to be considered for this appointment. 
please telephone Michael Thompson on 01-222-7733 or write to him at: 
John Sears and Associates, Executive Recruitment Consultants, 2 
Queen Anne's Gate Buildings, Dartmouth Street, London, SW1H 9BP. 


JohnSears sis 
= and Associates | 


as 
rne 
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AUTHORS invited to 
manuscripts, all types (including po- 
ems), for book publication. Reasonable 
terms. Stockwell, Dept 75, Ilfracombe, 
Devon, UK (Est 1898). 
















OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 


307. 
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Holidays 


Kenya is a Countey thal will excite your every 
sense with its beauty, danger and exotic 
culture To obtain a Copy st our brochure 

please contact us at 
SOMAK TRAVEL LIMITED 
545 High Road, Wembley, Middlesex HAG 2D). 


ils 


© 0190 6963 24 hours) | 


SIMAK. 
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«product which will interest you. 


OFFSHORE 
COMPANIES 


BRITISH VIRGIN 






— FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 
] FOR AN EXPLANATORY 
; DISCUSSION AND BROCHURE CALL 
| COLIN FOSTER 
- OVERSEAS COMPANY 
REGISTRATION AGENTS LTD, 
. BARCLAY'S BANK CHAMBERS, 
PARLIAMENT STREET, RAMSEY, 
um ISLE OF MAN 


TEL: 1 800 2834444 (TOLL FREE IF 
^ - PHONING FROM USA). 
-.TEL:0800 269900 (TOLL FREE) — | 



















RSONAL- 


submit. 


of Mt Royal, Quebec, Canada H3P 


|. |. Extra single: £19.95 + VAT 


MSAN TON aU: 


ACCREDITED AMERICAN PhD. No 
relocating. individualised Programs & 
Guidance. Free Info. Bax 680056, San 


Antonio, TX 78269. 


SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Details and free sample 
materiais from Seymours Shirts, Free- 


post, Dept 29, Bradford BD1 1BR. 





LONDON? 


Forget hotels 
oelf catering apartments, fully 
serviced, T.V., telephone, telex, 
fax, short or long renta | 


> E "P | ni 
n, Chelsea: K 


E im re 
for pusiness or ieisu 


| Kensingto 

| Perfect b 
| booking service 
tel: 01-835 1144 


for colour brochure and prices 


Telex: 918595. Fax: 01.373 9693 
| SERVICED - 
| APARTMENTS LT 
. 26/27, Collingham Gardens 
A London SW5 OHN 





B 


. 24 hour. jf 


| 


| 





. FINANCIAL ADVISORS/BROKERS. 
if you are a financial advisor or intermediary and would 


like to represent an offshore fund in a rapidly expanding ~ 
sector of the investment market, then we have a new 


: The opportunity to represent a (non-equity) fund offered by Pescabtished financial institution (assets in 
_the London International Stock Exchange), is now available. 
«Commissions are highly attractive, furthermore you will receive the full support of a company with more than 100 
Why not write today for full details. All enquiries will be treated in strict confidence. 










NATURAL GAS 
INVESTORS—USA 
(Alabama, Louisiana & Texas) 
Three large structures. Multiplays— 
excellent market. Numerous participa- 

tion deals—NO PROMOTION. 
Geolease inc, 

PO Box 1181, 
Lewisville, Texas 75067. 
















The New York Association For international 
“investment is a group of investment proles- 
sionals who specialise in non-US equities. 
Once a month, we invite the senior manage- 
ment of a stock-exchange listed Blue Chip 
company to present themselves before our 
association in NYC. To find out more about 
this association, we invite you to call Ms 
Carol Franklin (0101-212/326-6445) or Mr 
tl e (0101-212/459-7108) in New 
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PRSETER 


RENT-FREE HOLIDAYS. Fine houses 
for exchange in 25. countries. World- 
wide Home Exchange, 45 Hans Place 
London SW1X OJZ. 01-589 6055. 

MM ái —n 


BACCHUS WINE STORAGE will save 
your wine investment. Free brochures. 
Call our wine consultant, 1-800-468- 
0062 or Houston 713/682-5708. 












46 Draycott Place, London SHS 
Luxury Hamad. Hules 
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AGENTS REQUIRED WORLDWIDE 


Individuals or companies with strong international business manage- 
ment background sought by London publisher to market innovative 
publication of particular interest to international companies and execu- 
tives. Sell subscriptions and advertising Space, full-time or part-time, 
according to your own plan. Leads and continuous international 
advertising support provided. Work for your own account inan exclusive ~ 
territory and enjoy high commissions. Modest start-up costs; mainly for 


local advertising and promotion. 


Reply with curriculum vitae or company profile to the Publisher, 6 


just send your business card or a letter to: 






SOLUTIONS 


puting problems. We investi- 

gate, design and do it. 
MCSL Consultants 

(UK) 0727 60295 


DIPLOMAT HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 01-235 1544 


Telex: 926679 DIPLM TG 
Fax: 01-235 1944 





ing distance of Harrods. Provides 

unsurpassed opportunity for super 

| accommodation and full English 
breakfast at exceptional value. 


. . Single: £49.95 + VAT 
— Double/Twin: £64.95 + VAT 








in Exclusive Belgravia, within walk- | 







For unusual and difficult com- | 




















| behalf. Our liaison offices in the UK | 


Box 3625, The Economist Newspaper Ltd, 25 St James’s Street, London SW1A 1HG. 





If you worked "in-Kingdom" between 
1973 and 1987, you may be entitled to 
a refund of your GOSI contribution. In 
many instances, your employer wif 
have made the contribution on your 4 








and KSA can obtain your refund. We | 
require details of your. GOSI number f 
and dates of employment. 
Please write in the first instance to 
H&S Associates 
9-9a Regent Street 
Clifton 
Bristol BS8 4HW 
Tel; 0272238368 si 
 Fax:0272 733666 |... 



















Rectory Orchard, London SW19 5AS, England. - 


BY A MAJOR FINANCIAL 
INSTITUTION 


excess of $US7 billion, and a quoted company on 


years experience in the financial markets. 


BRITON's Index of Investment Research Analysts 
A complete guide to investment research analysts resident in the UK covering 
110 INDUSTRY SECTORS, 20 STATISTICAL REPORTING and 29 COUNTRY 
SECTORS. Original notation system is both easy to use and informative 
showing also which sectors are not covered by securities houses. Updated 
three times a year. Write for details of the 1989 series to BRITON & CAULTON, 2 
St Peter's Place, Canterbury, Kent, UK, or telephone (0227) 452955. 





ce aec. 
















EXECUTIVE 
HOTEL 
57 Pont Street 
Knightsbridge 

London SW1X OBD 

Tel: 01-581 2424 E! 

Telex: 941 3498 EX CUTG - 
Single: £49.95 + VAT © 

Double/Twin: £64.95 + VAT 






































Extra Single: £19, AF. | 
. Elegance; privacy and exceptional |. 
value in one of the . most 
: fashionabh 











‘OUT UT, DEMAND AND JOBS America’ s jobless rate fell to 5. 3% in October; in the same month 
Canada's inched up to 7.9%, while West Germany's edged down to 8.6%. All three are lower than a 
year ago. West Germany' s industrial production rose 3.696 in the year to September; its retai! sales 
grew 8.0% over the same period. Britain's retail sales increased 4.8% in the year to September. 
France's grew 3.9% in the 12 months to August. Holland's cNP slipped 0.9% during the second 
quarter of 1988, but was still 2.7% higher than in the same quarter of 1987. 




















% change at annual rate 
industrial production GNP/GDP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
lia +107 +80 m +31 +22% -59 309m . 70s» 7. c 
+10 + 26 bn na na  -24 4534» 4 &* 125 
Ce X $1. 451 m +39 +490 +25 +32 mm 79 oa B4 
1133 4 54 Ae +24 +835 @ +42 +39 ag 102 sep 40.5 
aye 0i 338 w Ul. 1348 +295 1:80: 86 oy 930. 
4192 +09 ne ~ 35 + 27 @ (— 85 +09 wi 140 se 140 — 
* 30 +69 u +36 131m +49 + 1.6 set 165 soot 143 — 
COS1OT. +91 sp —— 39 + 56 c +71 +104 m 25 9 28 — 





Value inde deflated by CPL 


——I—E— — ——— ———— ———————————— ——————————————————— 
PRICES AND WAGES West German earnings rose 3.4% in the 12 months to September; they had 
hardly changed during the previous six months. Consumer prices in West Germany rose 1.4% in 
the year to September, so real wages grew 2% during that period. Switzerland’s consumer prices 
increased 1.7% in the year to October. Swedish earnings climbed 7.7% in the year to pes As 
consumer prices increased by 5.8%, this implies a real pay rise of 1.9%. 





% change at annual rate 

consumer prices* wholesale prices” wages/earningst 
sss  Smthst tye — 3mthst 1year  3mthst 1year 
Australia +70 +71 my +39 +75% «— , £31 — -t63ww —. 
Belgium t26 — *130  — +20 02» +60 -02e — 
Canada —— + 46 — t 41 s — 7 31. o 35s + 50 tg” 
fne —  — 136 O +30 se —3 5 — $32 959 |. +33 +339 wt — 
W. Germany t+ 0400 * 130 n a *o$17 Se ck 16 Ut 84 se — 
Holland #19 +09 cet 4A * 12) o 10 *0859  — 
Haly — 453 t46  — 5 7 t48 +50 m  1*99 X62 — 
Japan —  — — 507 +06 se — 35-36 «X —0959 — — IIO AT Aw o o 
Spain — 103 * 57 se o 84  — *39 5 4601 tTO — 
Sweden +47 t 5559 ^ 2»  - t 68 +67 mo +94 HIT w' 
Switzerland + 13 + 1.7 oa + 27 + 32 Sep — 3.2 431. x*' 





"m Seer y vage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
: “earnings; UK , Monthy earnings for all employees. 


























.18 EARNINGS The world's richest workers 
- five in Switzerland and Scandinavia. Zurich's 
-workers came top in a survey of hourly 
-earnings for 12 jobs from bus drivers to 
engineers in 52 big cities: they get 16096 
“more than the average. Wage slaves in 
Geneva, Copenhagen and Stockholm also 
boast well-above-average earnings. In two 
` thirds of the cities surveyed, hourly earnings 
-are between $2 and $13. Cairo's workers are 
“the poorest—they earn just 8% of the 
 average—followed by Latin American and 
"Asian cities. Tokyo is the Asian exception; 
"hourly earnings there are 82% above the 52- 
- city average. They need to be: Tokyo's living 
costs are more than double the average. So 
hat leaves Tokyoites much worse off than 
ir equivalents i in Swiss and Scandinavian 
ities, the next most expensive. 


le: applicable to ali tables. Ali figures seasonally adjusted except * not seas. adj. 












t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available, 





reese COMMODITY PRICE INDEX 
Economist Rumours of outlawed cut- 

~ price coffee sales to non- 
nenta of the Internationa! Coffee Organi- 
sation have surtaced again—just a week 
before the start of talks on a new coffee pact, 
due to take effect from October 1989. 
Members of the ico who are also coffee 
consumers want to change the present 
system of export quotas, which they claim 
encourages the sale of cheap surplus coffee 
to non-member countries, notably Russia 
and Eastern Europe. This quarter's minimum 
export quota of 14m bags has failed to lift 
prices. Poor demand from roasters and 
mounting stocks have led coffee producers 
to slash prices by up to 4096 in order to win 
sales to non-members. 











1985--106 % change on — 
Nov 1 Nov 81 ona one 
inden Bee tees ica Deane eee ees 
Dollar index 
All items 1505 151.1 + 53 4253 
Food 116.2 1169 +27 +188 
industrials 
All 184.6 185.1 + 70 +297 
Nfa 1f 136.4 135.2  — 23 + 1.1 
Metals 218.8 2204 +118 +479 
Sterling index 
Alitems 109.2 1004+ 21! +264 
Food 848 48 03 1198 
Industrials 
_ Al 133.9 1340 + 38 +308 
| Nia tt 99.9 979 — 53 + 20 
Metals 158.7 1596 +84 +492 
SDR index 
Ah items 1142 1143 à t 26 +272. 
Food — 1 $882 BS t01 +207 
industriais 
_All 140.1. 1401 +43 +37 
Nia t1 1035 1023 — 48 +27 
_ Metals 166.0 166.8 +89 +50.2 
Gold 
Speroz 411.25 41850 +30 -103 
Crude oil North Sea Brent 
$ per barre! 12.15 1260 + 14 -—283 


¢ Provisional +} Non-food agricuiturats 
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™ SHARE PRICES Shrugging off the crash, 
in the year to the end of October Morgan 
Stanley Capital International's world stock- 
market index has climbed 1996. Some 
shares have soared. Thanks to fast-growing 
industrial production in the world's big 
economies, steel, machinery and engineer- 
ing-company shares have seen the sharpest 
rises. Japanese steel companies did best: 
Kawasaki Steel rose by more than 26096 in 
yen terms. Share prices in consumer-goods 
and service businesses have generally in- 
creased by less than for industrial stocks, as 
shoppers have tightened their belts, espe- 
cially in America. The worst performers 
during the year have been gold mines. The 
price of gold at the end of. October was 
11396 down on the year; shares in gold 
mines had plunged 22%. 


Share prices worldwide, by sector 
enc MEM lk um 
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WORLD BOURSES Tokyo drifted aimlessly: investors were deterred by conflicting stories ove 
Emperor Hirohito's health and further share scandals. Wall Street fell 1.1% in nervous pre-electio! 
trading, but prices recovered after Mr Bush's victory. London fell 0.9%. 








Stock price indices % Change on 
“Nov 7 Nov 8 1988 one one record 31/12/87 
high low week year high in local in $ 
currency terms 
Australia 1562.9 1657.8 1170.7 — 04 +298 -322 +19.2 +37.0 
Belgium 5367.7 5369.5 3608.4 * 03 *457 —09 +46.9 +29.0t 
Canada 9278.2 3465.4 2977.9 — 35 * 153 -—203 + 37 + 92 
France 393.3 397.1 251.3 + 0.3 +346 —146 +40.1 +22.7 
W.Germany 1605.2 1641.6 1207.9 — 13 + 315 —29.1 +23.5 + 87 
Holland 280.5 285.8 205.7 — 16 + 45.9 —16.0 +34.4 +18.1 
Hongkong 2587.0 2772.5 2223.0 - 11 + 266  —345 4123 +11.6 
Italy 589.0 592.7 423.9 * 0.9 * 23.8 —35.1 +20.8 +59 
Japan 28007.3 28423.4 21217.0 nil + 291 — 15 +29.9 +25.6 
Singapore 1023.3" 1177.9 833.6 — 09 + 27.2 -32.0 +24.3 +25.7 
South Africa 1848.0 1858.0 1387.0 — 0.5 + 227 —18.4 +28.1 + 11t 
Spain 293.0 301.6 225.5 * 09 + 326 —10.0 429.0 +17.8 
Sweden 3244.1 3267.3 2148.5 * 06 + 56.8 — 07 +49.5 +39.6. 
Switzerland 579.4 582.3 466.6 — 03 4 285  —206 +22.1 +3 
UK 1840.6 1879.0 1694.5 — 0.9 +170 -247 +75 +1 
USA 2127.5 2183.5 1879.1 — 11 + 133 —21.9 + 97 + 97 
tConverted at financial rat 


————————— ———————————————————— 
MONEY AND INTEREST RATES American interest rates rose ahead of the election. In the year t 
September West Germany's broad money supply rose 6.9%, while Australia’s grew 14.2% 
Canada’s broad money increased 8.9% in the year to October. 


Money supply 


(M1) 
Australia +145 +142 sẹ 14.00 1435 
Belgium * 33 + 8.0 o 7.13 7.20 
Canada +23 +89 o 1050 10,75 
France +42 +78 mw 7.81 7.88 
W. Germany + 92 +69 sp 475 485 
Holland +66 +99 44 531 538 
italy +74 +79 w 1088 12.00 
Japan +62 +109 m 375 427 
Spain +23.8 +11.7 sp 11.39 1231 
Sweden na + 54 44 1080 11.05 
Switzerland +12.4 + 99 aw 3.75 3.94 
UK +17.4 +226 sp 1050 12.16 
USA +47 +63 sp 831 6.39 


16.00 
9.50 
11.75 
9.25 
6.00 
7.25 
13.00 
3.38 
13.50 
12.00 
5.25 
13.00 
10.00 


3months long-term 

14.00 12.10 13.10 
6.85 7.77 8.05 
10.69 9.89 10.60 
n.a. 8.57 9.12 
4.41 6.10 5,90 
5.38 5.98 6.30 
na 10.62 10.81 
1.76 4.69 4.44 
7.50 12.48 13.46 
11.12 11.02 11.72 
3.25 4.12 5.13 
12.13 9.45 10.68 
8.51 8.91 9.58 


Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
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3 months 

14.19 14.56 
7.25 7.89 

10.63 10.17 
8.06 8.88 
4.94 5.52 
5.31 6.02 

11.25 10.34 
4.44 4.73 

11.62 na 

10.69 11.09 
4.00 4.70 

12.18 1075 
8.75 877. 


Other key rates in London 3-mth Treasury Bills 11.7%, 7-day Interbank 12.1, clearing banks’ 7-day notice 3.8%. Eu j 


rates (Libor): 3 mths 8.8%, 6 mths 8.8%, 

th Australia, Canada, France, Spain, Switzerland, USA, UK, W. 
faece Punk ot Dido Chess MER 

Credit Suisse First Boston, Wharton 


Banque de Commerce (Belgium), Credietbank, L 
These rates are indicative only and cannot be construed as offers by these banks. 


estre opened m den s sor ee 
Credit Lyonnais, Svenska Handelsbanken, ANZ 


TRADE, EXCHANGE RATES AND RESERVES West Germany's current-account surplus was $47.7 billion in the 12 months to September; France's 


trade deficit was $4.4 billion. The D-mark and French franc, along with the other main currencies, hardl 
showed any noticeable change: it rose 0.396. Sterling's trade-weighted exchan 
same number of dollars as in November 1987. 


trade current- trade-weightedt+ 
= nts currency units per $ 

latest latest 12 balance $bn 

month months latest 12 mths latest — year ago latest year ago 
Australia — 0.25 A — 05 — 93 se 63.6 51.2 1.20 1.47 
Belgium — 0.07 ww nil + 860 98.6 101.6 37.5 34.6 
Canada + 0.66 Ag + 79 — 78 @ 82.3 76.6 1.24 1,32 
France + 0.06 Sep — 44 — 3A a 69.0 72.5 6.10 5.65 
W. + 6.00 Ax + 724 + 47.7 Sep 145.1 151.4 1.79 i 
Holland + 0.15 x» * 20 + 38 m 133.7 139.5 2.02 1.87 
Italy + 0.90 my — 95 — 3.9 a$ 45.4 47.5 1329 1226 
Japan + 785 Sep + 92.1 + 79.0 Sep 250.6 229.0 126 135 
Spain — 180 sp  — 188 — 19 Sep 50.9 52.3 118 112 
Sweden + 048 se + 39 — 18 sa 68.0 68.4 6.20 6.02 
Switzerland — 0.46 Aw —- 57 + 73 @ 167.8 181.5 1.50 1.37 
UK — 1.79 Sep — 304 — 20.6 sep 76.7 75.5 0.56 0.56 


+Australia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cif/fob. t$ Bank of England index 1975 = 100 
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. tt Excluding gold. **Jul. §New 











currency units 
per£ perSDR per ecu 
2.14 1.61 1.39 
66.3 50.2 43.5 
2.19 1.66 1.44 
10.8 B.17 7.08 
3.17 2.39 2.07 
3.57 2.70 2.34 
2353 1780 1541 
222 168 145 
209 158 137 
11.0 8.31 7.18 
2.66 2.01 1.74 


1.77 
senes. 


-— 0.76 
1.34 


0.65 
1.16 


y moved during the week. Only sterlinc 
ge rate is 1.696 higher than a year ago; but the pound still buys the 


foreign Aw 
Aug = year ago 
12.9 10.1 

8.6 8.2 
13.1 6.4 
29.3 31.8 
59.0 61.8 
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Innovation 


OF SURPRISE Tanks. Trucks. 

e Supplies. The 
Lockheed C-130 Hercules airlifter carries 
them all. Equally important, it delivers 
them even when there's no place or no 
time to land. 

The C-130's Low Altitude Parachute 
Extraction System (LAPES) puts pallet- 
mounted cargo down with pinpoint pre- 
cision. Its powerful turboprop engines 
combine outstanding fuel efficiency with 


the low-speed responsiveness required 
for the LAPES mission. The aircraft's 
exceptional carrying capacity lets you 
move forces quickly throughout your 
theater of operations. 

When yourre trying to catch the enemy 
off guard, count on the versatile C-130 
Hercules airlifter. Its abilities have been 
surprising the world for years. 


= Lockheed 


Aeronautical Systems Company 


Giving shape to imagination 
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Creditanstalt 
isnt the biggest 


international 
bank. 


McDonnell Douglas 
isntthe world's 
biggest commercial 
aircraft 
manufacturer. 


The qualities that separate a good bank from a great bank have 
nothing at all to do with size. At Creditanstalt we combine innovative 
thinking with personal service and traditional Austrian discretion. 


Our rapidly- growing list of clients is increasingly impressed by 
the diversity of our skills. From East-West countertrade (where we 
are second to none) to sophisticated finanoial instruments in the 
Euromarkets, Creditanstalt is earning a reputation for creative, 
efficient solutions. 


CREDITANSTALT 


Your success is our success 


Creditanstalt Head Office: Schottengasse 6, A-1010 Vienna 
Telephone: (0222) 53131-1151. Offices in Budapest, Buenos Aires, Dubai, 
Hong Kong, London, Milan, Moscow, New York, Prague, San Francisco, Tokyo. 
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The new classic Delirium’ in 18-carat gold for ladies and men. A mere two point nine-five milli- 
meters thin. Water-resistant. Complemented by a fine crocodile strap. Available only at specially 


authorized jewellers, of course. 


CONCORD WATCH COMPANY, S.A. 2501 BIENNE, SWITZERLAND 
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When we design an information system, we anticipate more than 
the future of technology. We anticipate the future needs of our customers. 
And we provide solutions that last. 


cH 





Solutions that last help our customers preserve the investment 
they've already made in systems and software. They embody IBM's 
commitment to connect technology our customers have purchased i in the 
past with technology they will acquire years from now. 

That's not just a promise. We have the products to prove it. IBM’s 
Systems Network Architecture (SNA) has delivered on its promise of a 
fully connected enterprise, from workstation to mid-range to mainframe. 
It’s one reason IBM installs and services more networks than any 
other company. 

We've also designed Systems Application Architecture (SAA): a 
framework that allows applications to work across all IBM systems in 
the same way. 

So, no matter what size your business is, take a look at all the 
benefits we have to offer. Because you have a choice. You can hope for 
the best. Or you can plan for it. 


ET We'rein the results business 


WDA BOOK HOLS? 


CHAMPAGNE 
AND 
APLOM B. 


Our new intercontinental business 
class, Club World, is dedicated to 
those of you who prefer to eat from 
Royal Doulton china; to drink fine 
champagne served with true British 
aplomb; and to recharge your bat- 


teries in an ideal environment. 


CLUB 


BRITISH AIRWAYS 
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A lower dollar will bea m 
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After Pakistan's poll 
The chances of sensible dem 
racy, page 25. F 


Pushy Indonesia 
It does use its elbows, 
page 32. 
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Gorbachev, Page 85 
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pages 21-24. - 
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JR—Ín your survey of Canada 
October 8th), you say the “Op- 
onents of Canada's prime min- 
ster need reminding that the 
tee-trade deal benefits every- 
ody, including Canada." Op- 
|onents do not need remind- 
ng —they have never been 
winced that the benefits of 
deal are worthy of the sacri- 






de deal is more than an eco- 















































"y ‘welcome iit a deal with- 
pause." but other coun- 
ré not in Canada's precari- 
position of trying to preserve 
ture with an overwhelming 
tural empire ten times its own 
ize on its doorstep. 

he deal represents far more 
an a simple reduction of tar- 
it represents an increased 
1etration of American values 
Canadian society. And, 
igh this may perplex people 

utside Canada, a surprisingly 
ge proportion of Canadians 
uld rather endure a lower 
standard of living (as measured 
in economic terms) than aban- 
don their values in favour of 
ose of the United States. 


JEFF BROWN 


IR—You rightly describe Can- 
s a fine place to live in. You 
: to Canadian saneness with 


ire increased prosperity "but 
f it puts the civility of their 
iety: at t risk" Then, with an il- 
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logical turn, you assert that “the 
country needs lots more immi- 
grants and babies." 

To what end? To make Vic- 
toria resemble the sprawl of Los 
Angeles? Higher population 
densities may create more jobs 
and prosperity, but they tend to 
foster crime, pollution and lack 
of civility as well. Rather than 
scolding Canada for its immigra- 
tion policies and urging Canadi- 
ans to become prolific, you 
should congratulate Canada for 
the high quality of life it pro- 
vides to its present inhabitants. 
Helena, 


Montana Kerry NEILS 





SiR-—Canadians are ir fur- 
ther behind Americans (in living 
standards)? I don't know what 
you can mean. Go to any Cana- 
dian town nowadays, then cross 


‘the border and take a look at the 


American equivalent. 

Canada is 20 years better off 
than the United States al- 
ready—it is immediately appar- 
ent. You cannot fail to notice 
the different standards of social 
prosperity, wherever you go, 
from hospitals to highways. 
Twickenham, 


Middlesex D. WADSWORTH 





Eastward, look 


SiR—You ask (November 12th) 
what the West can do about 
Eastern Europe. 

In 1944-45 some attempts 
were made to organise a neutral 
zone between the German re- 


$ 


i 
i 


T 
Wbeopeob e dale qe dre d bd 2e qdd4qenidepddsdbibqbdhéqhqenqpddqdqddaqddqddqadh 


i id. R 


treat from occupied countries 
and the arrival of the Russian 
steamroller. In vain. In the mid- 
1950s, especially in Hungary in 
1956, any belief that the West 
would come to the rescue if they 
threw off the shackles proved 
doomed. Probably luckily, for 
the world. 

Today the future looks 
brighter. It would be best to 
work through established inter- 
national institutions. Could not 
the United Nations Economic 
Commission for Europe, the one 
body which straddles East and 
West, take a lead? It could ap- 
proach the European Free Trade 
Association to suggest that Yu- 
goslavia be invited to join EFTA, 
to ease its present problems. 
Later the Baltic states and Hun- 
gary could be associated, and 
then... 

London Doucias Dopps-ParKER 





Fortress Japan 


Sir—I was struck by the acquies- 
cent tone of your leader (Octo- 
ber 22nd) advising on how best 
to export to Japan. You say that 
it is essentiai to “appear to be a 
Japanese firm, not a foreign in- 
terloper”. Exporters of capital 
goods should “build a factory 
down the road” and have it 
managed by a “school chum" of 
those they are trying to sell to. 

This sounds remarkably simi- 
lar to the invisible, but highly ef- 
fective, Japanese import barriers 
which The Economist regularly 
tells its readers do not exist. 
Where is The Economist 5 usual 
Ricardian outrage that is justifi- 
ably manifested whenever 
roue and Europeans at- 
tempt to keep out "foreign inter- 
lopers”? Perhaps because these 
barriers have been maintained 
so obstinately by the Japanese, 
The Economist has resigned itself 
to what in many ways has be- 
come a one-way trading relation- 
ship between Japan and the rest 
of the world. 


New York DAVID GREENBERG 





Madam Governor 


Sir—You mention (October 
22nd) that Governor Madeleine 


Kunin of Vermont is America’s 


only woman governor. However, 
Governor Kay Orr of Nebraska 
is also a woman, and a lady. 
Darien, 
Connecticut 


in December and the first week à in dade by The em nist | 
d, na mes drong. 2 ond r 


Port Hoad, 
Port Road 


-The Economist intelligence Unit 
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Sir—Your two articles on pro- 
tecting the environment (Octo- 
ber 15th and 22nd) should pro- 
vide excellent case studies for 
teachers of economics at all 
levels. | 

You also inadvertently pro- 
vide statisticians with some won- 
derful material to fill out their 





lectures over the years. Your t ta- 
ble of estimated numbers of 
game animals which proceeds to 
give the numbers to six signifi- 
cant figures (eg, 281,531 deer in 
Wyoming, 153,951 elk in Colo- 
rado) conjures up wonderful pic- 
tures of someone attempting to 
count a moving herd! 

What did they do? Count the 
number of legs and divide by 
four? Anyone who has tried to 
count the number of children in 
a school playground will see the 
problem. In addition, however, 
to discover that there are exactly 
zero wild turkeys in Nevada, 
when every other surrounding 
state appears to have them, sug- 
gests that the birds know pre- 
cisely where the state line is and 
have no wish to be found in a 
territory with such lax gami- ~ 
laws. T 
Liverpool BERNARD FOLEY 
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The Latest Special Report No. 1153 
| HUNGARY TO 1993 
| Risks and Rewards of Reform 
Is Hungary moving towards the 
market and democracy? This 
Report assesses the outlook for 
significant economic and political 
change over the next five years, 
paying special attention to western 
investment and trade. It examines 
the potential for rescheduling, 
. restructuring and retreat from 
. reform, and separates the 
leadership's rhetoric from its real 
intentions. 


Price including postage: UK & Europe ens: 
North America US$245; Rest of World £118. 
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xi vin i Administration. id 
The Amos Tuck School, Dartmouth College's gra 












.. of management, is conducting faculty searches in the follow- 









* Managerial Economics 

* Business Environments l 

Appointments are possible at all levels but searches in most 

— areas will be focused at the assistant professor rank. The  . 

` -Amos Tuck School enrolls approximately 165 students each 

. .. year in its two-year MBA program. There is also a high level 

Applicants must have doctorate or be near completion. 

“competence are essential. Resumes should be sent to: 

~ Professor G. Assmus, Associate Dean, Amos Tuck 
School, Hanover, NH 03755. 


, An Affirmative Action/Equal Opportunity Employer. 


TUCK 
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|” GENERALMANAGER - 
. | INVESTMENT COMPANY | 


* ARABIC SPEAKING CIRCA US$180,000 
Our client is a Kuwaiti based multi-million dollar invest- 
.ment company with business interests in Kuwait, The 
GCC, Europe and the USA. 
` The company's business ranges from direct investment in 
.. International Real Estate and Equities, to the trading in 
currencies, bonds and other financial instruments. 


As a result of the redeployment of the company's world- 
| wide investments and the expansion of the business, the 
|- chairman and managing director wishes to delegate the day- 

| to-day management of the company to a senior experienced 

executive who will assume the title and responsibilities of 
| general manager. | 

The ideal candidate is expected to be a qualified Arabic 

"speaking executive with senior merchant or investment 

. banking experience, especially in the LBO's and M and A's 
^| areas. Additionally, the candidate should be able to demon- 
1. strate an ability to direct, organise and administer a range of 

assets, departments, and affiliates spread worldwide. 
The compensation package is expected to be very attractive 
—]' and is negotiable up to US$180,000 per annum. 
|. Please send CVs in the strictest confidence to: 
[| The Director _ 
| Orient Consulting Center 












Telephone: 240 26 28 - 240 26 29 _ 












ECONOMISTS | 
RIYADH, SAUDI ARAB 


Seeking US citizens. for two. different positions with the Depar 
ment of Treasury Project Team at the Saudi Arabian Nation 
Centre for Financial and Economic information Services (NCFE 
branch of the Saudi Arabian Ministry of Finance and National 
Economy (MFNE) in Riyadh. i : 
individual conducts research relating to international econ 
issues and financial institutions, then draws upon this researc 
prepare reports for senior Ministry officials. Also participates 
developing pd to train Saudi economists and prov 
explanations an Miu o 




























































analyses of economic models. ^ ^ 
individual conceives, plans, researches and. conducts in-dep 
studies and analyses of domestic and international issues. ar 
current conditions of Saudi financial sector. Also participate 
developing programs to train Saudi economists and pri 
explanations and analyses of economic models, Develops sect 
models for the Saudi Arabian monetarysector. |. 0 L 










































| .  . Qualifications "S. oA 
PhD or MA in economics required. Minimum two years recen 
Vrae experience after receipt of PhD, or four years after 
MA. Prefer economists who either work now or have worked 


the US Government or for an international organisation such a: 
the IMF/World Bank. Also prefer candidates that have had prioi 
experience in teaching/training economics and/or have had prio 
international work experience. | | ip tree 
i s Benefits | NT o 

Salary ($48,592-$74,303) up to 25 per cent, generous benefit | 
ee s | Ec dé ce 
To apply, send résumé to: Department A-28, 1730 Rhode Island 
Ave, NW, Suite 910, Washington, DC 20036. Upon receipt of 
rmined which position applicant is most. 


























































résumé it will be dete 
suited for. 7 


BUSINESS — 
DEVELOPMENT | 


Well established firm of business consultants specialising in 
economics and related fields plans to build on its successful: 
growth by this new appointment. a ini 
The preferred candidate will have a proven ability 
develop new business in his/her chosen fields as well as 
those of the firm and to carry projects through - 
completion. i UN 
Likely qualifications are: — 
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, possibly master’s degree in economics o 





— a good 
related discipline Qo c eee 
— experience in consulting with direct responsibility 
identifying prospects, writing proposals and clo 
sales. | | | 
Numeracy and ability to use a p/c are expected. ; 
Age may lie in the range 35-45. l 
An attractive remuneration package is envisaged includin 
a seat on the board and the opportunity to own shares in th 
company. | es 
Short hand-written letter and full CV indicating prese 
salary in confidence to Box 3626, The Economist News; 






































per, 25 St James's Street, London SW1A 1HG. — 















£ Social Studies 


































The Institute of Social Studies, an international centre 
of higher. education and research in development stud- 


areas of its MA programme: 


(a) AGRICULTURAL AND RURAL DEVELOP- 
MENT (ARD) ex 
Two vacancies exist in this area, one at a SENIOR 
. LECTURER OR LECTURER level and the other 
. at the level of LECTURER. | 
Candidates should be of high academic merit 
reflected in their publications record. Preference 
will be given to applicants with strong theoretical 
teaching and research interests, and with Third 
~ World experience in rural development. One of 
those appointed will be an economist with proven 
abilities in the application of statistical methods to 
the analysis of rural problems. _ 
The senior appointment will be for a period of two 
3, with a possible one year extension. The 
_. Junior post will be for a period of one year. Both 
will be expected to. participate in teaching, re- 
search and managerial activities as members ofan 
interdisciplinary team. 





A vacancy exists for an ECONOMIST. The 
appointment will be at LECTURER level and will 
be for a fixed duration of one year, with possibility 
of extension for a further limited period. — 
The successful candidate will have sound knowl- 
edge of macroeconomic issues in the Third World 
and a good general capability in economics. He/she 
will teach macroeconomics, assist in the develop- 
ment of new MA course work in the field of 
-~ industrialisation policies and in relevant research 
|... programmes. 
andidates for appointment at the Senior Lecturer level 
ould hold a- relevant PhD and have teaching and 
rch. experience at post-graduate level. At the 
ecturer level preference will be given to candidates 
10 have completed or are nearing completion of a PhD 
in a relevant area. Candidates selected will be expected 
take up appointments at an early date. Emoluments 
will be in accordance with Dutch University scales and 
ocedures. The working language is English. 
plications with curriculum vitae, copies of research 
jut, and the names of three referees should reach 
e Institute not later than 21 December 1988, ad- 
essed to the Rector, Institute of Social Studies, 
Jadhuisweg 251, 9597 JR; The Hague, The 
etherlands. | 
d ditional information can be obtained by telephone or 
writing from Prof Saith (tel: 070-510417) for ARD, 
r Prof Coop er (tel: 070-510358, for EPP. 











ies in The Netherlands, has vacancies in two teaching 


A OFFICER 
| Botswana Development Corporation and leading 


. broker fo direct a newly established stock brokerage 
—. "house in Gaborone, capia city ot the Republic of 


* establish cument and long tem objectives, plans 


.( ECONOMIC POLICY AND PLANNING 
5 (EPP) = assist directors of public and private companie io 


X prepare. independent reports on public companies. 


This is an important financial position in the fastest 

























intemational financial institutions are seeking a highly 
qualified, experienced. investment banker cum stock 


Botswana. 


The CEO will play a key role in the | Boliviano (Y 
market by promoting and developing both primary and: 
secondary market activity in company shares, securities 
and money market insruments. j 


Principal tasks will be to: 


and policies for the company. 


* represent the company with custorners, financial 
institutions and govemment. 


* assist company directors prepare prospectuses for 
public share issues. 


package saleable debt instruments. 


* direct sales through contact with actual and 
potential accounts. 


ensure adequacy and soundness ofthe company's 
financial structure. 


growing economy in Africa. The compensation POP Qe E 
will include: 


Salary equivalent U.K. £25,000 p.a. 
Pede, eid 25 percent —— 
fe medical aid coverage 





Applicants should have actions in merchant 


Replies in confidence with detailed C vs to: 


The Manager 
|^ @& Financial Services: Division 
T Í Botswana iata Corpotration Ltd 
P.O. Box 438 
GABORONE - 
Botswona . |. |. E 
Telefax - Country Code. 267 No. 253539. 
Application Daodiine - 30 Decerr f 








ASSISTS 


s T isoNaLEFFECTIVENEss | | 
| ENTERPRISE AND ENJOYMENT 


l M € 
To begin the confidential process 
book an exploratory meeting with - 
Peter Gardiner-Hill or Peter Needham. - 
- Even the coffee is excellent! 


16 Hanover Square, THE 


PERSONAL 
London WIR 9AJ DEVELOPMENT 
01-493 5239 


CONSULTANTS 


PROJECT OF FICEF RO 

_ Export Market Development Division 

Salary: £15 ,192-£22,332 per annum 
The Export Market Development Division assists Com 
wealth eveloping countries to increase their exports of prima 
and manufactured e oigoevece This is done argo yrovisioi 
 fechnical assistan a. which audos manat d 
ties. The richer Officer will dep 
sion dad evaluation, examining 


dofus in Economics, Commerce, Business Administ : ot 
the context of develop nino | : CSU 


tance is provided. = r details available on request. 
should be sent by ? January 1989 to: Chief rsonnel | 
ith. h House, 


i Pall Mal, London SW1Y 5HX. Tel: 01-839 3411, ext b198 oF 


AN EQUAL OPPORTUNITY EMPLOYER 


A vital contribution to our strategic and corporate planning. 
A critical move in your career. 


Nationwide Anglia, one of Britain's largest and most 
innovative Building Societies, has developed a highly 
effective Corporate Planning Department. - 
An opportunity now exists for a commercially-oriented 
Economist who will play an important role in creating 
and sustaining strategic competitive advantage. You'll 
undertake a range of studies of external issues within 
the UK and worldwide — including political, economic, 
social, technological and competitive trends — then 
analyse, evaluate and synthesis your findings into 
meaningful management reports. Whilst maintaining | 
this general overview you'll be expected to keep an 
entrepreneurial eye open to emerging new opportunities 
for the Group in the widest sense, and assist in 
evaluating their potential. 
Much of this work will be stand-alone and to tight 


Nationwide 
Anglia 5 


IST NOVEMBER 19 1988 


deadlines. It will give you aunique insight into the business 
as a whole as well as exposure to senior and influential 
people within and outside the organisation. Career-wise, 
this experience can do you nothing but good. 
You must have an Economics degree and proven 
experience as an applied Economist or Econometrician 
in a policy development/planning environment. 
Computer literacy is important and you should be 
familiar with some of these techniques: strategic 
portfolio analysis; scenario planning; forecasting; 
competitor profiling; strategic position audits. 


P The rewards, like the career prospects are excellent. 


If you feel you have the confidence and the credibility 
for this highly visible role, please write, with your cv 
including current salary, to: Richard Wharton, 
Personnel Administration Manager, 

Nationwide Anglia Building Society, Chesterfield 
House, Bloomsbury Way, London WCIV 6PW. Closing 
date for applications Tuesday 29th November. 


Nationwide Anglia is an equal opportunities employer. 
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! st i oppiled scientists or 
gineers with an interest and etse in applied 
| Fresh aridus with an Honours Degree may also apply however some 
.. . industrial experience is preferable. | 































Ap : try background are likely to be at 
anad vantage, but experience in any field relevant to catalysis research would be 
HU very useful. We are looking for creative professionals with good communication 
^. Skills who can rise to the challenges of the demanding science and technology. 
Real commercially relevant needs within the expe nding ICI C&P Research & 
Technology function need to be met from day one. 


Graduate level posts involve close co-operation with colleagues in multi- 
| disciplinary teams often including plant personnel, engineering and commercial staff. 

















A salary commensurate with qualifications and experience will be offered 
‘together with benefits appropriate to a world class company including profit 


B | sharing scheme, generous holidays, contributory pension scheme and relocation 
| assistance where appropriate. a d 








The Catalysis Research Centre is a key focus for both neterogeneous catalysis 
and separations research and development, within the ICI world. It has a tradition 
1i B of being at the forefront of syngas process technol gies which we wishto — 
| MEM maintain. We support a worldwide Catalyst & Technol Licensing Business, a 


variety of major process innovations within ICI and a number of new technology. 
. developments. | 


/e are located at Billingham in the North East not far from the North 
. Moors National Park, James Herriott country and the Lake! District. 


plications should be made in writing to Mr A. 


rsonnel Department, Imperial Chemical li 
Billingham, Cleveland TS23 1LB. 
































Yorkshire 









ICI is an Equal Opportunities Employer. 
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Kona Tomtom 
























r Group, Inc. in tbis transaction. 
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Swiss Bank Corporation and personal investment. 





How private 
is your investment? 













chesid ai aim was the cause of the worst my 
Kenneth's rulebook. It did not distinguish suffit hely be 
tween professional investors, who are able to look $r them- 
selves, and widows and orphans, who are not. His taie gener- 
ated too much extra paperwork and laid down Qo many 
procedural tramlines for the financial sophisticates. It risked 
throttling their business and diverting it abroad. Mr Walker's 
principles appear to be an effective way of dealing with this 
difficulty. A new Companies Bill is to be included in the 
© Queen's Speech on November 22nd. It will strip profes- 
-sionals of rights, under Section 62 of the Financial Services 
. Act, that allow them to sue for breach of siB rules. Aunt 
eem Gladys will keep this right. 
..- ffhere seems no reason to fear that Mr Walker's proposal 
RC will reduce the protection given to ordinary investors. Precise 
rules at the SRO level will continue to prescribe and proscribe 
behaviour..{r 
protection. For S S one dub ioedusd effect of the sib's 
| des has been to force investors to sign 15-page "client agree- 
A pery ' with their stockbrokers, in which there has been so 


Democrats’ dilemma 








America’s opposition party has lost the knack of winning presidential elections 


N THE argot of baseball, Ane s Democrats are one-for- 
-A six. They have had one president elected amid five futile 
tries. In baseball, such a statistic is not very good. In politics, it 
is dreadful. Some sort of fumblers' genius is required to lose 
twice to Mr Richard Nixon, twice to Mr Ronald Reagan, and 
now once to Mr George Bush—with only Watergate's victory 
for the ineffectual Mr Jimmy Carter in between. 
The Democrats have dropped into this although they are 
the majority party in America, and the usual victor in all its 
'ections except presidential ones. Even as Mr Michael Duka- 
- _$ was gesticulating himself into an eight-point defeat, the 
party was tightening its majority grip on other offices. It had 
net gains in the Senate, the House of Representatives and in 
races for governor. It staved off Republican inroads into the 
state legislatures which will control political redistricting after 
the 1990 census. 
In presidential elections, all this does not help. Were last 
week’s election results to be duplicated in 1992, Mr Bush 
would win by even more. Many of the states that went to Mr 
Dukakis will soon lose Electoral College votes because people 
are eagerly moving out of them. Mr Dukakis drew his biggest 
votes in declining areas of the country from voters with de- 
clining special interests—protectionists, trade-unionists, yes- 
terday's people. While older and less educated Americans 
voted Democratic, the young and the graduate went for Bush. 
~The Democrats are trying to cheer themselves that Mr 
Dukakis did better, by winning 10 states, than any losing 
Democratic candidate since 1968. That is false cheer. Most 
Democrats thought they could win the White House this 
| :h they did not expect in 1984. When their candi- 









“much small print that people risk signing away then 



















































Not only does Mr Walker want rules specifying the conte! 
such agreements. He also wants a "principle" that agreem 
must not remove rights by stealth. Soon the sip plans to. 
duce new, tougher rules for two shadowy areas in the se 
of individual investments: the disclosure of: life-a sur. 
commissions, and the pricing of unit trusts. | 

That said, there remains one worry about the new 
When a principle i is breached, Mr Walker will have two so 
of punishment: a rap over the knuckles, or the withdrawal 
licences for all or part of a firm. For small firms, this n 
suffice, though Barlow Clowes showed how reluctant a regi 
tor can be to strip an operator of its licence. A rap will also 
enough when a public ticking-off will cause loss of busines 

Yet for a big City institution, licence-withdrawal is lik 
nuclear bomb: an unusable weapon. In advisory busines 
where fees reach into the millions, a rap could becom 
acceptable risk for a big bank or broker. In time, extra pen 
ties will be needed to fill the gap between rap and withd 
Mr Walker should have the power to impose hefty fines. O 
erwise, his principles may be made to be broken. | 








date was 17 points ahead in the polls in the summer, all Dem 
ocrats were counting chickens that did not hatch. 
This fifth debacle out of six came after a concerted eff 
to push the party towards the centre of the political spectru 
and to free it from militant black, gay and feminist groups 
that were blamed for previous defeats. The party had stopped 
holding its mid-term convention, which had looked a festiv 
for its kooks. It had created the Super-Tuesday prima 
help a middle-of-the-road Democrat win the nominatio 
had drafted the blandest, least specific party platform 
cent times. All of these were supposed to be half-steps 
wards winning votes, but it is clear that something more po: 
tive is required. 


Who leads the Democrats? 
One of those positive needs is a leader. No other major d 
cratic country gets by successfully without a leader of the 
position. The American system aids incumbents by prete 
ing no such figure is required. If the Democratic party i 
recover, the question "Who leads us?" should be give 
clearer answer right from the beginning of Mr Bush's pr 
dency. Even if a front-runner for Democratic candidate 
1992 cannot become obvious quite soon—and it would 
much better if one could—established Democratic le 
need to take greater control of their party and provide a m 
unified and less individualistic opposition to Mr Bush. TI 
vacancy for a Senate majority leader provides an early opi 
tunity. The choice should fall on a man who can look 
national figure, not just an oiler of the Senate's wheels. 
The party leader is not going to be the Democrats’ 
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! rites "E 

"Brought out more white votes for Mr Bush than he 
rought out black votes for Mr Dukakis. Some of this was 
acist (generally, whites voted most for Republicans in places 
here there were most blacks), but some was a reaction to Mr 
ickson's politics. Ámerican blacks are rightly proud of Mr 
kson's achievements, but their support of him should not 
taken as a ringing endorsement of his views. At a mini- 
, the Democratic party could help itself by encouraging 
re moderate blacks to run. 

pceionany, the Democrats should start looking hopefully 


Scotland afore ye 


/hat problems are set by Scottish Nationalists? 


7] HY, when he took his seat in the House of Commons, 
^ should a new member of Parliament from the Scottish 
onal party, which wants an independent Scotland, have 
‘cheered by Conservatives, whose party wants to keep 
Jnited Kingdom united? Because British politics works 
he maxim that my enemy's enemy is my friend, and since 
ie SNP man had just won a seat—Glasgow Govan—that was 
vong Labour's safest, he seemed a friend indeed. Was he? 
Scots were moaning about Sassenachs before a parcel of 
Edinburgh r rogues agreed to the union with England in 1707. 
The Scottish Nationalists had their best brief upsurge in the 
970s, although the Scottish economy was then being rather 
successfully restructured. Engineering and shipbuilding were 
comprehensively run down—less of Scotland's workforce 
1ow works in metal-bashing than supposedly non-industrial 
ern Wigan s. M ouis S dori] concentration of elec- 


ince 1984, however, the collapse of the oil price has hurt 
ish. industry; and Scotland has not yet had England's 
ear long construction boom. Much of England is now 
r than Scotland, and other gaps are widening. In 1983 
nd's. workforce had proportionately more graduates 
anywhere except south-east England; now Scotland lags 
“the national average. Scotland's population has 
by more than 2% since 1971, while England's has 
n by nearly as much. Too many of Scotland's best and 
'htest still move south. Add the imposition of a regressive 
ax to finance local government in Scotland a year before 
land, and the whinge unsurprisingly turned to yelp. At 
1987 election, that yelp gave Labour 50, the Conserva- 
s only 10, of Scotland's 72 parliamentary seats. 
As Labour i is now the orthodox party in Scotland, a pro- 
ote is liable to damage it. At present, only a small minor- 
scots really want the “independence within Europe" 
he: SNP advocates—chiefly those who don't know how 
they would have to pay for it. But if the SNP's protest 
lid grow, the Thatcher government might have to deal 


he Rev esse Jackson last week | pos- west; t E 






- go 





i resent, one wing a the party should be 
Wal. the other declaims the opposite. One sensible 
rule is Mit being more liberal can never mean being more 
protectiflist. A second is that, in response to each act by a 
Republican president, voters should have a fairly clear idea 
whether a Democratic president would do the same or the 
opposite. It will not be easy to gauge this if it will again be July 
of election year before anybody knows who the spokesman 
for the Democrats is. 























GDP per person, 1987 provisional - 


























with a Scotland one of whose main parties wanted to take .. 
out of both the union and NATO. 


Don't subsidise, do listen 


The best way to react is not to pump more nies money 
into a Scotland that already relies too much on the public 
sector for its well-being. Some of Scotland's cries—as in its 
protests that a Scottish bank or brewer must never be bought 
by an English or other foreign one—should also be disre- 
garded for Scotland's sake. Nobody will invest in its indus- 
tries if they are always artificially protected from being taken 
over. Scotland's economy seems to have grown in 1988 at 
about the national average; the construction industry is reviv- 
ing; Edinburgh is an expanding financial centre. 

Sometimes, however, English governments do dream up 
policies for English conditions, and impose them too blindly 
up north. Scots say their schools are better than England's, 
and do not need the radical reforms that English schools de- 
serve. They say Glasgow's public-housing managers, unlike 
the English, do listen to tenants, and so their estates do n- ^ 
need breaking up. They worry about privatising bus servic 
in a country with rural areas more remote than English civil 
servants can contemplate. They think the government's Eng- 
lish lawyers ignore the rules of Scotland's legal system. 

They should be listened to, with the same selectivity as has 
exempted Scottish water from privatisation. English govern- 
ments would also be wise to bring some good Scottish prac- 
tices south. England has already imported Scotland's drink- 
ing hours and Lord Mackay of Clashfern to head its legal 
system. Scotland's school-leaving exam, its method of house- 
buying, its absence of legal restraints on Sunday trading, not 
to mention its baking, are all exemplars of Scottish excellence 
so far uncopied in England. A Thatcher government could let 
out inches to the Scots in this way without feeling there would 
be tragedy if the Scots then demanded an ell. An indepen- 
dent Scotland, paying for all its public expenditure with its 
own taxes, would not merely bring English tax rates down. It 
would make it more likely that the English would have a Con- 
servative government fori a very Jong si time to.come. 














On the take 


SINESS ERBES 





All but the sleazy would gain from bribery being curbed. The rich coun- 
tries could do more to stop it, but most won’t. Corruption will get worse 







"HERE are parallels between bribery and 
nuclear weapons. A bribe can win a 
contract, just as a nuclear bomb can win a 
war. But to offer bribes and to make nuclear 
weapons invites rivals to do the same. When 
all companies bribe, none is sure of winning 
the contract, but each must pay so as not to 
be outdone. As bribers bid against each 
other, the cost ríses; bribery's effectiveness 
' does not. All companies—and the countries 
whose officials are corrupted —would gain 
from an agreement to scrap bribes. 

In 1975 the United Nations began work 
on an international ban on bribery. Progress 
is even slower than on arms control. Frustra- 
tion has bred an urge for unilateralism; but 
here the nuclear comparison stops. Unilat- 
eral nuclear disarmament would hardly 
serve the interests of a country like the 


"United States. Bur America is bribery's 


nilateralist, and its experience indicates 
renouncing bribery need not damage 
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ntil the poor countries tackle it seriously 


the fortunes of a country's businessmen. 

In 1977 America passed the Foreign 
Corrupt Practices Act, which forbids Amer- 
ican companies from making payments to 
foreign officials. Companies are liable to a 
fine of $1m for each violation; individuals to 


a fine of $10,000 and five years in jail. Prison — 


terms are the more powerful half of the de- 
terrent, since the potential revenues from 
some bribes make a $1m fine look like loose 
change. The PEMEX scandal in the 1970s, in 
which Mexico's national oil company re- 
ceived bribes from a Texan businessman, in- 
volved contracts worth $293m. 

After the anti-bribery legislation was 
passed, American businessmen complained 
that they were losing orders to Japanese and 
European competitors for whom bribery 
was sometimes not merely legal but tax free, 
since it could be counted as a business ex- 
pense. Business lobbyists have repeatedly 
demanded that the act be repealed or di- 





it does not, for instance, forbid "facilita: 


luted, citing the country's $150 billio 
deficit as a reason for urgent action. 
America's law suffers from being vagi 




































payments" to government empl 
“whose duties are essentially ministerial or 
clerical". Only a handful of companies h 
been prosecuted under the Foreign Corrupt 
Practices Act. But though the act has its 
faults, damage to Ámerican exports. is 
parently not one of them. 
Studies by Mr John Graham of the Ui 
versity of Southern California and Mr Ma 
McKean of the University of California at 
Irvine suggest that the businessmen's crie 
of pain are exaggerated. Using information 
from American embassies in 51 countries 
that together account for four-fifths | 
America's exports, Mr Graham divides the 
countries into two groups: one where bri ` 
ery is endemic, the other where it is not. | 
then checks the embassies impression: 
against Ámerican press reports of bribery 
which broadly confirm the corrupt/non 
corrupt classification. He has found that ir 
the eight years after the Foreign Corrup 
Practices Act was passed, America’s share o 
the imports of corrupt countries actual 
grew as fast as its share of the imports of. 
hon-corrupt ones (see table). His finding: 
are convincing even though, over the period 
studied, a few of the baddies may have be- 


come goodies (and vice versa). 


Shady folk in sunny places 


The need to pay bribes to win business i is, it 
seems, overestimated. Bribes are awkward to 
distribute: it is not always clear in à foreigi 
country whom should be bribed, or wit 
how much. "Commissions" are sometime 
not passed on. Sometimes they are, but th 
enriched official then awards the contrac 
on the basis of merit. Costs are incurred an 
risks are run for uncertain benefits. As w 
as being expensive, bribes can be embarras: 
ing if exposed. Many man-hours are there- 


Virtue rewarded SON is 

US share of US share of. | 

imports of imports of: 

corrupt countries, % — uncorrupt countries, % - 

ws ws #8 F 
SH 78 —— 1455 — 
0505» — 1*6 09 
aa o 185 —— 137 | 
BH ——— 091 T 
182 —— 189 MB 
1:8 ——— . 18/  — M6 
1984 —— — 182 —— M4 
Source: Jthn Graham and Mark McKean 




































































spent fudging. accounts and keeping 
s quiet. Low prices and high quality are 
t an easier way to win contracts. 

he success of the. Foreign Corrupt 
ictices Act ought to have encouraged 
r governments to copy America’s virtu- 
example. None has: nearly all countries 
ave laws against the bribing of their own 
ficials, but only America forbids the brib- 
w of other. people's. Despite the evidence 
om America, bribery is still thought of as a 
ecessary part of doing business in the third 
orld. Anthropologists’ studies of gift-giv- 
g are wheeled in to show that bribery is 
art of the culture of many poor countries: 
on-bribers are presented as cultural imperi- 
ts as well as naive businessmen. The way 
re-ownership is becoming more interna- 
al is cited as another reason for business 
gers to bribe freely: whatever their per- 
moral scruples, they should not im- 
them on shareholders to whom such 
rals might be alien. 

uch attitudes once ——Y in Amer- 
00. Lockheed, an American aircraft 
ifacturer, admitted in 1975 that it had 
out. $22m in bribes since 1970; but it 
sted that: "Such payments ... are in 
ping with business practices in. triany for- 
i. countries." Yet the Lockheed scan- 
along with the humiliating revelations 
orrupt political practices that came with 
Chilean-TT and Watergate hearings— 
d to bring about a change of mood 
g America's politicians, even if not 
ong its businessmen. 

10.1977 the Senate was told that the Se- 
ities and Exchange Commission had dis- 
ered that more than 300 American com- 
ies had paid bribes abroad. The image 
h of American. government and of 
erican. business. e WASS 











| suffering, and so 





eign governments. Lockheed's bibet to Mr | 


Kakuei Tanaka when he was Japan's prime 
minister in 1972-74 led to his arrest in 1976 
and a protracted trial that has still not been 
completed. The Senate report also made a 
point that has grown with the fashion for 
laisser-faire economics. A free-market econ- 
omy is based on competition—which cor- 
ruption subverts. | | 

The report's result was the Fori Cor- 
rupt Practices Act. Far from being pa 
tronising, the act's proponents argued, it 
enforced: American compliance with other 
countries’ anti-corruption laws. Even Saudi 


Arabia, renowned for the lush bribing that _ 


goes on there, has anti-corruption legisla- 
tion on its books, Indeed, it may often be 


developing countries’ standards. that are — 
brought down by multinational firms, | 


rather than the other way round. — 


Innocents abroad. 


Donald. Simpson, argue that foreign busi- 
iessmen on brief visits to Africa presume 
corruption too easily, and so make it worse. 
If they fail to win a contract, they prefer to 
believe that the rivals won with larger bribes 
than that their. own products were not up to 








| scratch. Once : sown, rumours of corruption - 
spread quickly among the expatriates of an 


African capital. This leaves westerners with 
the impression that they have little choice 
but to bribe: the rumours are self-fulfilling. 
The style of western business also en- 
courages bribery. Executives from head of- 
fice spend fleeting days in a poor country's 
capital. Few know their way about, or un- 


derstand the workings of the cumbersome 


local bureaucracy. The foreignness of for- 
eign cities makes it hard to resist the speak- 
ers of excellent English who hang around 
the hotel bars: a westerner gets conned, and 
quickly spreads the news that the city is cor- 
rupt. Alternatively, his lack of time makes 
him impatient with local bureaucratic rules. 
The simplest solution, so it seems, is to cut 
through the rules with bribes. 

Mr Lane and Mr Simpson base their 
views on private talks with officials and busi- 


. nessmen. None, for obvious reasons, wants 


to be named, so the theories cannot be 
checked. But they fit with Mr Graham's 
conclusions. First, the moral justification for 
bribery abroad— that it is part of local cus- 


tom—is sometimes spurious. Second, the 


business justification does not stand up ei- 
ther: since bribery is not expected of foreign 
firms, contracts can be won without it. Yet 
European governments show no signs of 
heeding such research and legislating 
against bribery abroad. 

Their mistakes need not be repeated by 
European companies, which could also 
learn from their counterparts in the United 
States. More and more American compa- 








cally as well as 


authority of the cani is consolidated. 


etie t rer er nh enti 


Ip loyees t to act ethi- 
profitably. Managers have 
three standard weapons in their armoury. 
Company codes of practice lay down general 
ethical guidelines. These are fleshed out 
with training courses, based mainly on case 
studies. Then there are ways of catching of- 
fenders by encouraging colleagues to report 
them. One is to create an ethics ombudsman 
to whom employees - may report anony- 
mously. Another is iBM's "skip level" man- 
agement reporting, whereby everybody 
spends periods working directly for his 
boss's boss, and so has a choice of two famil- 
iar superiors to report to. | 

* According to the Ethics Resource Cen- 
tre, a Washington-based research group, 








| 1396 of America's largest 500 companies 


had codes of ethics in 1979; by 1988 the fig- 
ure had eg to 85% of the 2,000 biggest. In 
1980 only 3% of the companies surveyed 


. had ethics training for their managers; now. 
| ! n do. In er he centre knew of no cor 

Two researchers from the University. of 4 linm 

Western Ontario, Mr Henry Lane and Mr ` 






n ethics ombudsman; Ly 
ne in ten oe created the 


ols ae ne nuc to 
| ie s. Last year an umbrella 
body, the. European. Business Ethics Net- 
work, was set up in Brussels. 





Down to self-defence 

Yet the fight against corruption remains a 
peculiarly American concern. The Europe- 
ans and Japanese (whose own country is 
pretty corrupt) hurt themselves by their 
complacency, but they hurt developing na- 
tions more. In the end it is up to poor coun- 


tries to defend themselves from foreigners’ 


corruption—as well as from their own. 

Sheer poverty makes this hard to do. P 
1900 Britain had beaten the worst of itscc — 
ruption. But in 1900 the average Briton had 
a yearly income (GDP per person in today's 
prices) of $4,000— more than ten times that 
of the average person in the developing 
world today. Britain had acquired a middle 
class, whose belief in reward for hard work 
was the antithesis of corruption. Few of to- 
day's poor countries have a sizable middle 

class; the rest are sat upon by elites accus- 
tomed to acquiring money through inheri- 
tance and other gifts. 

Poverty goes with a weak state, which 
makes corruption worse. If the state cannot 
enforce laws, nobody will respect it. Disre- 
spect quickly breeds disloyalty among civil 
servants: corruption seems eminently sensi- 
ble, since it involves robbing from the state 
in order to give to relatives and friends who 
provide the security that the state is too fee- 
ble to deliver. Thus impoverished, the 
state's strength diminishes further; the rival 














. < chis intelligence, not his imagination," 
| “Offshore Rainbow Bonds, despite their rather 
< pretty name, are tangible, 
^: making a great deal of money. Innovative they may 
be. Unique they most certainly are. But it's logic, 
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ads effective? 


Absolutely not, said our advertising agency. 


Spread your message across two pages, they said. 


Use bags of colour for maximum impact. Avoid 
newsprint, they said; it's deadly dull. You're selling 


.a rainbow, they said, and you need the gloss. 


-. We listened with wry amusement. These 


|. advertising people tend to get carried away at times. 
» “We're not selling a rainbow any more than we are 


selling ice to the Eskimo,” we said. "We're telling 
the serious investor about a unique and simple way 
to make profits on the world's major stock markets 


| AND enjoy the: safest offshore benefits for his 





: E te to aeh the investor’ s eye, capture his 





imagination, you know." 


We shook our heads. “This concept will appeal to 
we said. 





éalistic vehicles for 


not impulse, that will make the thinking investor 


want to investigate them furt 
There was a heavy sigh f. om the art director. 
"Will logic make hím fill in the coupon?" he said. 
We detected a note of sarcasm. 
The marketing manag r was quietly confident. 
“Eagle Star International has not got where it is 
















.today by underestimating the intelligence of the 





public," he said. “Those. who want to make money 
will almost certainly wish to investigate the unique 
potential of Offshore Rainbow Bonds. However, if 
you insist, you may draw your. usual pair of scissors 
on the corner of the coupon." | 

“In colour?" smiled the art director. 

*Black and white. will do nicely, 
thank you," we said. 


Eagle Star International, 
Hillary House, Prospect Hill 
Douglas, Isle of Man, _ 
British Isles. 

Tel: 0624 20601 

Fax: 0624 20558 


 Membentip of gute applied for. 
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Bi od me further details of Offshore Rainbow Bonds. 
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managed subsidiary of Cargill Inc. CIS is a leading international broker in futures and options. 
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international futures contracts. 
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important new international investment fund 
offered by London Portfolio Services plc (LPS 
The Fund is registered in Bermuda. Its objective is 
to achieve a high rate of return through trading 


6 Capital Guarantee A major international bank 

guarantees to the Fund the return of an amount "d 
to the initial invested capital when the Fund matures in 
January 1994, — — 


6 Strategic Investment Futures funds are seen as an 
| poa complement to equity investment, A 

particular feature of these funds is the ability to make _ 
money on falling as well as rising markets. Many future: 
funds, for example, made excellent profits in the final 
quarter of 1987, which was so disastrous for equities. 
Through the international futures clearing broker, Cargill, 
Investor Services Inc. (CIS), and the expertise of LPS in. 
guaranteed funds, the new Fund offers highly professional | 
access to this key investment sector. i 


$ Selection of Trading Advisors LPS nd E 
CIS have employed the OPTACIS*" program, a. — 
proprietary advanced computer system for the selection 
of futures investment advisors. While past performance is 
no guarantee of the future, OPTACIS*” has selected a. 
combination of Trading Advisors showing an historical ^ .. 
compounded Mee annualt rate of return ona proforma - 
basis 5 | - 





is put to work. Minimum investment $30,000 


london 


Portfolio‘ Guaranteed 


i al Lid. 


London Portfolio Services plc 


Marina Bay; Gibraltar, 
Tel: (350) 79120, 

Fax No.: (350) 78428, Tix No.: 2378 GET GK 
This advertisement does not constitute an offer to sell shares. 
Applications for sharesin London Portfolio Guaranteed Company 
i Lid. will only be considered on the terms of the Prospectus. 
For further information and a copy of the Prospectus, please 
contact LPS direct or fill in the coupon. 
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loping countries 
ir corruption. "The first step is to admit 
orruption exists. It hides behind respect- 





tips". Middlemen in’ business deals de- 


in Pakistan is for the 
post-office. teller to be 
out of stamps. Terribly 
sorry, but there happens 


utside the post office who sells them—at a 
remium. Not everybody guesses that half 
the premium goes to the teller. : 

. It is also necessary to admit it is dias 
g. The Mexican policeman gets the na- 
onal minimum wage (a bit over $3 a day), 

-it may seem natural that he should sup- 
ement his pay. The bribes accepted by an 
ficial before he awards a government con- 
t do not necessarily distort competition 
mong rival tenderers: sometimes, all are ac- 
ympanied by a similar bribe, which serves 
n entry fee. Equally, a judge may offer 
ie plaintiff with justice on his side the first 
nce to make a “contribution”. For busi- 
smen, a modest bribe may seem an eff- 

cient way to secure a licence quickly. 

Even these apparently mild examples of 
corruption are harmful. Mexican policemen 
refuse to investigate crimes reported by 
those who cannot afford to pay the tip: ac- 
cess to public services, which should be 
equal, is thus restricted to the better off. 
While refusing to investigate crimes that do 
not pay, the Mexican police assiduously 
ckle non-crimes that do: innocent motor- 
sts are stopped to extract a bribe. 

The poor and innocent suffer, but there 


ued licence encourages officials to invent 
‘licences. The tangle of lucrative red- 
pe strangles would-be entrepreneurs—and 
economy suffers. The state’s venality di- 
ishes its standing in the eyes of its citi- 
No sane Mexican respects the police. 
th Africa's supposedly independent 
:elands are made all the more despicable 
iuse their rulers are thieves. 
By weakening the state, corruption can 
1 prompt-—or at least provide the excuse 
political violence, as when Nigeria's 
ident Shehu Shagari was deposed in 
4. Honest regimes, by contrast, are gen- 
ly strong enough to get even their un- 
pular policies accepted. Ghana's Flight- 
tenant Jerry Rawlings, who overthrew 
civilian predecessors because of their 
uption, has imposed an awesome dose 
'onomic austerity on his people, but still 
rvives in power. - 
Once corruptic n's harmfulness is ac- 
W ledged, train civil servants to spot 
top it. The polite silence that: sur- 
s corruption often blocks the passing 














| dent the Worst E | 


ble masks. Mexican policemen ask for 


mand "consultancy 
, fees’ and "commis - 
3 sions". A favourite trick - 


| to be a street vendor just 


ider damage too. The tip for a quickly | 





‘on of useful | tips c on. n how to adde it. The 





story is s told of an engineer responsible for 


an irrigation system in India. The rich farm- 
ers in the area bribed a local politician, who 


in turn ordered the irri — € 
gation engineer to divert 


water from poor farms to 
rich ones. The engineer 
agreed to do as he was 
told, so long as the politi- 
' cian would speak his or- 

der into the engineer's 
tape recorder: whereupon the politician 
backed down. If this was made a case study 





for trainee water engineers, India’s water - 


might be better managed. 

As well as instructirig the virtuous on 
how to beat corruption, training should ex- 
plain to the not-so-virtuous why corruption 
is so damaging. It may not be a bad idea to 
explain the benefits to a country of an hon- 
est civil service, much as student lawyers 
learn some jurisprudence. The same goes for 
businessmen. Some Latin countries—Mex- 
ico, Chile—are making ethics training part 
of their business-school curriculums, which 
should make businessmen aware of the 
harm that corruption does to the economy, 
and to the standards of their firms. 

Next, let journalists and other snoops 
help in exposing corruption. lt is not 
enough for governments to break their si- 
lence on the subject; general openness is es- 
sential for having cor- 
a ruption discussed. In the 
YS] Soviet Union, parts of 
which are pretty poor, 
Mr Mikhail Gorbachev 
/is allowing more press 
freedom than before 

partly in order to expose 
the corruption ha festered under the secre- 





tive rule of Leonid Brezhnev. 


Greater openness is the first step to- 
wards increased accountability. Mr 
Gorbachev also wants some party officials to 
be exposed to elections, so that they can be 
judged on the records that glasnost has 
made known. Elections are one good way of 
holding people to account. Another is the 
separation of powers. Independent execu- 
tives, judiciaries and legislatures can keep 
tabs on each other. 

Even strong and open states have diffi- 
culty retaining civil servants’ loyalty, so the 
wise ones reduce bureaucrats’ discretion: 
fewer licences will mean fewer bribes. In 
famously - corrupt Indonesia, the govern- 
ment's economicreform programme in- 
cludes the burning of red tape. To build a 
hotel only one licence is now required; once, 
an entrepreneur needed 33. 

In particular, do away with economic 
controls that create black markets. If the 
state fixes the exchange rate artificially high, 
foreign currency will be scarce, and distrib- 
uting it will be the task of bureaucrats. 
Bribes will flow, because businessmen who. 












need to import spare 
. parts will pay generously 
for dollars or import 
quotas, The same hap- 
ZA z) pens. when state food- 
7" - marketing Boards force 
farmers to sell their crops 
at artificially low prices: 
farmers are encouraged 
to bribe the board's off- 
cials to overlook their 
grain, and then to bribe customs officials to 
allow it across the border into a country 
where it will fetch more. Five years ago 
Ugandan coffee could be sold in Kenya for 
ten times its domestic price. 

Slimming down the state will make pos- 
sible the next corruption-beating move that 
is.sometimes needed: pay public employ- 
ees more, so that they no longer depend on 

"tips". The Indonesian government is likely 
to find its add edu policies damaged 
uy, by the freeze it has l 
=< on civil servants’ pay. .. 

may do wonders for In- 
y — donesia's budget, but it 
„will probably encourage 
civil servants to find pay 
of their own. Along with 
better training, better 

. pay will improve morale. 

The more pride that off- 

cials take in working for 

their governments, the 

less likely they are to sub- 
vert hen by accepting bribes. 

Another way to raise the professional 
morale of bureaucrats is to make the civil 
service meritocratie. Competitive entry 
examinations and promotion on merit 
helped diminish corruption in nineteenth- 
century England. In Mexico today, the rela- 
tively high professional standards of the Fi- 
nance Ministry, Bank of Mexico and 
ae Ministry go with their relativelv 
» clean reputations. T 
$6 39 Indian civil service has 


































































































jfi at least, ivil-service jobs 
are known by the size of 
bribe needed to obtain 
them. So longa as that persists, those who do 
the jobs will see them as an instrument of 
plunder, not as a chance to serve the state. 
Tolerated, corruption spreads easily. 

The civil servant who buys his job will reim- 
burse himself corruptly. In the Philippines 





corruption has even infected the body i inves- 


tigating corruption under the country’s de- 
posed ruler, Mr Ferdinand Marcos. Because 
it is so hard to beat, and because all societies 
and institutions develop taboos against 
snitching on colleagues, corruption is too of- 
ten met with defeatism or indulgence. That 
is an unkindness to bureaucracies and busi- 
nessmen, whether poor or rich. 
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A Bhutto is back 





The lady tops the men 


FROM OUR SPECIAL CORESPONDENT IN PAKISTAN 


"T^ HE rr? must have won," shouted a 
Pakistani girl gleefully as the election 
hroadcast started. "The announcer isn't 
earing a dupatta’’—the modest scarf com- 
pulsory for women during the late President 


Zia’s years of state-imposed Islam. Well, the: 


opposition Pakistan People's party got far 
more seats than any other party in the elec- 
tion on November 16th. That does not nec- 
essarily mean winning. Still, whoever forms 
the country's next government, Pakistani 
politics came out of this election more secu- 
lar, younger and, after 11 years, alive. 

By late afternoon on November 1 7th re- 
sults had been declared in 203 of the 205 
elective seats. (The National Assembly has 
231 seats in all, the rest chosen by methods 
other than direct election.) Of the 203, the 
People's party had won 92. The Islamic 
Democratic Alliance (IDA), a conservative 
coalition including members of the outgoing 
government, was running a poor second 
with 53. Independents and regional and reli- 
gious parties made up the rest. The People's 
party will loom over the assembly, but will 
not command a majority. 
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Most Alliance leaders lost their seats. 
Mr Mohammed Khan Junejo, Zia's prime 
minister, is out. So is the man who picked 
him, the Pir of Pagaro, who is said to be the 
most powerful man in the province of Sind, 
having both a private army and the rever- 
ence due to a living saint. Mr Ghulam Mus- 
tapha Jatoi had expected to be prime minis- 
ter if the Alliance won; he too lost. 

The People's party is led by two women, 
Miss Benazir Bhutto and her mother, Mrs 
Nusrat Bhutto. The election was won by a 
man: the late Zulfikar Ali Bhutto, father and 
husband of the party's present leaders. Elev- 
en years after Zia deposed him and nine 
years after he was hanged, his appeal was 
clear: "Bhutto did good things for poor peo- 
ple." Poor Pakistanis, on this thesis, have 
now paid their debt. 

Female leadership probably helped to 
bring out the women's vote, which appears 
to have favoured the People's party. Women 
also seem to like the party's implicit secular- 
ism. Under Zia, the value of a woman's evi- 
dence in court was reduced to half that of a 
man's, and the general was keen on keeping 


women shut up at home. Some men also ap- 
preciate the PPP's secular style. Others disap- — 
proved strongly of the manner of some of - 
the Alliance's attacks on the PPP's leaders. 
Some Alliance slogans speculated about the 
Bhuttos' sex life. Pakistanis are protective of 
their women's honour, so that line of attack — 
turned out to be a mistake. 

Self-consciously Muslim parties did well. 
in the late Zia's time, so they suffered from 
this election's secular swing. The most fun- 
damentalist of them, the Jamaat-i-Islami, got — 
11 members elected to the assembly in 1985, - 
but only one this time. A new party for the 
country’s Shia minority failed. 

Regional parties blossomed in Sind dur- 
ing the Zia years; the army is mainly Punjabi, 
and its rule was resented by Sindhis. This 
time the Bhuttos, who are Sindhi, monopo- 
lised the province’s countryside. But in Pun- — 
jab local feelings worked the other way. Zul- 
fikar Ali Bhutto, although a Sindhi, was 
brought to power by the peasants of mes 
and northern Punjab. His womenfolk now 
share that region with the Alliance which, ` 
with only a handful of seats in the Frontier 
province and Baluchistan, and none at all in. ` 
Sind, looks solidly Punjabi. 

The third biggest party—way behind | 
the others, with 13 seats—is new. This is the - 
Mohajir Qami Movement (MQM), which has 
sprung out of nowhere in two years; it repre- 
sents people whose families fled from India. 
in 1947-48 and feel the country they helped — 
to create has served them badly. The Move- — 
ment's bargaining power could be decisive, — 
and may help it win its demands for Mohajir | 
rights. 

Pakistani politics suddenly looks very - 
young. The MOM's leader, Mr Altaf Hussein, — 
is in his mid-thirties, like Miss Bhutto. After — 
the defeat of the Alliance’s elderly (and — 
mostly Sindhi) leaders, the main conserva- | 
tive standard-bearer is now 42-year-old Mr 
Nawaz Sharif, whom Zia appointed as gover- - 
nor of his native Punjab, where the PPP ac- - 
cused the Alliance of some ballot-rigging. 

The president, who will choose the | 
prime minister, is not young at all but a vet- ` 
eran civil servant, Mr Ghulam Ishaq Khan. — 
He says he thinks it might make a nice ` 
change to have a female prime minister, - 
then admits that there are plenty of people 
who think otherwise. He is vague about how. 
long the process will take. Parliament has to — 
meet within a month. The choice does not - 
have to be made by then, though the horse- 
trading just after the election could be 
decisive. : 

Miss Bhutto and her party have ostenta- — 
tiously abandoned her father's socialism, — 
and quietly given the army to understand — 
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FROM OUR SPECIAL CORRESPONDENT IN LAHORE 


OST of the voters of Lahore, the 
































E capital of Punjab, Pakistan's big- 
|| gest province, went quietly to the polls. 
| But things were not right at the women's 
|| polling station at the girls’ school. People 
|| were expecting trouble because the con- 
. test in Ichara constituency, a new com- 
| mercial area, was a close one between 
| . two big shots. Mr Tariq Rahim, a lumi- 
|| nary of the Pakistan People's party, was 
|| standing against Mr Liaqat Baluch, one 
| of the brightest hopes of the Islamic 
| Democratic Alliance. 

The row started when the presiding 
| officer moved two ballot boxes from one 
_ booth to another. A People's party rep- 
resentative said the official was replacing 
~ them with stuffed ones. When Mr Rahim 
arrived to investigate, Alliance support- 
| ers in the crowd outside the polling sta- 
tion chanted, “Ganja party hai hai" 
| (down with the baldies’ party) a refer- 
|| ence to Mr Rahim's pate. As he entered 





at the itas guerrillas can still be armed. 
Yet many soldiers and bureaucrats remain 
suspicious of the Bhutto legacy. With their 
‘encouragement, the Alliance is bidding for 
th independents and the smaller parties. 
Kn Ewing their value, the little people are 
ag big prices. 


= 
C E prod 
n the ribs 


E Russians have grown disillusioned 
with their Afghan allies but can't decide 
at to do about them. On November 13th 
a Soviet television reporter announced 
Idly that the Afghan Communist party 
hi d no popular support. lt was "not, on the 
whole, the ruling party”; its exaggerated 
claims of military strength had helped to un- 
c le ine its authority; the political-military 
situation had deteriorated sharply. How- 
ever, the reporter hopefully concluded, the 
pa party must be included in any plans for Af- 
g anistan's future. 

oki is not the first time that the Russians 
ve bared their soul over Afghanistan. In 
* ly a former military adviser in Afghani- 
(st an, Major-General Kim Tsagalov, forecast 
t the guerrillas might defeat the Commu- 
und after the Soviet withdrawal. The guer- 
. rillas' recent advances made it seem advis- 
able to upgrade this warning: it would 
. prepare the Soviet people for a possible de- 
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i Trouble for the baldie 





the yard of the polling station he was at- 
tacked by pro-Alliance women shouting, 
"Roast him”. He said he had his rights, 
but he retreated anyway. 

Inside the polling station some 
women were fighting. "What prosti- 
tutes," said a man watching them with 
interest. Your correspondent and Miss 
Nusrat Jamil, from a Lahore daily, the 
Nation, braved the fray. The women had 
split into camps. The People's-party peo- 
ple complained that they had been 
slapped. The Alliance women grabbed 
Miss Jamil and tried to push her out. She 
explained that she was doing her job. 

An enormous deputy superintendent 
of police, Mr Tajammal Hussein, then 
appeared."How many elections have you 
witnessed?" he asked Miss Jamil. Not 
many, she said—there have been none 
for 11 years. “I have seen every one since 
partition," he said, "and this is the best 
we have ever had." 


bacle and might even scare the Afghan 
Communists into thinking harder about 
compromise. 

Despite this, the Russians seem to resist 
the logic of their own argument. If they be- 
lieve the Communists have no support, they 
should start talking to the guerrillas about 
handing over power. This would be embar- 
rassing but might avert a far more embar- 
rassing bloodbath later. However, it seems 
that they are still trying to ensure a role for 
the Communist party. “National reconcilia- 
tion", involving both the party and the op- 
position, was the theme reiterated by a se- 
nior official, Mr Oleg Baklanov, the day 
after the television reporter's assessment. 
Despite this, the Russians have not yet re- 
sponded to the resistance's new proposals. 

On October 29th the guerrillas’ politi- 
cal leaders in Pakistan announced plans for 
an election to a shura or council which 
would choose a government to succeed the 
Communist one before February. The coun- 
cil would include Afghans of almost all sorts: 
politicians, refugees, tribal leaders and west- 
ern-based exiles as well as representatives 
from every Afghan district, who might be 
nominated by the local field commanders. 

The guerrillas are unlikely to be able to 
organise such a complicated election, at 
least while the war continues. And if Kabul 
falls Afghanistan's political future may be 
decided by the field commanders who take 
it. But the plan does offer the Russians scope 
for negotiation: such a council might find 
room for a few Communists. 

Negotiation may yet come. The current 


resistance chairman, Mr Barhannuddin 













Najibullah is so confident 


Rabbani, said on November 11th that witt- 
in two weeks the guerrillas would begin talks 
with the Russians on exchanging prisoners. 
But he has hinted at such talks before and 
may merely be trying to alarm the Afghan 
Communists. The Russians, for their part, 
still seem to be putting a lot of energy into 
trying to get the Afghans on both sides to 
sort out matters among themselves. 

For several weeks the Russians have lav- 
ished attention on the Afghan prime minis- 
ter, Mr Mohammed Hassan Sharq, who is 
officially not a Communist. He made a visit 
to Moscow in September to sign a mam- 
moth economic agreement and represented 
Afghanistan this month at the United Na- 
tions. If the guerrillas showed any sign of 
warming to Mr Sharq, the Russians would 
doubtless quickly find a dacha for President 
Najibullah and replace him with Mr Sharq. 
But the guerrillas regard Mr Sharq as a 
Communist in all but name. 

If this continues to be the guerrillas' att 
tude, the Russians may decide to avoid 
demoralising the party further and stick 
with the able and astoundingly confident 
Mr Najibullah. The latest party changes, 
such as the appointment on November 9th 
of his chief rival, the interior minister, Mr 
Sayed Muhammed Gulabzoi, as ambassador 
to Moscow, seem to have been designed spe- 
cifically to bolster him. 





India 


sooner the better 


FROM OUR INDIA CORRESPONDENT 


I IS a politician's privilege to change his 
mind. Only four weeks ago Mr Rajiv 
Gandhi was insisting that he would not cut a 
single day off the life of India's present par- 
liament. That meant an election in Decem- 
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Bande up for an early election 


ber 1989. Now everything his Congress 
party is doing suggests that the election will 
take place next March. 

The government always had a good case 
for an early poll. The opposition, slowly 
coming together under the leadership of Mr 
Gandhi's former finance minister, Mr V.P. 
Singh, would then have less time to put to- 
gether a programme. The country has had 
an excellent monsoon; the production of 
grain is expected to rise by 30m tonnes this 
harvest-year. Inflation is falling and the re- 
viving confidence of businessmen has sent 
share prices soaring. Why wait, Mr Gan- 
dhi's advisers have been asking, and risk the 
vagaries of weather and market? 

At first, Mr Gandhi seemed unmoved. 
He wanted to press ahead with his projects 

ir lifting bureaucratic controls on industry, 
rationalising taxes and reforming the elec- 
tion system. All the same, the opposition’s 
attacks on the Congress party for being au- 
tocratic and riddled with corruption were 
beginning to hit home. Contingency plans 
were already being made for an early fight. 

That may explain the arrest in August 
of Mr Sanjay Singh, one of Mr V.P. Singh's 
closest supporters in the key northern state 
of Uttar Pradesh, on what seems a spurious 
murder charge. The arrested Mr Singh was 
Mr Gandhi's campaign manager in his 
home constituency in the 1984 election. His 
defection meant that Mr Gandhi's seat 
might be in danger. And Mr Bhaskar 
Ghose, who in his two years as head of In- 
dia's state-owned television network had 
brought a measure of objectivity to pro- 
grammes, was suddenly moved on—a sign 
that the government might be preparing to 
manipulate television once more. 

What seems to have nudged Mr Gandhi 
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towards an early election was India's text- 
book military intervention against the at- 
tempted coup in the Maldives on November 
3rd. The Indian soldiers who landed in 
Male, the Maldives' capital, did not suffer a 
single casualty in chasing off the would-be 
coup-makers. Their success helped to re- 
store Mr Gandhi's reputation after the fail- 
ure of the Indian peacekeeping force in Sri 
Lanka to disarm the Tamil Tigers. Mean- 
while, the opposition is bogged down in 
organisation problems, and has not pro- 
duced a clear statement of what it stands for. 
Mr Gandhi is unlikely to make up his 
mind before the state election in Tamil 
Nadu in January. Until last January that 
state was ruled by a coalition led by an el- 
derly but still wildly popular film star, Mr M. 
G. Ramachandran. Since the chief minis- 
ter's death his own party has divided into 
four factions. Congress hopes to gain there- 
by in January. If it emerges as the largest sin- 
gle party in the state legislature, an all-India 
election in March will be a near-certainty. 





Japan 


He made tt 


FROM OUR TOKYO CORRESPONDENT 


T IS done at last. The ruling Liberal Dem- 

ocrats rammed a package of six tax bills 
through the lower house of the Japanese 
parliament on November lóth. The bills 
still have to go to the upper house, but it can 
only fiddle with the details. The prime min- 
ister, Mr Noboru Takeshita, had said he was 
staking his political life on tax reform. He 
now has a political future, unless the Recruit 


. ASIA 


Cosmos scandal undoes him. 

[t is considered unseemly in Japan to use 
one's naked parliamentary majority to force 
through lesithicion. At least the veneer of 
consensus is expected. Mr Takeshita risked 
the unseemly. He managed to divide two of 
the smaller opposition parties, Komeito and 
the Democratic Socialists, from the biggest 
one, the Socialists, who had hoped to defeat 
the bills by boycotting parliament. The 
prime minister pushed the matter to a vote. 
The Socialists bovcotted it. Komeito and 
the Democratic Socialists voted against the 
bills, but at least they voted, giving a seme 
blance of inter-party consultation. 

[n return for their “support” Mr 
Takeshita has had to agree to stiffer par- 
liamentary scrutiny of the Recruit scandal, 
in which politicians and their secretaries 
and relatives are accused of unethical share 
dealings. A list of 16 politicians involved (a 
dozen of them from the prime minister's 
Liberal Democratic party) is to be made 
public, and parliament will be able to ques- 
tion key witnesses. However, parliamentary 
investigations tend to strike party attitudes, 
and get nowhere. The public prosecutor's 
office has organised a criminal investigation 
that will unearth any wrongdoing better 
than parliament can. 

Even after passing the lower house, the 
new tax regime is clear only in broad out- 
line. Its main aim is to cut direct taxes, 
which now account for an overbearing 7396 
of tax revenues, and to shift the revenue- 
raising burden to indirect taxation. Japan's 

population is aging fast, and by the end of 
the century there will not be enough taxable 
workers to support the pensions and medi- 
cal care of the elderly without punishingly 
high income taxes. The proposed new 3% 
consumption tax spreads the burden. 

For the moment it is only a light sales 





There's more to come, Takeshita 
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Megadoc electronic data storage system, that can handle up to 60 million A-4 pages in a matter of seconds. 


Parliament House with a communications network capable of handling up to 100 FM stereo radio channels 
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lover ba ng anmone: 


Only the kind that 


_ FROM A CORRESPONDENT IN TOKYO 





AJA chine in Britain or America, and 
the salesman will wonder where you stole 
he money. In Japan he would be 
alarmed if you tried to pay any other way. 
"Years after most rich countries took up 
Cheques and plastic, Japan clings to cash. 
Mugging is practically unknown, and 


. with small fortunes in their pockets. 
The credit-card companies, Japanese 


‘appeal seems to work no better than dis- 
count coupons. An American Express 
‘advertisement shows a proud Japanese 
father and his son admiring the Rockies 
from a train. During his 51 weeks of hard 
work back at home, Dad will find the 
‘card does much less nicely than in North 
“America. Many shops and restaurants 
will not accept them, and railway book- 
ng clerks shunt card-bearers off to the 


Few banks offer cheque | accounts, 


you. a special bag to put the money in, 
nd deliver ir. Even large banks can take 
20 minutes to cash a single yen-denomi- 
nated traveller's cheque, and some banks 


o evidence of identity; Japanese. carry a 
ersonal rubber stamp with their name 


to soften its impact on small business- 
and retailers, who tend to vote Libera! 
ocratic. The taxmen know they wil! 
tually have to turn it into a full value- 
d tax if it is to collect the huge amount 
venue they need. An old joke in Japan is 
parliament passes a law, then the civil 
vants set about writing it. A haggard- 
king Mr Takeshita has not finished with 











A FFER banknotes for a washing-ma-. 


Japanese think little of walking around 


and foreign, are at their wits’ end. Snob - 


nd few customers want them. If you do 
iot pay your gas bill by direct debit from 
our bank account you are expected to . 
do so in cash at the post office. If you. 
miss the deadline the post office will sell _ 


efuse to cash one at all. Signatures are © 


in kanji (Chinese characters). | d 
So there is no real substitute for ready | 
money. Banks contain a kaado koonaa | 
("card corner”) or kuikku robbii (“quick | 
lobby") with cash-dispensing machines | 
that will instantly cough up every yen | 
you have in your account; and most big | 
banks' machines honour the other | 
banks' cards. The corners remain open 
longer than the bank itself but close at 
Tpm on weekdays. At 2 pm on Saturdays 
a syrupy recording of Auld Lang Syne 
warns you that time is up; miss that dead- 
line and you are broke until 9.30 Mon- 
day morning. | 
For this, blame “administrative guid- 
ance" from the Ministry of Finance, - 
meant to protect the many small and in- 
efficient local banks that cannot afford | 
| 


to hook up to the cash-dispensing com- 


puter. This pleases local businesses and 


_ the Liberal Democratic members of par- 


liament who are grateful to such busi- 
nesses. It also gratifies the mighty post- 
office savings bank. Big banks do not 
care about small accounts, The loser, as 
usual, is the Japanese consumer. 

Credit cards may get a boost from an 
unexpected. quarter. In Tokyo hotels re- 
cently a young woman of South-East 
Asian appearance has been persuading 
businessmen to invite her upstairs, - 
where she slips a drug in their drinks and 


collects their wallets when they pass out. 


Her average haul is £3,000. With plastic, 
the hangover might not be so bad. 
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a war that was settled by their acquisition of 
Hongkong in 1842. The colony's opium 
trade is still flourishing, but under a differ- 
ent guise, heroin trafficking. In the past year 
the drug business has shown remarkable 
growth. 

Dealers in Kongkon import heroin 
from the “golden triangle” of Thailand, 
Burma and Laos, and sell it locally or re-ex- 


port it, mainly to America. Prices have- 


fallen, but quantities are rising. This year 
Hongkong's police have seized 250 
kilogrammes of No 4 heroin (92% pure, suit- 
able for export). That is worth $200m on 
the street in America, or $30m in Hong 
kong. In 1987 some 157 kilos were seized, 
and 79 kilos in 1986. Five years ago none at 
all was recovered. 

The improved efficiency of the police is 
one reason for the increase. Bur the experts 
reckon that the trade has expanded too, in 
part because of the opening up of China. 
Hongkong Chinese are bringing large 
amounts of heroin from Burma by way of 
China's western Yunnan province. The bor- 





er point. with Hon kong is often chaotic, 
and it is easy to slip th drugs across. Or the 





— last stage of the journey may be made by 
` junk at night. China threatens drug dealers 


with the death penalty, but the risk of dis- 
covery is slight. 

According to Mr William Sessions, the 
director of America’s FBI, Chinese criminals 
are filling a vacuum in the drug trade left by 
jailed Mafia drug barons. These are Ameri- 


-can Chinese with good contacts in Hong- 
kong. Other Chinese from Hongkong are 


operating in Australia and Canada, where 
plenty of Chinese live. 

In June the Australian police told Hong- 
kong that they had snitfed out an Australian 
and Hongkong-Chinese syndicate that was 


planning to smuggle a large amount of her- 


oin from Hongkong to Australia on a yacht. 
Three Hongkong narcotics officers posing 
as yachtsmen found the gang, arrested three 
drug pushers and found 43 kilos of No * 
oe A faked delivery of heroin in At 


. tralia led to the arrest of 16 people i in Sydney 
. and 14 in Hongkong. 


About ten big drug dealers has been 


-arrested in Hongkong in the past year. The 


Hongkong dealers are middlemen with large 
expenses. Typically they will first pay a con- 
tact ín Bangkok to fix up a deal with a sup- 
plier (maybe the powerful Mr Khun Sha, 
who controls much of the opium grown in 
the region and has offered to sell it all to 
America so that it may be dumped in the 
sea.) Then the dealers have to pay a courier, 
as well as shipping and other costs. 

The wholesale prices they receive are a 
fraction of street values. They may live in 
the small Kowloon flats inhabited by poorer 
people, and often gamble away their money 
in the casinos of Macau and at the horse- 

races in Happy Valley and Shatin. All this, 

and prices are falling. The drug dealers of 
Hongkong tell a sad story, but there's no 
need to pity them. 


HE environment, now a matter 
of great concern in western coun- 
tries, has, it seems, long been given 
priority in North Korea. According 
to the paper People 5 Korea, some 


390 species of birds have been spot- 
ted there lately , 12 more than were 


counted in the 1960s. 

The new visitors include shearwa- 
ters from Australia, night herons 
from Japan and ringed plovers from 
the Arctic. Their choice of North Ko- 
rea, the paper says, “clearly proves 
the validity and vitality of the Work- 


ers’ party s unique policy for the con- 
servation of nature”. 
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HE Free Papua Movement is an appren- 
A. tice among the world's rebels. It has lit- 
le of the panache and none of the resources 
f, say, the Palestinians or the Sri Lankan 
gers. Yet the movement has become a 
word between the two largest powers of the 
outh Pacific, Australia and Indonesia. 
This is the moment to look at the map. 
he island of New Guinea is cut in two by 
at looks like the arbitrary stroke of some- 











3uinea, on the other the Indonesian prov- 
e of Irian Jaya. The people in both halves 
© Melanesian, belonging to the ethnic 


nds to the east. The Free Papua Move- 
nt wants Irian Jaya to become a separate 
ate, run by Melanesians, instead of being a 
ote territory run by Indonesia. 

"There does not seem to be the slightest 
ce of this happening. Indonesia has an 
lock on Irian Jaya and is in the course of 
ioving large numbers of non-Melanesians 
te from overcrowded Java. However, the 
pelessness of the rebels’ cause has not 


pua New Guinea and Indonesia. 

Ihe rebels, who have bases on Papua 
New Guinea’s side of the border, cross into 
onesia, ambushing Indonesian. troops. 


uinea. Last week Papua New Guinea's for- 

ign minister, Mr Michael Somare, went to 

ndonesia to talk to his opposite number, 
r Ali Alatas, about ending the border war. 


e, brief. On his arrival in Jakarta on No- 
ember 6th he on condemned the Free 


y's pencil. On one side is Papua New 


roup that inhabits the Solomons and other 


prevented its causing trouble between Pa- 


ey are then pursued into Papua New © 


: Mr Somare had a difficult, if not impos-. 





Papua Moverüeüt for its opposition to "the 


sovereign government of Indonesia". But 
Mr Somare is fully aware that the rebels 
have the sympathy of the majority of people 


in Papua New Guinea. On other occasions ` 


Mr Somare, who guided Papua New Guinea 


into independence in 1975 and was its first | 
prime minister, has spoken with bitterness 


about Indonesia's acquisition of Irian Jaya. 


The division of New Guinea cannot be | 
blamed on Indonesia. The lines were drawn: .” 
| across the map back in the 1880s, ignoring > 
natural features and tribal boundaries, allo- 
cating one half, now Irian Jaya, to the 


Dutch, and dividing the other between Brit- 


ain and Germany. At about the same time 


the colonial powers were drawing similar 


straight, and misleading, lines across Africa. 
What is held against Indonesia is that in. 
1962 it threatened to invade Irian Jaya un- — 
less the Dutch handed it over. The Dutch. 
had surrendered most of their East Indies. 


empire to General Sukarno's guerrilla army 
back in 1950, but, in a display of conscience, 
they wanted Irian Jaya to become an inde- 
pendent Melanesian state, perhaps eventu- 
ally merging with the other half of the is- 
land, now Papua New Guinea, but then still 
being run by Australia. Instead of this hap- 
pening (which is what the Free Papua Move- 
ment wants now), the Dutch weakly agreed 


to an Indonesian takeover in 1963, which 
had the appearance of respectability by be- 


ing arranged through the United Nations. 
The Free Papua Movement was started 


in the 1970s, but even now some of its 500 - 


or so followers in the remote areas of central 


New Guinea are armed with nothing more 


than bows and artows. Still, arrows can kill. 


The Indonesian troops who came under at- 
tack when they first moved in responded - 


with ferocity: napalming villages that were 


believed to be sheltering rebels, dropping. 
„tribal leaders to their deaths from helicop- 


ters to show who was boss. 
There is said to be less of that now, but 


- the Indonesian army still has a rough reputa- 
tion among the Melanesians. Since. 1984 - 


more than 10,000 Melanesians have crossed 
from Irian Jaya into Papua New Guinea, 


many in flight from Indonesian brutality; — 


others, although not under threat, have 
been persuaded by the Free Papua ‘Move- 


ment that a better life could be had across | 
the border. Most of them have ended up in 


camps run by the United Nations High 
Commissioner for Refugees close to the bor- 


- der. The camps now contain about 7,000 

. Melanesians, the rest having been resettled + 
locally or having returned to Indonesia, vol- 
. untarily says Papua New Guinea. 

is Enter Australia. It has been Papua New =. 


Guinea’s guide, protector and friend since 


that country became independent, and is 


more than pleased that: its. former colony, 


once dismissed as a "stone-age' ' place, has. 
... turned out. to be a sinewy. democracy. The - 
Australians wouldn: tgivea KXXX for any- Da lu 
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thing else. When the border first got trou- 
_blesome, Australian advisers attached to Pa- 
pua New Guinea's army decided the way to 
help their protégé was to send any rebels it 
captured to Indonesia. This was done in 
some cases, and the rebels were almost cer- 
tainly executed. In Indonesian eyes, Austra- 
lia, a friendly neighbour, acted correctly. 
But the Aussies lost the confidence of mar 
people in Papua New Guinea. Supposing It 
donesia invaded, instead of merely sending 
its troops over the border in hot pursuit: 
would Australia fight? Many have doubts. 
On three occasions during its short exis- 
tence Indonesia has shown an unhealthy 
tendency for expansion: in its undeclared 
war against Malaysia in the 1960s, when it 
hoped.to grab Sabah and Sarawak; in its in- 
vasion of the Portuguese colony of East Ti- 
mor in 1975; and in its takeover of Irian 
Jaya. Indonesians are charming and gener- 
ous. Indonesia the country, with a popula- 
tion of 166m, a large army that also runs 
much of the country’s business, and an ex- 
general president who refuses to give up 


~ power, is less than invariably lovable. 


Australia does not see an imminent In- 
donesian invasion of Papua New Guinea. In- 
donesia is a developing country, still getting 

foreign aid, much of it from Australia. Yet 
the famous Dibb defence report of 1986 said 
that Indonesia was the region "from, « 
through, which a military threat to Austra- 
lia could most easily be posed". In such 
thinking the Papua New Guinea border has 
the importance which in the tense days of 
Europe the Rhine once had for Britain. 

... To make this long border a bit less po- 
rous Australia is going to send some more of 
its soldiers to Papua New Guinea, although 
not to hunt for rebels. Its foreign minister, 
Mr Gareth Evans, said this month that an 
engineering unit would be made available to 
build roads and bridges. Meanwhile, Mr 
somare and Mr Alatas have announced that 

-early next year consulates will be set up close 
to the border, at Jayapura in Indonesia and 





. Vanimo in Papua New Guinea. They will 


keep: a watch on border crossings. 

These moves will not end the activities 
of the Free Papua Movement. They are the 
first formal acknowledgement by Indonesia 
and Australia that they had both better be 


H patient ana | selfdisciplined. - 
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AMERICAN SURVEY 


The world moves in 


WASHINGTON, DC 


OREIGN policy, banished from view 
during the election, may be stepping 
back into centre-stage. A promise of this 
came when Mr George Bush, on his first day 
as president-elect, said that Mr Jim Baker, 
his closest political ally, would be his secre- 
tary of state. West Germany's chancellor, 
r Helmut Kohl, and Britain's prime minis- 
, Mrs Margaret Thatcher (see page 68), 
have travelled hot-foot to Washington on 
farewell-and-hail visits. And, a self-invited 
visitor, the Soviet Union's Mr Mikhail 
Gorbachev announced that he too would be 
making tracks to the United States in a cou- 
ple of weeks. 

Protocol-pushers were at pains to say 
that Mr Kohl and Mrs Thatcher had come 
primarily, on long-arranged visits, to say 
goodbye to President Reagan. They both 
managed to spend a fair bit of time with Mr 
Bush, returned from Florida's beaches. Both 
European leaders, among their other bag- 
gage, carried dispatches from their recent 
forays into the Soviet empire. Mr Kohl may 
have won on timing, nipping down from 
New York for the day on Tuesday. But Mrs 
Thatcher, who stayed from Tuesday evening 
until Thursday afternoon, was compensated 
with compliments, banquets and ceremony, 
even a 19-gun salute, only two guns fewer 

ın the. Queen herself. would have 
seived. 

Mr Gorbachev’s decision to speak at the 
United Nations on December 7th, before 
going on to Cuba and Britain, was rather 
less welcome. Mr Reagan and Mr Bush will 
go to New York to see him; they are ex- 
pected to have “a friendly, sociable, general 
conversation”, probably over lunch, possi- 
bly at the Metropolitan Museum of Art. 
Americans are a bit cross with the Russians 
for forcing their hand. During the campaign 
Mr Bush did suggest an early get-acquainted 
meeting with Mr Gorbachev but he subse- 
quently corrected himself to say that what 
he really meant was a substantive summit af- 
ter careful negotiation with both the Rus- 
sians and the NATO allies. Now he will get his 
quickie meeting—and may, after all, be able 
to make something of it. 

Newly elected American presidents 
tend to spend their first precious months— 
when they have their best chance of getting 
things done, and are most likely to leave an 
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indelible imprint on the public mind—on 
their domestic agenda, allowing foreign af- 
fairs to go easy for a time. Their overriding 
hope is for a quick success, though an un- 
predictable world may not oblige: witness 
John Kennedy’s disaster with the Bay of Pigs 
invasion of Cuba. But Mr Bush, say some 
analysts at the Brookings Institution as they 
study the tea leaves, could decide to reverse 
the usual order. He is predisposed towards 
diplomacy. Domestic initiatives are tricky 
because they cost money, because he has 
tied himself down with his campaign pledges 
on revenue, because a sour Congress could 
be waiting to ambush him. 

Mr Gorbachev, on the other hand, is 
beckoning. On the campaign path, Mr Bush 
was leadenly downbeat in assessing where 
the internal changes in the Soviet Union 
might lead. The talk in American foreign- 
policy circles is of new horizons, new oppor- 
tunities, of the Soviet Union struggling out 
of its isolation, of the defeat of Marxism-Le- 
ninism as a challenge and how this trans- 
forms East-West competition. Mr Bush has 
not publicly taken part in this speculation 


Mr Kohl meets the new kids on the block 


and has given no signal, as yet, that he is 
prepared to explore what may be changing 
either in the Soviet Union or in third-world 
countries. He gave Mr Reagan credit for 
Russian-American success in arms-reduc- 
tion while indicating that he, in future, 
might be more sceptical of Russian inten- 
tions. Mr Bush, in fact, has stuck to an unex- 
ceptionable old-fashioned line. But it could 
be updated—and probably will be if Mr 
Bush plans to emerge from his first hundred 
days as the man who can lead America on a 
coherent new foreign-policy path. 

Regional issues are probably too trou- 
blesome, or too marginal, to be candidates 
for a quick or decisive success. Grenadas 
come around once in a lucky blue moon. 
Forget the Middle East. At some point, al- 
most certainly, Mr Bush will have to venture 
in. Cautious acknowledgement by the 
White House that there were "positive ele- 
ments" in the Palestine National Council's 
acceptance of United Nations resolutions 
(see page 47) holds open the possibility of 
some later involvement. But no newly 
elected American president with his wits 
about him is likely to take a quick plunge 
into that shark-infested sea. 

And forget Central America, where Mr 
Bush inherits a particularly unhappy legacy. 
Support for the Nicaraguan contras, which 
came at one time to dominate Mr Reagan's 
foreign policy, leading to the scandal of the 
lran-contra affair, to sterile confrontations 
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AMERICAN SURVEY 


between the administration and Congress, 
and eventually to defeat for the Reagan ap- 
proach, is dead. The cleaning-up process 
goes on. Mr Bush on the campaign trail con- 
tinued to define the region in East-West 
terms. He spoke of supporting anti-commu- 
nists not only in Nicaragua but in Cuba too. 
It remains to be seen how much of this sur- 
vived the transformation from candidate to 
president. 

For the public eye this transformation 
can be graceful. Privately Mr Bush and his 
transition team have, very quickly, to decide 
among themselves what the new administra- 
tion will set out to accomplish in the more 
crisis-ridden corners of the world. The first 
clues for outsiders will come with the nomi- 
nations for assistant secretaries of state. 
Who, for instance, will run African affairs? 
Mr Chester Crocker looks likes rounding 
out his eight years of effort with success on a 
Namibian accord (see page 45). And, more 
controversial, who will succeed Mr Elliott 
Abrams, responsible for Latin America? 


All yours, John 


WASHINGTON, DC 


HE president-elect had not spoken 

but, by mid-week, the American 
press had more or less appointed New 
Hampshire's Governor John Sununu to 
be the new White House chief of staff. If 
this news turns out to be true (it was still 
unconfirmed when The Economist went 
to press), it does not portend well for a 
smoothly run White House. 

Mr Sununu, aged 49, is a man of out- 
standing intelligence, a technocrat, and a 
demanding and competent three-term 
chief who guided his state to prosperity. 
He is not running for governor again 
partly, he says, because he needs more 
money to bring up his family of eight 
children. An assertive conservative who 
likes to extol New Hampshire's anti-tax 
free-enterprise values, he would guard 
Mr Bush's base against right-wing Re- 
publicans angered by the moderate Re- 
publicans around the president-elect. All 
good, so far. 

But Mr Sununu has a blunt manner, 
a short fuse, and is liable to be rude to 
colleagues who disagree with him. He 
had a closed mind in his support for the 
Seabrook nuclear power station. He is 
lacking in the diplomatic skills that are 
needed for the man in charge of the pres- 
ident’s day and the salesman of the presi- 
dent’s programmes. Congressmen, in a 
mood to be offended, are unlikely to take 
kindly to him: he could turn out to have 
more in common with Don Regan than 
with Howard or Jim Baker. He is un- 
versed in Washington’s arcane ways— 








Confirmation by the Senate will not be rou- 
tine if Mr Bush were to pick an Abrams-imi- 
tation (an Abrams-clone would seem impos- 
sible) for inter-American affairs. 

Those Bush-watchers who fear right- 
wing pressure have been greatly reassured 
by the president-elect’s selection of Mr 
Baker as secretary of state. As it happens, 
Mr Baker has revealed almost nothing about 
his views on foreign policy. Comfort comes 
largely from the belief that Mr Baker is too 
sensible and accommodating a fellow (he is 
being forgiven, swiftly, for having run one of 
the shriller presidential campaigns in mod- 
ern American history) to be a zealot; as 
White House chief of staff he did, for practi- 
cal reasons, tone down some of the adminis- 
tration’s Central American feelings. It is 
also believed that Mr Baker, because of his 
long association with Mr Bush, will be first- 
among-equals in the executive pecking or- 
der: he will not allow a defence secretary to 
out-shout him or a national security adviser 
to out-influence him. The State Depart- 





which can be an advantage, but probably 
not for a chief of staff. 

Mr Bush has every reason to be grate- 
ful to Mr Sununu, who helped turn the 
vice-president’s rout in lowa into victory 
in New Hampshire (a fact that may not 
endear him immediately to Mr Robert 
Dole, the Senate minority leader, who 
saw the presidency slip from his grasp in 
New Hampshire). Mr Bush can thank Mr 
Sununu, as much as he can thank any- 
one, for the fact that he is now president- 
elect. But, as every student of the transi- 
tion is pointing out, gratitude for 
campaign services rendered is one of the 
worst possible reasons for appointing a 
man to a key job in the presidential team. 


Sununu: a troubling choice 


ment, despised by conservative Reaganites, 
will regain its professional self-confidence. 

But what, in particular, makes Mr 
Baker, with nearly four active years in the 
Treasury behind him, the right man in the 
right job at the right time is the new inter- 
twining of foreign policy with international 
economics. Trade remains a prime issue. As 
the world’s biggest debtor, the United 
States has reason to deal adroitly with the 
wider problems of international debt. And 
its economic relations with Japan and West- 
ern Europe are now no less important to the 
United States than its political relations 
with the Soviet Union. 





The economy 
A warning from 
Wall Street 


NEW YORK 


R GEORGE BUSH has promised 

Americans a kinder and gentler na- 
tion, but there was nothing kind and gentle 
about the financial markets in the week of 
his victory. The dollar tumbled, leaving it 
nearly 10% lower against the yen than in 
late September, and the Dow Jones indus- 
trial average fell 100 points in a week. The 
world’s moneymen have fired a warning 
shot. The appointment. of Mr Nicholas 
Brady to be secretary of the treasury helps to 
reassure them, but they still want to know 
how Mr Bush intends to reduce the budget 
deficit without an increase in taxes. So, pre- 
sumably, does Mr Alan Greenspan, chair- 
man of the Federal Reserve Board. He told 
the National Economic Commission on No- 
vember 16th that action on the deficit is 
needed promptly. 

Until the budget deficit is tackled Am 
ica’s current-account deficit is unlikely «u 
shrink significantly. The news of a drop in 
the trade deficit to $9.0 billion in September 
from $10.7 billion in August did little to halt 
the dollar’s slide. The total deficit in the first 
nine months of this year was $89 billion, 
down from $114 billion in the same period 
of 1987. On this basis the deficit for the full 
year could fall from $152 billion to $119 bil- 
lion. But the pace of adjustment is fading. In 
the first half of 1988 merchandise exports 
were 30% higher than a year ago; in the six 
months to September exports rose at an an- 
nual rate of less than 1096. Few economists 
expect the visible-trade deficit to shrink by 
much more than $10 billion in 1989. With 
higher interest payments on America's 
mounting foreign debt, this implies virtually 
no reduction at all in the current-account 
deficit. 

Mr Martin Feldstein, one of Mr Bush's 
economic advisers, repeated his view last 


week that the dollar needs to fall a further 
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20% to eliminate Fc deficit. As the 
~~ dollar promptly slid, Mr Bush was quick to 
stance himself from this view. But without 
tion to trim the budget deficit soon, he 
will be defenceless against a tumbling dollar. 

America’s economic recovery is exactly 
six years old this month—already twice as 
old as the average of the previous 30 up- 
swings. But the economic indicators con- 
tinue to give mixed signals about the future 
course of the economy. 

The slowdown in real GNP growth to an 
annual rate of of 2.2% in the third quarter 
from 3.2% in the second quarter, along with 
the 0.1% fall in the index of leading indi- 
cators in September, eased fears that the 
economy was overheating. Unfortunately, 






the slowdown in GNP was for the worst of 


reasons: the growth in consumer spending 
speeded up, while the rate of increase in in- 
vestment halved and net exports fell. 
The employment figures, however, give 
greater cause for concern on inflation. Un- 
employment fell to a 14-year low of 5.396 in 
October, and wages are edging up. Average 
-purly earnings rose 3,896 in the year to Oc- 
..Jber compared with 2.0% in early 1987. 
Further confirmation that the economy re- 
. mains buoyant was the 0.996 jump in retail 
sales in October, following a fall in August 
and September. 

- The discrepancy between the GNP num- 
bers and employment can be partly ex- 
plained by the fact that overall growth rates 
have been depressed by the impact of the 
summer drought on agriculture. But it is the 
pace of activity in the non-farm sector which 
mainly influences the tightness of the labour 

. market. Excluding the impact of the 
= drought, growth would have been almost 
~~ 396 in the third quarter. Industrial produc- 

- tion rose 5.196 in the year to October. 

With the American economy now at full 

:. employment, it can not sustain growth for 
<. long of more than 22% (labour-force 
<. growth plus the underlying rate of increase 
- productivity) without an acceleration in 
flation. Consumer prices rose 4.2% in the 
eptember, less than the rate at the 
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end of last year. But the consumer-price in- 
dex has been held down by the weakness of 
oil prices and the earlier strength of the dol- 
lar. The underlying rate of inflation is al- 
ready 5%. The Federal Reserve is standing 
by to tighten monetary policy if the dollar 
falls further. Three-month money-market 
rates have already risen to their highest level 
for three years. _ 


The Bush administration is going to 
have a tough task reconciling monetary and 
fiscal policy. In order to check inflation, the 
goal of monetary policy will be to keep real. 
GNP growing by no more than 2/96. But to ` 
achieve the goal of fiscal policy—to elimi 
nate the budget deficit—will require strong 
growth, particularly if Mr Bush refuses to. . 
raise taxes. Last August’s budget review of . 
the Office of Management and Budget as- 
sumed steady growth of 334% in each of the. - 
next five years, alongside a slowdown in in- 
flation to 2.0% by 1993—and hence lower. 





nominal interest rates. Even then, the bud- 
get deficit remained above $50 billion in 
1993. If growth is restricted to 242% a year 
revenues will be lower and hence the deficit 
larger. The markets will be watching Mr 
Bush’s lips closely over the next few months. 





The Supreme Court 
Reconsidering 
rights 


WASHINGTON, OC 


64° MOUNT the votes,” suggested Justice 

Harry Blackmun to a group of Ar- 
kansas law students this autumn. The au- 
thor of Roe v Wade, the Supreme Court de- 
cision in 1973 that established a woman’s 
constitutional right to abortion, was point- 
ing to the "very distinct possibility" that the 
court would reverse its ruling during the cur- 
rent term. The Reagan administration has 
wasted no time in putting this possibility to 
the test. In an unusual friend-of-the-court 


- quo, has retired, to be replaced by Ju 


. be heard until the middle of 1989 anc 


‘end of the x 





limit set on the legalisation of abort 
would return decision-making to the st 


would signify. The anti-abortion moveret 





bàn the use of state funds to help a woma 
without money of her own to obtain 
kd This does not mean, howeve 







brief on es lOth, M e Depar | 
Justice urged the court to hear an appe: 
Missouri abortion case which, the 
ment believes, "presents an app 
opportunity" to reconsider the 15-yc 
decision. 

The administration nu but faile 
persuade the court to overrule Roe v V 
three years ago. Since then, Justice | 
Powell, whose vote had preserved the sta 








Anthony Kennedy. Mr Kennedy has 
publicly expressed his views on abortio 
the new boy on the block, he did not 
part in most of the major decisions in 
term that ended this summer). But | 
vote with the conservative wing in : 
one of eight, five-to-four decisions t 
the court on traditional conservativ 
lines. BEND 

The court moves at a stately p 
justices are likely to take a month ót 
decide whether to hear the Missouri case 
which the state is appealing against a lo 
court's ruling that it was unconstitut 
for it to forbid state-financed hospita 
perform abortions. If they do decide to 
the case on, the arguments will proba 










decision may not be handed down: un 


"A reversal of Roe v Wade Or severe 











gislatures. It is not yet certain what t 


is pursuing its vocal crusade at judicial, f 
eral and state levels. Thirty-seven states no 





that all 37 states would, if they could, go 
to ban abortions for women who can 
The issue is sometimes framed i in the cu 
context of saving taxpayers money. 
opinion poll last January by the Hickn 
Maslin organisation showed that. thi 
quarters of registered voters still believe 
abortion should be a private matter fo 
woman, her family and her doctor. B 
growing number of state legislatures a 
that the government, too, should b 
volved in the matter. | 
Without being pressed to do so by 
body, the justices have already decided tà 
view another of their landmark decisio 
1976 ruling on civil rights. Last spring, 
the consternation of some, the cour 
cided by a five-to-four majority that it wo 
reconsider its 12-year-old decision that 
lows minorities to use a 1866 civil-rights. 
to sue for private acts of racial discrimi 
tion. For a hündred years or so, the R 
construction-era law, which laid down t 
"all persons ' should have the same right 
white citizens “to make and pode c 
tracts’, had been applied, if at all, to off 
discrimination. The 1976 decision, wh 
































d er Kod. don Tu 
se of their race, extended the interpreta- 
n of the law to private discrimination, 
nly in hiring. 

Then, in a new case, it was argued that 
aw should be further extended to pro- 
t racial harassment. The justices de- 
led, out of the blue, that they would rule 
t only on racial harassment but would 


Prem 


iginal 1976 decision. They may be regret- 
g this. When the arguments were heard 
month, the pro-revisionists left the jus- 
es a mite irritable. ' ‘If that is all you have, | 
l that is nothing”, said Justice Antonin 
alia, a Reagan appointee and the most 





N the House of Representatives 
convenes in yeas for the 10Ist 
ess, it will look less familiar than the 
it of only six incumbents on November 
night suggest. One defeat, House rules 
‘a host of retirements will mean new 
len-—with new policies and new 
sat the head of at least six important 


he defeat was that of Mr Fernand St 
iin, chairman of the House Banking, 
and Urban Affairs Committee, 
been under a cloud since questions 
se about his pone wealth while in of- 
His Tignes e rep lacement as noue 









rind. By bns Mr Gon- 
ry, if not always effective, popu- 






» take the chance to review the court's 


: Lis EN 


should "not be dec to private acts of 


discrimination. l | 

The Supreme Court can surprise those 
who expect conventional results; its mem- 
bers are superior people, not always predict- 
able. But even judges grow old. The court’s 


most liberal members are also its most el- 


derly. Justice William Brennan is 82, jur 
Thurgood Marshall is 80 and Justice B lack- 
mun turned 80 on November 12th. All 
three kept going during the Reagan years 
but it is accepted that President-elect Bush 
will be making new appointments. However, 
one of the first new replacements could be 
for a relative. youngster. Justice Byron 
White, aged 71, is said to be dreaming of re- 
tirement. 

























list who is not above some old-fashioned 
anti-bank rhetoric and a bit of Fed-bashing 
(he would like to see Congress have more 
control over the Federal Reserve). He has 
also had his controversial moments, as when 
he hit a Republican colleague in 1963 and 
slugged a too-vocal critic in a restaurant in 
1986. 

The most notable retirement is that of 
Mr Peter Rodino, the chairman of the 
House Judiciary Committee. Mr Rodino is 
stepping down from his New Jersey seat (he 
will be replaced there by Mr Donald Payne, 
the state's first black congressman) after 40 
years in Congress. He has chaired the com- 
mittee since 1973, taking over just a year be- 
fore he was required to conduct hearings on 
the possible. impeachment of President 
Nixon, a role in which he acquired fame 
overnight. 

A tough chairman, Mr Rodino. has 


| spent many of the Reagan years s fighting of 





conservatives, whether they were attacking 
abortion or busing, or calling for constitu- 
tional changes to require a balanced budget 
or to allow prayer in schools. He has gener- 

ally been successful, and can be credited or 
discredited, at least in part, with limiting the 
extent of the “Reagan revolution". 

Similar vigour in defence of the status 
quo can be expected of Mr Rodino’s re- 
placement as chairman, Mr Jack Brooks of 
Texas. Mr Brooks, who cultivates a cigar- 


chomping, good ol’ boy image, is slighty less 


liberal than Mr Rodino, but no more likely 
to acquiesce in the conservatives’ plans. He 
has little interest in one of Mr Rodino’s pet 
concerns, antitrust (monopoly) legislation, 
but will be fiercely protective of Congress’s 
rights in relation to the executive and judi- 
cial branches of government: 

In accepting the fae ane T. the Ju- 
diciary Committee, Mr Brooks will have ras 
give up his chairmanship of the Gover) 
ment Operations Committee, which deais 
with government matters, including federal- 
state relations. That job will now go to Mr 
John Conyers of Michigan, who was one of 
only five blacks in Congress when he was 
elected in 1964 (there are now 23). The 
rather acerbic Mr Conyers has had little 
luck at smoothing the path of legislation he 
wishes to see enacted and has a reputation as 
a bit of a rebel. A pro-union enthusiast, he 
has found himself swimming against the tide 
in recent years, favouring, for example, a 
long extension of the federal revenue-shar- 
ing programme with the states at a time 
when Congress was planning to scrap it 
altogether. 

Mr Conyers's promotion will help to 
offset the loss of two other committee chair- 
manships held by blacks. The rules of the 
House limit how long members may chair 
certain committees, so at the end of this year 
Mr Bill Gray of Pennsylvania must give v ^ 
the chair of the House Budget Committe _ 
and Mr Louis Stokes of Ohio must retire as 
head of the Select Committee. on Intelli- 
gence. Mr Gray has done so well at the Bud- 
get Committee that some thought he might 
have been chosen as Mr Michael Dukakis’s 
running-mate. Instead, he stays in Congress, 
being replaced as chairman by the equally 
able Mr Leon Panetta of California. Mr Pa- 
netta would have been chairman in 1985, 
but for the same rule that ends Mr Gray’s 
stewardship. He was, however, appointed to 
help work out with the Senate the details of 
the Gramm-Rudman deficit-reduction act— 
a tribute to his influence in budgetary 

matters.. 

It is not clear who will replace Mr 
Stokes, who has been inconspicuous as head 
of the suitably secretive intelligence commit- 
tee. The next in line is Mr Anthony Beilen- 
son. of California, but, unless changed, the 
rules. would require. him to leave after just 
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When you see how vast and impersonal investment counsellors, we've developed 
the world of investment has become, a wide range of investment vehicles for — 
the only "private" aspect sometimes seems the private client (a selection of carefully 
to be that it's your money at stake. selected funds, our own “cash bonds," = 





On the other hand, the most private an fiduciary accounts, discretionary port- 
personal way of keeping your money is folios, and so on). 

probably to stow it away under the So when you're making your own 
mattress. You've got to strike a balance personal decision, you can also make 
somewhere. And we have. a professional choice. 

Along with our international team of Privately, you'll be glad you did. 
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Sherrerd’s new interna- 
tional follows an invest- 
ment policy which is 
based on principles of 
diversification and 

















valuation to realize max- 


imum long-term total 


returns. Most of its hold-. 


ings will normally be 
selected from the uni- 
verse ofsecurities = . 
represented by Morgan 








Stanley Capital Interna- 


tional Perspective. This 
database represents 
more than 2,300 securi- 
ties listed on various 


Stock exchanges i in 


Europe, the Far East, 
Australia and Canada. 


Morgan Stanley Global 
Securities Services 
(MSGS) offers fully inte- 
grated services, includ- 
ing global custody, in 
support of the institu- 
tional investor. MSGS, 
through its international 
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expert | 






ise and advanced 
roprietary technology, 
has the capability to 
provide these services in 
more than twenty-two 
countries followed by 
Morgan Stanley Capital 
International 
Perspective. 


























































"HERE has been no bull rush to greet Mr 
George Bush. If America's president-elect - 
aad expected the weeks before his inaugura- 
tion to pose no challenge greater than judi- -| 
- ciously choosing which old pals should get 
_ which nice jobs in his administration-to-be, 
he was quickly disabused. Wall Street cele- 
arated his victory by falling 100 points, the 
national money markets by briskly wip- 
- "ing 1096 off the value of the dollar. The inter- 
~~ valbetween now and January 20th is plenty of 
. time for Mr Bush to face his first dollar crisis, 

- even before he has moved into the White House Tn that 
. actually be the best start for his administration s economic 
o policy? 

-oE che dollar really did need to fall gage 10-20%—as 

" dime metican economists, including Mr Bush's former eco- 

nomic adviser Mr Martin Feldstein, believe—it would be best 

if the dive did come quickly. The worst way to start a new 
administration would be to try leaning against an inevitable 
depreciation, either with soothing statements from Mr Bush 
~~ and the leaders of the other main industrial countries, or by 
~~ foreign central banks buying dollars at prices 10% or 20% 

-< above what they will soon be worth. 

That sort of policy would repeat last year’ S muke by the 
: Fane ministers of the Group of Seven (G7) big industrial 
= countries: in pegging the dollar too high.in the months after 
the Louvre Accord they helped to bring on the stockmarket 

ash. Politicians sometimes suppose it is less disruptive to 
















"plot. a middle course between fixing the exchange rate of a 


. currency like the dollar too high and letting it tumble all at 
~ once. They talk of aiming instead for a controlled devalua- 
. tion, with the dollar drifting gently downward over a period 
of months. That sort of strategy has two big drawbacks. 
First, it is difficult. If the markets suspect what is in- 
tended, they will straight away take matters into their own 
hands, overwhelm the best efforts of jawboning and interven- 
.. tion, and compress the gradual fall into the sudden one which 
— governments had pledged themselves to avoid. That is be- 
.. cause investors will not willingly keep dollars which are to be 
‘allowed to depreciate, unless—which is the second draw- 
"back—Awmerican interest rates rise to compensate them for 
. their expected losses. Dearer money is the last thing that the 
«^. debt-stretched American economy can cope with just now. 
>- Ifthe dollar did need to fall, it would therefore be wrong 
. to stop it and pointless to try. But the basic premise is surely 
ed. The dollar no longer "needs" to fall. If the markets 
to do so anyway, they are likely to be PPS 
e economic ; results. 















Financial markets might decide to drive die dallas down 


| Aena are ES ii befuddled about the: future c course of ir 


















































now aie hs more in se in Am 
than a dollar’s worth of yen buys in Japa 
a dollar’s worth of D-marks in Wes 
many. This is the best test of a cur 
competitiveness, and it suggests the dolla 
already undervalued. Why then has Am 
ca's current-account deficit narrowed so sl 
ly since 1986— raising fears that the grow 
burden of foreign debt-interest payme 
may, before long, cause it to widen again 
The answer is that the current-account deficit is th 
between what America spends and what it produces. By its 
a cheaper dollar has no sure effect on this gap, especially in 
economy without spare capacity. À depreciated dollar can 
something smaller, though still very useful: it can cause: 
fall in American demand to lead to lower imports and ig 
exports at a maintained level of total production, rather t 
to a fall in total production. Without that fall in dema 
however, the main effect of a cheaper currency on an & 
omy at full employment is likely to be higher inflation. 
America has already seen its currency fall as far 
"needs" to. It has also seen some slowing of domestic € 
mand, thanks mainly to the effect of Black Monday on tł 
wealth of American consumers. That smallish fall in deman 
explains the smallish reduction in the current-account d 
to date. To squeeze the deficit again, which would be 
requires a fall in demand, not a fall in the dollar. 


Words and deeds 








gardless. This would create a new disequilibrium in cur 
values, which would sooner or later need to be corrected 
another bout of currency volatility; and in the shorter 
(remember the curve), it would probably slow the:img 
ment in America s current-account deficit. 

= The G7’s policymakers happily endorse all this. Ind 
they go one further and draw the right conclusion: Ameri 
government needs to commit itself to trim its budget det 
thereby increasing the country’s savings and easing the p 
sure of domestic demand. This would assure financial 
kets that the gradual adjustment of trade imbalances wil 
tinue without the need for further big movements in in 
rates and exchange rates. This prescription is tiresomel 
miliar. Yet four years after it first won near-universal asser 
is still waiting to be put into effect. The gap between wi 
and deeds is the main reason why the world’s financial t 
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'ecóno o D D UT 
Vill America manage to cut its budget deficit next year? 
at. will happen to American interest rates if it fails? Will 
erica’s G7 partners support the dollar with currency inter- 
ntion, or with lower interest rates of their own? If co-opera- 
yn of that sort fades will Mr Bush prefer to see the dollar 
le or American interest rates rise? Will Mr Alan 
enspan's Federal Reserve agree with the new president's 
ement? What will happen to American interest rates if 
? Only governments can allay the urge to ask such ques- 
s—by what they do as well as by what they say. Until then 


remain. To the extent that this volatility reflects misinfor- 


.PLO's claim to accept Israel should not be dismissed 


-A So said the early Zionists of the place they wanted to 
ake into a Jewish homeland. They exaggerated. In 1918 
bout 700,000 people lived in Palestine, of whom fewer than 
10,000 were Jews. In 1947 more than Im Arabs mingled with 
bout 650,000 Jews. The United Nations said the Jews and 
Arabs should partition the land. The Arabs refused. One year 
ghastly fighting later, the Jews got their part of Palestine, 
lus a bit more. The “Palestinians” have lived statelessly be- 
Ween inverted commas ever since. 

-Those inverted commas will not disappear just because of 
he declaration of independence which the Palestine Libera- 
ion Organisation issued from Algiers on November 15th. 
any Palestinians in the West Bank and Gaza celebrated the 
aginary birth of their putative state behind closed doors, 
er curfew, with Israeli soldiers patrolling the streets out- 
ee page 95). They are a long way from independence. 
after this PLO meeting, the eventual withdrawal of those 
li soldiers from the West Bank and Gaza has started to 
alot more possible. One huge obstacle that had blocked 





the PLO's chairman, Mr Yasser Arafat. | | | 
he roadblock that has gone is the Palestinians’ refusal to 
ider partitioning Palestine between Arab and Jew. The 
has still not recognised Israel and said so plainly. But it 
by accepting United Nations Resolution 242 (and Reso- 
n 338, its junior cousin), have muttered recognition. The 
rity Council passed Resolution 242 in 1967, five months 
srael’s victory in the six-day war. It calls for two things. 
s Israel’s withdrawal from territories occupied during 
ar. The other is acknowledgement of the right of every 
the area to live in peace, within secure and recognised 
aries, free from force or the threat of force. 

e sensible propositions sound underwhelming until 
member that for the first two decades of Israel's life no 














er 5 whatsoever. T ne third decade was not much better. 
en Anwar Sadat made peace with Israel in 1978 Egypt got 


sk of volatility in currency markets and stockmarkets. 





LAND without a people for a people without a land." - 


‘exit has been rolled out of the way by Israel's arch-ene- - 


ould acknowledge its right to live inside any 
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mation and needless uncertainty, it will serve no good market- 
lubricating purpose. 

Mr Bush has already been called upon to give his first 
calm-the-markets press conference. He assured everybody 
that he would stick with present policies; this was not reassur- 
ing. He said that he did not plan to "peg the dollar to any 
existing currency’; that made one pine for the clarity of his 
predecessor. Hints that he might compromise with Congress 
in reducing the budget deficit (higher non-taxes?) were more 
welcome. Yet it is nothing but the present prodigious supply 
of hints, together with an acute shortage of clear action, 
which makes it possible that the dollar might indeed dive be- 


_ fore long, though it should not and need not. 





thrown out of the Arab League and Sadat was later gunned 
down by his own soldiers. Not until 1982 did some other 
Arab states begin to imply that they might just possibly make 
peace with an Israel in its pre-1967 borders. Even that just- 
possible concession had until this week been too much for the 
PLO to stomach. At the previous meeting of its national coun- 
cil last year the decision went clearly against 242. This time it 
went clearly in favour. | | 

With the acceptance of 242 the PLO has now stepped out 
of the world of fantasy and into the world of practical politics. 
It has not gone as far as it should have done. The Palestinian 
National Covenant, which calls for Israel's disappearance, 
has still to be changed. “Terrorism” is renounced, but not the 
right to "struggle" for independence, and who shall define 
those words? Resolution 242 itself is accepted, but with an 
ambiguous addition—the Palestinians' right to self-deter- 
mination—that the original resolution does not contain... 
Still, none of these things obscures the fact that the suprem 
decision-making body of the PLO has more or less said that the 
organisation's aim is no longer to destroy Israel but to create 
an independent Palestine which will live in peace alongside it. 
This is a breakthrough, and deserves to be welcomed as such. 


So what kept you all these years? 
A breakthrough: but terribly late. While Palestinians dith- 
ered, decades of war and terror have stamped a hardness on 
Israel. In 1947 most Zionists, except a passionate minority led 
by Mr Menahem Begin, accepted the partition of Palestine. In 


there. This, as Israel's former foreign minister, Mr- 








Jews have hitherto been history's main victims. 
A score of countries, including India, Pakistan, Turkey 
nd Malaysia, have been quick to recognise the ghostly Pal- 


estinian state. The reaction that matters is America’s. Until 


now the United States has refused to talk to Mr Arafat until 
he accepts Resolutions 242 and 338, recognises Israel and re- 
nounces terrorism. Mr Arafat says he has done those things. 
There can be no question of America recognising a unilat- 


|. erally declared Palestine. What the sharp lawyers in the State 
-.— Department have had to decide is whether America can nev- 


ertheless remove its prohibition on contacts with the PLO. 


~The PLO has much blood on its hands; the man who 













organised the hijacking of the Achille Lauro in 1985 was gig- 
~~ gling in Algiers this week about the old man in a wheelchair 
< his hijackers pushed into the sea. So it is not surprising that 
^^ those sharp Washington lawyers have discovered fatal defi- 


ciencies in the Algiers decisions. If this is America’s last word- 
it is.a pity. Deficiencies there are. Most Israelis are properly 
it icious. - When the neighbour has refused to admit your 


'Born-ag -again Europe 


-.. But what if only one of its two Great Experiments succeeds? 


EMEMBER poor old Europe at the beginning of the 
1980s? It had lost faith in itself. The western half 
groaned about Eurosclerosis; the eastern half steeled itself to 
eternal Brezhnenkodom. How things have changed. By the 
late 1980s—praise be to perestroika, alleluia 1992—Europe 
seems born-again. The question for the 1990s is whether the 
alleluias can keep growing louder, or whether born-again Eu- 
Tope might become torn-again Europe. 
The new Eurozeal is the result of two brave leaps from the 


| dis Western Europe has invented Project 1992, the EEC’s 
. plan to create a single market within the Community bigger 


yan either America’s or Japan's. Communist Europe has 


"produced perestroika, Mr Mikhail Gorbachev's attempted 


revolution i in Russia (and, all Europeans should hope, in Rus- 


: sia's empire too). Few people have stopped to ask: how hap- 


pily do Europe's two Great Experiments sit together? 

If they both come off, the fit is snug. The post-1992 Com- 
munity should be a bigger market for whatever things the 
East can make well enough to export to it. A “restructured” 


Russia should be more open to business with the West. Be- 


yond economics, there is the hope that reform will erode the 
deeper differences between the two halves of Europe: which 


. - means the East may begin to behave more like the West. Eu- 


^"ropeans could then expect fewer restrictions on East-West 


- travel, easier contacts, a freer flow of ideas. Europe would be- 


come a more relaxed place. Prague, Warsaw and some new 
name for St Petersburg could seem European cities again. 
. All this assumes the best: that both Great Experiments 


are successful in the right sense of that word. Forget for the 








- moment that some people's idea of post-1992 "success" is an 


iportfortress. EEC, and that Mr Gorbachev thinks 
roika. will have. VD if it proves. the superiority of 


- selves into a solid—f still quarrelsome— Community. T 


















































existence for 40 years it is right to doubt the sudden 
proffered hand. So put more questions. This coulc 
Arafat's leap towards seriousness. If he falls flat, pow 
revert to those Palestinians who demand nothing le: 
the whole of Palestine; and Iszaelis who believe there. 1 
no compromise will continue to win Israeli elections. ~ 

The truth is that a compromise—the old compromis 
partition—is still available for Jews and Arabs. It will no 
exactly the sort either side wants. If the imaginary Pale 
that declared independence this week is ever to become t 
it will have to be the sort of state that a majority of Isra 
believe they can live with. At a minimum, that will: 
mean demilitarisation and confederation with Jori 
obstacles—the setting of borders, the status of Jerus: 
claims of the Palestinian refugees of 1948—still ha 
removed i in hard jd But the Palestinians have 


d áf ahe PER to the land they consider the 
Now it is Israel's turn. ; 


communism. Presume an open EEC, a partly pluralised Eas 
The two halves of Europe would Do rather compatibk 

Even then, could a marriage work when one partner, ] 
sia, is so outsized? Nothing in the bloody history of Eut 
suggests that it is a part of the world prone to live a 
happy family. The EEC's greatest achievement so far has. t 
to show that Germans, French, British can indeed turn th 


the same on a pan-European scale will be far harder. 


Brace yourselves for a tug-of-peace 


Far likelier than marriage is continued rivalry T 
two sides, and unequal progress of their adventures. 
Great Experiments are happening at the same time, b bu 
different paces. Economics is moving faster in the West, 
zen politics is thawing faster in the East. This could cr 
trouble. For the West, there is the worry about Genscher 
The western countries have long had their democracie 
Gorbachev's “democratisation” is a far more exciting ad 
ture than the EEC's tentative steps towards a blurring | 
tionalisms. West Germans feel the excitement mor 
most. Any thought of a West German drift towards ne 
alarms West Germany's friends in the West.. They 
could lead to a break-up of the western alliance long 
that is safe, if it ever is. 

For Mr Gorbachev, the economic lure Bl 1992 coul 
even more worrying. The EEC, which has already returne 
respectable growth, hopes to have turned itself into a: 
class economic force again by the end of 1992 —when Ru 
at best, will barely be starting to emerge from economic 
wardness. Already. Sweden and Finland worry about b 
left outside the new European market. Austria and Noi 







































es and Czechs would love to join it; otherwise, they might 
: left irredeemably behind. These East Europeans are feeling 
ie tug of 1992 just when Mr Gorbachev may be ready to give 
iem more rope. How close can they get to the West before 
sia tugs back, hard? Superstitious folk cite the rule-of-12 
oint out that the next in the series of big East European 
losions—Hungary in 1956, Czechoslovakia in 1968, Po- 
d in 1980—is due in 1992. 

If success for both 1992 and perestroika is hard enough to 
indle, what about failure? Total failure on both sides is as 
likely as total triumph, but there is a good chance that one 
de's experiment will fare a lot better than the other's. 

The more vulnerable of the two experiments is Mr 
orbachev's. Many restless people—conservative Commu- 
sts, separatist Balts, angry Armenians—are capable, to use 
r Gorbachev's phrase, of "stabbing perestroika in the 
k”, Imagine that the stab came, and reflect on a Europe 
se eastern half was threatened by a post-Gorbachev 
mpdown just when its western half was warming to post- 
2 unity. To East Europeans the East-West divide would 
leeper than ever, and the temptation to make a desper- 
ap for freedom could become unbearable. 1992 would 
be Revolution-in-the-East year. 

he wrong conclusion to draw is that Europe's Great Ex- 
ients are too dangerous to attempt. No: the potential 
's are huge, the alternative is a slump back into sclerosis 


Back to first principles 








JASCAL once apologised for writing a very long letter, 
saying that he had not had time to write a short one. The 
e apology would have been appropriate from Sir Kenneth 
ill, the first chairman of Britain's Securities and Invest- 
; Board (sts). He was the man charged in 1986 with 
g up a complete set of new rules for the City in less 
than most people take to choose their office furniture. 
fforts made him the least popular man in the City of 
don—no bad thing in itself, since the regulated are not 
»posed to like their regulators. This disfavour was both un- 
and not without reason. Sir Ken's wordy work had to be 
ed by the Financial Services Act, a horribly complicated 
e of legislation made more so by 1,000 amendments in 
iament. Bombarded by special interests and haunted by 
tings of a rush of litigation, he opted for a long and fin- 
book of rules. He did not have time to write a short one. 

yat challenge has been taken up by his successor since 
Mr David Walker, formerly a top official at the Bank of 
nd. He will certainly be more popular with the City than 
r Ken. On November 16th Mr Walker proposed a fresh 
ach to the sip’s rules which, if it is accépted, will come 
orce next April. His main innovation is to replace many 
SIB's rules with "principles", general statements of the 
f regulation or of what constitutes acceptable practice. 












ost all Hungarians, 


lighter regulatory touch for the City of London’s professionals 





on both sides. Com 
should be welcomed. Ese CN 

What if Project 1992 makes the East frightened of falling 
further behind in the economic race? Good. Let that encour- 
age communist Europe to move faster towards freer markets 
in an effort to catch up (and don’t let Western Europe make it 
unfairly difficult by erecting an import-fortress EEC). What if 
some westerners bite at the bait of neutralism that Mr 
Gorbachev is dangling? Bearable, so long as clearer-eyed ones 
go on pointing out how much further “democratisation” has 
to go before it becomes democracy. Should the West “help” 
perestroika? Not if “help” means cheap loans for a still largely 
non-market system of prices and management. The East's 
long queues show too much money chasing too few goods, 
and (as in Latin America) the right recipe is not to pump 
more money in. The kindest aid the West can offer is to keep 
on showing Mr Gorbachev that freer markets and politics 
work best. 

The trickiest part of the interaction between 1992 and 
perestroika will be the effect of the two Great Experiments o 
the alliances Europe has known since the second world war. 
Those alliances have kept the peace for longer than any other 
period in Europe's known history, if at a formidable cost of 
cold war, trampled eastern freedoms and, some would argue, 
a loss of European drive. Europe has a chance to keep the 
peace but to bring down its cost. For that, Europeans will 
need a steady head as well as a newly uplifted heart. 


petition between 1992 and perestroika 



















Eventually, Mr Walker wants the siB's whole book to consist 
of about 100 principles. Now, as then, rules will remain at the 
level of the siB's underlings, the five self-regulatory organisa- 
tions (SROs) that look after each broad sector of financial se 
vices—though these, too, will probably be simplified: The 
new approach will make the City’s hybrid regime clearer and, 
almost certainly, easier to administer and to comply with. The 
question is whether it will remain effective. 


Protecting the widow, while not scaring business away 
There has always been an awkward muddle overlying the 
whole idea of producing new rules for finance in Britain. The 
exercise became complicated and controversial because there 
was not one aim, but two. The original goal was to provide 
better protection for ordinary small investors than they got 
from anti-fraud laws and the common law. Investors were to 
be defended against scandals of the recent Barlow Clowes va- 
riety, as well as against slow, systematic rip-offs such as hidden 
commissions or the poor execution of deals. 

That effort coincided, however, with the stock exchange’s 
Big Bang and an associated influx of foreign firms and other 
powerful newcomers. So aim number two was to react to the 
fact that clubby regulation could not cope with a City rp 
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open to international players, and to equip it with as 









YOUR NEW BASE FOR MIDDLE AND FAR EASTERN MARKETS 
Dubai's Jebel Ali Free Zone has now made it easy = No personal income taxes. 


for international companies to set up trading and 
industrial bases easier in the Middle East 


Corporations such as Arco, British Petroleum, Black 

& Decker, McDermott, Halliburton, Union Carbide 

-Tafe Beat. z padv take Avanti < A 

and Shell —— — pues) aovamage of these With superb facilities including an extensive 
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pire) trade freedoms and benefits unique to infrastructure, state-of-the-art communications, 

Jebel All, accommodation, hotels, hospitals, security and 

Just look at these advantages. every modern amenity, this 45 sq. km business 

m 100% foreign ownership opportunity is your new frontier for Middle and Far 
z ; arke 

m Unlimited transfer of profit and capital Eastern markets 


e No import duties/export taxes. 
e No sponsorship restrictions. 
e Unlimited cheap energy. 


m No corporate taxes for a minimum of 15 years To find out about these freedoms contact 


Jebel Ali Free 


Zone Authority 
THE PRIDE OF DUBAI 


Marketing Dept. No. 08, P.O. Box 3258, Dubai, United Arab Emirates, Tel: Jebel Ali 5 
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THE NEW 


MARCO POLO 
BUSINESS CLASS 
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BUILT TO HELP 
THE CORPORATE BODY ARRIVE 
IN BETTER SHAPE 


On July 10th, we invited Mr. Roderick 
Frew, General Manager of an inter- 
national bank on flight CX701] to 
Bangkok to test the New Marco Polo 
Business Class. 

The changes he saw are significant. 

A completely new environment 
with wider, more comfortable seats. 

A new interior designed to create a 
relaxing, business-like atmosphere. And, 
on long haul flights, toot -and leg-rests. 

All these improvements met with his 
approval. But one thing pleased him 
more than anything else. 

The fact that we hadn't changed our 


high standard of service. 


Cathay Pacific gratefully acknowledges the 
participation of Roderick Frew in the testing of 


the New A larco Polo Business Class. 





Arrive in better shape a 


CATHAY PACIFIC. 


CAN YOU SEE 
THE VOICES 
CALLING? 








They're calling 3 


on beams of li 


Thousands of voices on every beam. 
Tens of thousands. Soon even hundreds of 
thousands. As many as we want. Because 
there's almost no end to the number of voices 
you can slip into a light beam — a beam no 
wider than a human hair. 

The beams taking voices through this 
scene— a swamp in the American South — 
were put there by US Sprint, one of America's 
fastest-growing, independent long-distance 
telephone companies. 


America's first nationwide 


digital network 


US Sprint dreamed of building America's 
first and only nationwide digital fiber optic 
telephone network. A network from coast 
to coast and border to border. One that 
would deliver sound so impossibly close, so 
incredibly clear, that no one would believe 
they were talking long distance. 

They made that dream come true. 
And we helped them. We installed all the 
electronic repeaters and switching systems 
in the network link that runs from Houston 
to New Orleans, through the bayous and 
swamps of Louisiana. 


We're Fujitsu 


We're Japan's number one computer 
maker. And we're one of the world's top 


Ld 
FUJITSU 


The global computer & communications company. 








telecommunications makers, with a reputa- 
tion for excellence in fiber optics and digital 
switching systems — and in satellite, sub- 
marine and microwave communications 
systems, and all the advanced semicon- 
ductor components that go into them. 

This combined communications and 
computer experience makes us a leader in 
futuristic voice and data communications 
systems like ISDN. And just right for US 
Sprint. 
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Lightwave equipment for Fujitsu s U405Mb/s 
fiber optic system for US Sprint. With its full line of fiber 
optic systems from 2Mb/s to 810Mb/s, from 30 
channels to 12,096, North American hierarchy or 
CEPT, Fujitsu can give you exactly the digital trans- 
mission capabilities you need 





laste accepted over time. 


The mark of a great Scotch whisky. 
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Ever since a Japanese entrepreneur, Tomomi Iwakura, 
first brought back a bottle of Old Parr on a trip to the West 
a century ago, it has become a leading brand in Asia much favoured 
by those who recognise the taste of a great Scotch whisky. 


Grand 


Old Parr 
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such a short tenure worthwhile. 

The Republicans, too, will lose some se- 
nior House members. Mr Trent Lott, who as 
minority whip was the second-ranking Re- 
publican in the House, was elected to the 
Senate in Mississippi. His likely replacement 
is the pragmatic Mr Richard Cheney of Wy- 
oming, who was President Gerald Ford's 
chief of staff. 

The top Republicans on four commit- 
tees are also leaving: Representatives Del- 
bert Latta of Ohio (Budget), Manuel Lujan 
of New Mexico (Science), Gene Taylor of 
Missouri (Post Office and Civil Service) and 
James Jeffords of Vermont (Education and 
Labour). Their departure (Mr Jeffords ran 
successfully for the Senate) means little out- 
side their party—a testament to the Demo- 
crats’ continued stranglehold on the House. 





Voters' revenge 


WASHINGTON, DC 


HE unpopularity of the insurance in- 

dustry is not confined to California, but 
it is in California that it has boiled over with 
the passage last week of Proposition 103. 
Unlike banks and thrift institutions, insur- 
ance companies are not federally regulated. 
Whether, and how tightly, to regulate their 
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business is left to the state governments, 
which apply a wide variety of standards. 
Regulation in California has so far been 
light and, from the industry's point of view, 
benign. 

Perhaps for that reason, a head of steam 
built up which proved unstoppable last 
week. Private cars account for 34.196, and 
commercial vehicles for another 7.396 of the 
big property and casualty insurance market 
in California. They are, by and large, the un- 
profitable part of the market. The industry 
tried and failed last year to negotiate a non- 
aggression pact with the accident lawyers, 
whose success in inflating the legal costs of 
settling claims the insurers blame for a large 
part of their rising costs. This has led them 
to raise their premiums steeply in recent 
vears. The state legislature tried and failed to 
enact limitations. 

The public, and especially the motoring 
public, became exasperated. Car owners in 
California pay on average $568 a vear for in- 
surance, compared with a national average 
of $441. Some of them have to pay a good 
deal more than the average, depending not 
merely on their driving records, but also on 
where they live. This nourishes the feeling 
that the insurers are high-handed and arbi- 
trary which contributed to their defeat at 
the polls last week. One piece of Proposition 
[03 aims at suppressing, or at least curbing, 
the territorial rating system. 

Altogether the proposition imposes a 





Statesman, diplomat, retiree 


WASHINGTON, DC 


| R MIKE MANSFIELD, who was 
| Senate majority leader through the 
Johnson, Nixon and Ford presidencies, 
announced his retirement this week, at 
the age of 85, as American ambassador in 
Tokyo. The length of his ambassadorship, 
11 vears and 6 months, has been extraor- 
dinary. President Carter sent him to Ja- 
pan when he was 73, and President Rea- 
gan kept him there. Before that Mr 
Mansfield served 34 years in Congress, 24 
of them in the Senate, where he took the 
place of Lyndon Johnson as majority lead- 
er upon Mr Johnson's becoming vice pres- 
ident in 1961. 

Montana, Mr Mansfield’s state, is no 
great power base. He was a miner there, 
and then a history professor, before he en- 
tered Congress during the second world 
war. He has always been the least flamboy- 
ant of politicians: physically spare, eco- 
nomical in speech, unpretentious in man- 
| ner, an unaffectedly austere man upon 
| whom the bits of pomp that go with office 
| have never been seen to make any impres- 
sion at all. 

His acquaintance with the Far East 








started nearly 70 years ago when he served 
as a naval seaman and, soon after, as a ma- 
rine. He went back to China repeatedly, 
before and after the resumption of rela- 
tions. He had an excellent understanding 


of Indochina which the Johnson and 
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complete new regime on car, homeo mers” 
commercial and other property casualty in 
surance; it leaves health and life insurane 
untouched. The new regime has, however 
been placed in suspense by the state Su 
preme Court until it can adjudicate the in 
dustry’s legal challenges to the proposition 
a process that may take some months. Ai 
least nine suits have been brought to over 
turn Proposition 103. Urging the companie 
to "keep their britches on", the state attor 
ney general, who intends to defend the 
proposition against them, is proposing tha 
the suits be consolidated into one case be 
fore the state Supreme Court. Since, as 
general thing, the court does not want to b 
seen overturning the people's will, it seem 
likely that some features of the new regime 
will stand. = 
Clearly the voters (51.1% of them, tha 
is) want insurance to be a regulated indus 
try. The proposition calls for the state insur 
ance commissioner to be an elected official 
instead of an appointed one, and it lay 
down that changes in rates are to require the 
commissioner's approval, to be given onh 
after hearings at which the onus of justif ying 
an increase will rest on the insurance com 
pany. The industry now enjoys various ex- 
emptions from anti-trust law—not to 
rates, but to share data and to agree on risk 
ratings and other procedures. These woulc 
be terminated. " 
The hard lump that sticks in the indus 
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Nixon administrations would have done. 
well to make use of. He maintained a 
friendship with Prince Sihanouk when : 
the prince was quite out of fashion in — 
Washington; if he had been listened to, | 
Cambodia might have been spared de- 
struction. In Tokyo, holding firmly to the — 
principle that the relationship between 
the United States and Japan is the most 
important thing in world politics, he has || 
earned the gratitude of both countries. — 

The European allies regarded Mr 
Mansfield for many years with dread for | 
the action he regularly mounted in the - 
Senate to order severe cuts in the United 
States forces in Europe. He became con- 
vinced in the 1960s that the troops were 
being kept in Europe largely from habit — 
and inertia, and he never modified his. 
view. He never won, either, but he some- 
times gave the establishment a fearful 
fright. In 1971, witnessing the parade of 
past presidents, secretaries of state and de- 
fence, ambassadors, supreme command- 
ers and other high brass that the Nixon - 
administration mustered to fend him off, 
he called it the resurrection of the old 
guard. "Excess, waste, and obsolescence, 
said Mr Mansfield, “are not bargaining | 
chips. They are as an albatross." That 
about sums him up. 
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——try's gizzard is none of these, but the re- 
— quirement that the premiums charged be 
first rolled back to their level of a year ago, 
E and then cut by 2096. It is this that has 
— caused the companies to swear great oaths 
4 that they will depart from California alto- 
£ gether; meanwhile the biggest in the market, 
— State Farm, is trying to forestall the reduc- 
tion by referring all its new applicants to a 
b: special subsidiary which will charge 20% 
—— extra. 

The industry will argue in court that the 
compulsory reduction would amount to 


" confiscation, and is therefore unconstitu- 
F tional. The whole tangle of questions be- 
— longs more properly in the legislature than 
B on the ballot or in the courts, but it is now in 


— the courts that the solution will have to be 
— sought. 















4 < WASHINGTON, DC 


TO RESIDENT REAGAN may be of into 
A the sunset but, for the next few days, he 
- still has life-or-death power over the several 
"dozen bills passed in the last hours of the 
100th Congress. Every two years, between 
_ Congresses, a president can kill any bill he 
— does not like by simply omitting to sign it; 
—this is known as a pocket veto. It cannot be 
— overridden. When Congress is in session, 
F - the rules are much stricter: if the president 

does not sign or veto a bill within ten work- 
À ing days of receiving it, the measure auto- 
— matically becomes law. Even if the president 
—— does veto it, his action can be overridden if 
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| s Another bill bites the dust 
: 44 





A home at last? 





| was apparently scuppered by 
| the fact that it would have 
| involved buying land 
| from 3,000 different 
| owners, of whom a fair 
few might have proved 
ornery. That out- 
weighed the benefits of 
building it around the 5 


| existing Fermilab accel- mY 

| erator, a comparative — | 7 
tiddler. Whatever its @ V^ee 
home, the ssc’s future is 

| not assured. Its lifetime cost 

| of over $10 billion was first 

| smiled upon by a warmer- 


The tunnel 





the 52 mile tunnel 














F IT ever has a home at all, the proton-smashing 
Superconducting Supercollider (ssc)—a monstrous ma- 
| chine even by the inflated scales of particle physics—will 
| livein Texas. Of the seven states shortlisted as hosts, Texas 
and Illinois were always the front runners. The Illinois bid i 







Twenty feet below ground, 
two rings of metal pipe guide 
two particle beams through 


zl 
Interaction halls e" t 


hearted Congress, when there were 43 potential sites. How 
it will fare in harder times, tied only to Texas, time will tell. 









Tunnel cross section 


Thé beams are made 
up of protons. They 
race round the tunnel 
in opposite directions 
within a hair's breadth 
Of the speed of light, 
kept on course by super- x 
conducting magnets 








Collision point in interaction halls 
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The particles smash into each other head first 
Computers sift the debris to provide scientists 
with insights into the structure of matter 
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two-thirds of both chambers of Congress 
vote that way. 

So far this year Mr Reagan has stuffed 
some eight bills, unsigned, into his pocket. 
Congressmen were angriest about the first 
of these, a bill to protect federal workers 
who risk their jobs to expose fraud or 
mismanagement. 

The bill, which made it simpler for an 
employee to prove that he was being 
penalised for blowing a whistle, had been 
passed by 418 votes to nil in the House of 
Representatives and by voice vote in the 
Senate. lt was a bipartisan compromise 
reached after long negotiation between 
Congress and the administration. The spon- 
sors felt it was safe, and so apparently did 
the Office of Management and Budget 
which conducted the negotiations for the 
administration. 

Then Mr Reagan vetoed it, on the ad- 
vice of his new attorney-general, Mr Dick 
Thornburgh. The measure, said the presi- 
dent, would have led to incompetence, giv- 
ing a free hand to phoney whistleblowers. It 
was also, he maintained, unconstitutional. 
The Justice Department, said the attorney- 
general, had always been against the bill (a 
statement that made the Mr Reagan's OMB 
look pretty silly). The sponsors of the whis- 
tle-blower proposal, Republicans and Dem- 
ocrats, said that that they would reintroduce 
the legislation early in the 101st Congress. 

Mr Reagan went on to veto a bill for an 
Indian development finance corporation 
(“an expensive and unnecessary new bu- 
reaucracy"); a loan-prepayment plan for 
small businesses (which “short-changed 
American taxpayers”); and a bill to co-ordi- 
nate the government's nutrition-monitoring 
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efforts ("unnecessary and complex federal 
bureaucracy’’), 

Mr Reagan has also pocket-vetoed a bill 
on children’s television advertising that the 
House of Representatives had passed by 328 
to 78 votes last June, and which the Senate 
passed by voice vote on October 19th. The 
bill cut advertising on children's pro- 
grammes to 12 minutes in the hour, and re- 
quired broadcasters to provide a few educa- 
tional ideas as part of their qualification for 
maintaining their licences. This, said the 
president, "simply cannot be reconciled 
with the freedom of expression secured by 
our constitution.” 

Mr Reagan pocket-vetoed seven bills at 
the end of the 1986 session, including the 
clean water bill, which was promptly reintro 
duced in 1987 and made law over his (ordi- 
nary) veto, 14 bills in 1984 and five in 1982. 
The odd-veto-out was his pocket veto of a 
Salvadorean aid-and-human-rights bill at 
the end of 1983, in the middle of the 98th 
Congress. Congressmen objected to this, ar- 
guing that the power to kill applied only be- 
tween Congresses, not between sessions of 
the same Congress. 

A court of appeals had ruled against Mr 
Richard Nixon when, as president in 1971, 
he pocket-vetoed a popular measure during 
Congress's Christmas recess. Mr Reagan's 
Salvadorean veto went up to the Supreme 
Court. In 1929 the court had ruled that a 
mid-session pocket veto by Calvin Coolidge 
was in order since Congress's four-month 
recesses, then common, were as good as an 
adjournment. But this time, in January 
1987, the justices dodged the issue, deciding 
not to decide. 
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They're marching back to Pretoria 





The peace habit reaches Africa 


HE long-sought double withdrawal in 

southern Africa is now in prospect. In 
Afghanistan Mr Mikhail Gorbachev or- 
dered his embattled army home when it 
failed to impose a communist government 
on the country. In Angola the Cubans have 
defended a left-wing government without 
manifest failure, so disengagement required 
persuasion. After six months of talking, the 
Cubans this week agreed in principle to 
withdraw their 50,000 men from Angola. In 
exchange the South Africans promised to 
pull their troops out of neighbouring Na- 
mibia, which they occupy in defiance of the 
United Nations. 

The deal, signed in Geneva on Novem- 
ber 15th, must now be ratified by the Ango- 
lan, Cuban and South African govern- 
ments. Until that is done the details will be 
secret (and some have still to be worked 
out). But it is a fair guess that the Cubans 
will have left Angola within 30 months of 
ratification, perhaps within two years. Na- 
mibia's transition from South African rule 
to independence will keep to the procedure 
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laid down in the UN Security Council's 
Resolution 435: a ceasefire in the war be- 
tween the South African army and the guer- 
rillas of the South West Africa People's 
Organisation, followed by the release of Na- 
mibian, political prisoners, the return of ref- 
ugees, and finally the election of a constitu- 
ent assembly—all in the space of seven 
months, and supervised by 7,500 UN troops 
and dozens of UN officials. 

The deal reflects, and may accelerate, a 
change of mood in southern Africa. Only a 
vear ago South African troops were advanc- 
ing deep into Angola. Their 
government has long be- 
lieved itself to be the target 
of a "total onslaught" in 
which international com- 
munism played a large part. 
The South Africans con- 
vinced themselves that An- 
gola, with its Cuban sol 
diers and its training camps 
for the guerrillas of the Af- 
rican National Congress, 
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was a main base for that onslaught. This was 
thought tc justify attacks on such bases, and 
refusal to negotiate with the black oppo 
tion at home. l 

The South Africans will now be le- 
prived of the communist part of that argue 
ment. The Cubans are about to go, the Ru 
sians have been disarmingly helpful to the 
peace talks’ American organiser, Mr Che: 
ter Crocker, in getting them to go. In the 

margin of the negotiations, and at academic. 
conferences attended by South Africans, 
Mr Gorbachev's men have been denying 
any intention of bringing apartheid dos É 
by force. South Africa, they say, is compli: 
cated, change will come slowly. 

The planned withdrawal of South Z 
rica from Namibia, in its turn, will encour 
age some of Africa's black rulers to go on 
taking a more flexible look at South Afric: " 
[n nearly a decade in his job President Botha 
had visited no black African country until 
September. Since then he has been wel 
comed in Malawi, Zaire and lvory MR as. 
well as by his cowed neighbours in Moz 
bique. This week's deal may open other 
doors. White South Africans see commu- 
nists and blacks talking politely to their lead- 
ers. A few of them may even start to wonder 
whether a black government in their c m 
country would be so awful after all. A sc 
phisticated minority of whites meets faili 
often with black South African exiles. — 

As South Africa finds its enemies weak- 
ened by the withdrawal of communist influ- 
ence, it will be readier to count the cost o f 
fighting them. The international arms e 
bargo on South Africa has proved fairly ef " 
fective: it cannot modernise its elderly air 
force at a price it can afford. Occupying Na 
mibia has become expensive. South Afric 
has been sending the Namibian puppet gov- 
ernment about $400m a year, and spending 
almost as much on fighting the SWAPO g 
rillas. Since its economy has been hure B 
sanctions and the falling gold price, that sort 
of money matters. b 

If they do pull out of Namibia, th e 
South Africans will be shifting from aggres- 
sive forward defence against their lack 
ruled neighbours to less as 1s 
sertive protection of their 
own borders. An enclave ir 
the middle of Namibia, 
around the port of Walvis 
Bay, is South African by in- 
ternational law. They can 
base troops, warships and 
aircraft there. But they will 
have to leave the bases in 
northern Namibia—nota- 
bly in the Caprivi Strip— 
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NCRITICISED by local journalists, 

many African governments take 
unkindly to independent foreigners. On 
November 7th Somalia's state radio 
called the British Broadcasting Corpora- 
tion a "colonial tool” which “has repeat- 
edly broadcast propaganda and baseless 
reports against third-world countries.” It 
said the BBC's journalists “concoct lies 
and baseless stories formulated to 
weaken the unity and progress of devel- 
oping countries.” Four days later the So- 
malis explained that, by reducing Africa 

to chaos, the BBC hoped to rebuild the 
| British empire: “The BBC's day. 
| 
i 


dream ... was to succeed once again in 
looting at will the abundant natural re- 
sources both on land and at sea in the 
third world, particularly in Africa." 
The Somalis’ real complaint is that 
the Beeb has broadcast interviews with 
| members of the rebel Somali National 
| Movement, whose war in northern So- 
| malia has grown bloodier of late. This 
habit of giving dissidents and rebels a say 
has angered other Africans. In October 
the Ghanaian Times complained that 
the BBC, which has more Ghanaian lis- 
teners than any local station, had been 
paying undue attention to London-based 








| 

_ which have been so handy for making raids 
into Angola, Botswana, Zambia and Zimba- 
- bwe. Since South Africa's domestic policies 
ensure that it never lives entirely happily 
~ with its black neighbours, that could be a 
handicap. 

For geopoliticians, however, the most 
striking result of the Geneva agreement is 
the proposed removal of Cuban soldiers 
from southern Africa. Apartheid makes no 
global claims; Marxism does. Black Africa’s 
slide away from Marxism will now acceler- 
ate. Mozambique has given up its Marxist 
inclinations in all but increasingly implausi- 
_ ble name. Angola is starting to follow the 
— trend. If the civil war in that country can be 
— ended, there are plenty of foreign entrepre- 
= neurs waiting to invest in its minerals; and, 
“at peace, it can easily grow enough food to 
— feed its people. But the departure of the Cu- 
bans will not automatically bring peace. 

— Angola's government may now have to 
— reconsider its refusal to deal with the UNITA 
— guerrillas led by Mr Jonas Savimbi. The 
| South Africans have been sending him 
— weapons through Namibia; that will pre- 
‘sumably have to end. The Americans send 
him guns through Zaire, and have said noth- 
- ing about abandoning him. The strength of 
— Mr Savimbi's following makes it difficult to 
crush him. 
President Eduardo dos Santos of An- 
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Why they hate the Big Bad Beeb 





Ghanaian dissidents. When Mr John 
Tusa, head of the BBC's external services, 
visited Kenya and Uganda last month, 
both governments urged him not to play 
up opposition views. 

Britain's embassies in Africa often re- 
ceive complaints about the BBC. They try 
to explain that, although the Foreign Of- 
fice pays for the BBC's external services, it 
has no say in editorial policy. Since Octo- 
ber, when the British government 
banned BBC interviews with represen- 
tatives of armed groups in Northern Ire- 
land, fewer Africans than ever have been 
convinced of this. 

How, asked the Kenya Times, could 
the British government go on pretending 
that it had no control over the BBC's pol- 
icy of interviewing Kenyan exiles? Hav- 
ing sensibly restricted publicity for Irish 
dissidents, could it not offer similar guid- 
ance to the BBC on the matter of its Ke- 
nya coverage? Uganda's ruling National 
Resistance Army, which did nicely out of 
the BBC during its successful war against 
Mr Milton Obote’s government, is less 
outspoken. Its radio station has also ob- 
served that Britain’s appetite for 
publicising the armed Ugandan opposi- 
tion sits oddly with its policies in Ulster. 































gola publicly maintains his refusal to treat 
with Mr Savimbi. Underneath, something 
may be changing. Last month Mr dos San- 
tos paid a surprising visit to Morocco, whose 
American-trained officials give help to 
Savimbi’s organisation. The going of the 
Cubans could mean not only a slightly more 
relaxed South Africa, but also a more repre- 


sentative government for Angola. 





South Africa 
Caution from a 
curious quarter 


FROM OUR SOUTH AFRICA CORRESPONDENT 


j Bi tiger may not be made of paper, but 
it is keeping its claws sheathed for now. 
South Africa’s far-right Conservative party 
won control of dozens of small towns in the 
municipal elections of October 26th, by ap- 
pealing to many white voters’ fond memo- 
ries of the days when blacks were kept in 
their place. A lot of those voters will be dis- 
appointed that the old "whites only” signs 
are to stay in the store-room for a while yet. 

Newspapers had been busily tracking 
down such notices—they have grown quite 
rare—as a sign of what was to come. But se- 


nior Conservatives, while confirming that 
the party wants racially separate facilities, 
now say that outward signs are not essential. 
The party leader, Mr Andries Treurnicht, 
cautiously advised more than 400 victorious 
members, at a closed meeting in the capital, 
Pretoria, not to act hastily. 

Mr Treurnicht's party has won control 
of several towns that have opened their cen- 
tral business districts to all races. Conserva- 
tive businessmen are not necessarily keen on 
resegregating these areas. Tenants, whatever 
their colour, pay rent; open calls for reseg- 
regation might invite a black consumer boy- 
cott. Anyway, even if the Conservatives 
unanimously wanted the restoration of full- 
blooded apartheid, their town councils' 
powers to bring it about are strictly limited. 
To change the rules covering central busi- 
ness districts they must apply to the central 
government; municipalities cannot reseg- 
regate them on their own. Nor may they anv 
longer order the private owner of a restau 
rant or hotel to exclude black people. 

The law the Conservatives may find 
most useful is the Reservation of Separate 
Amenities act, which empowers local au- 
thorities to provide racially separate and un- 
equal facilities: parks, libraries, swimming 
baths and so on. But even in South Africa it 
is not possible to reimpose apartheid where 
it has never been done away with. The Con- 
servative wins were in small towns, where li- 
braries and parks have never been desegre- 
gated. They did not win in the big cities, 
much of whose municipal apartheid has 
been dismantled; and even in the most lib- 
eral of those cities, Johannesburg, public 





Dust off those signs 
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swimming baths have remained closed to 
blacks. The consolation for keenly segrega- 
tionist Conservatives is that they can at least 
make it harder to change the status quo. 
President Botha has warned the Conser- 
vatives that, by flirting with petty apartheid, 
they could call down upon the country the 
tighter international sanctions that he fears. 
The Conservatives' leaders are sensitive to 
the charge. An atrocity in Pretoria on No- 
vember | 5th is liable to make them more so. 
A white man opened fire on black peo- 








ple going about their lawful business, killing 
six and wounding 14 others. The man 
charged with the act, a former policeman, 
claimed to be a member of the Afrikaner Re- 
sistance Movement (AWB), whose zealots 
brandish a sort of swastika emblem. Some of 
its members are also members of the Con- 
servative party. Mr Treurnicht strives for 
unity among true Afrikaners; he has also 
tried hard to keep his party respectable. But, 
invited to disown the aws, he has so far de- 
clined to do so. 





Palestine 


The birth of a phantom state 


FROM A SPECIAL CORRESPONDENT IN ALGIERS 


OT long ago the word “Palestinian” 

conjured up a variety of unwholesome 
mages: hijacked airliners, murdered Olym- 
pic athletes, schoolchildren taken hostage. 
Today the same word also produces another 
picture: people being beaten and shot by sol- 
diers in the Israeli-occupied West Bank and 
Gaza. This is a result of the intifada, the 
year-long campaign of civil disobedience 
which the Arabs there have been waging 
against the occupation Israel clamped on 
them after the six-day war of 1967. 

In Algiers this week the governing coun- 
cil of the Palestine Liberation Organisation 
was persuaded by its chairman, Mr Yasser 
Arafat, to abandon the two policies which 
have done so much to bring the name of the 
Palestinians into disrepute. A new “political 
programme” adopted by majority vote ap- 
pears to have dropped the PLO's goal of 
eliminating Israel, though some loose ends 
remain uncomfortably visible. The organisa- 
tion also claims to have dropped the terror 
weapon through which that aim has until 
now been so bloodily pursued. 

For Mr Arafat, these changes represent 
a personal triumph. He is one of those Pal- 
estinians who probably believe—certainties 
are rare in the Middle East—that the Jews 
have returned to the Middle East to stay. 
But earlier efforts to tug the PLO towards 
compromise—in 1974 and 1982—split the 
movement. This time the hardliners, nota- 
bly Dr George Habash's Popular Front for 
the Liberation of Palestine, agreed to abide 
by the majority vote. Dr Habash suffered a 
stroke in 1980. The old terrorist shuffled 
into the conference centre leaning on a 
cane, a man whose time and cause seem to 
be waning. He does not recognise Israel and 
probably never will. Yet he has agreed to 
stay inside the PLO to give the other side of 
the organisation a chance. 

Mr Arafat himself still dresses like a 
guerrilla: in kefftyah, combat fatigues and 
pistol. He is not going to put on a Marks and 
Spencer suit just yet. Nor, it seems, can a 
national movement that has spent years 
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steeped in the slogans of revolution change 
its revolutionary ways overnight. To dis- 
guise the large concession it has just made to 
[srael, the PLO coupled its new political pro- 
gramme with a brilliant piece of theatre, by 
declaring the independence of a still unborn 
State of Palestine. 

The declaration, curiously similar to Is- 
rael's declaration of independence 40 years 
ago (see box on next page), was read out by 
Mr Arafat at a flag-raising ceremony on the 
morning of November 15th. At dusk a copy 


LA 


HE Palestinians who became notionally independent this week are a hard lot to 
count or define, so the numbers above are guesses. Historians do not know how 
many Arabs fled from Palestine in 1948, although 700,000 is probably a fair estimate. 
| King Hussein says those who live on the East Bank of the river are Jordanian citizens. 
The Arabs in pre-1967 Israel are citizens of Israel. Elsewhere, the Palestine Liberation 
Organisation inflates the numbers; others deflate them. 
In Iraq, for example, estimates of the Palestinian population range between 20,000 
and 95,000. In other places about 750,000 still live in the supposedly temporary refu- 
gee camps set up for them in 1948, where the memory of the places they left is kept 
assiduously alive. Others have settled successfully in distant lands. Wherever they live, 
most care about being Palestinian and support Mr Yasser Arafat. Like the Jews, not all 
of them would migrate to an independent homeland if one were formed. 





















of the declaration, sent by facsimile to Jeru- — 
salem, was read solemnly to a small group of ` 
Palestinians in front of the El Aqsa mosque 

on what the Israelis call Temple Mount. AF - 
most immediately the new state, which has - 
neither borders nor government, was - 
recognised by a score of countries, including ` 
India, Pakistan, Turkey, Nicaragua and Ma- 

laysia. Britain called the declaration "premae ` 
ture", The United States said it op 
unilateral attempts—by either side—to 
change the status of the occupied territories; 


I mean what I almost say 


According to Mr Arafat, the new pro- 
gramme adopted in Algiers contains all the 
elements of “moderation, flexibility and re- 
alism" which the West—and particularly 
the United States—have been demanding 
of the pLo. But Mr Arafat is a master of 
equivocation. The Americans wanted the 
Palestinians to accept the UN Security Coun- 
cil’s Resolution 242, recognise Israel, and re- 
nounce terrorism. The national council 
managed to do all of those things while do- 
ing none of them entirely plainly. 

Israel, for example, is not recognised by 
name, its recognition merely implied by ac- ` 
ceptance of Resolution 242, which refers to 
the right of “every state in the area" to live 
in peace. Nor is 242 accepted without quali- 
fication. Whereas the original resolution re- 
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| There d queer symmetry in the Israeli-Palestinian battle of wills. 


Take t extracts from the Israeli declaration of independence, 
read out in Tel Aviv in May 1948, and from the Palestinian i 
sued this week in Algiers: 


"ru Land of Israel was the birthplace of the Jewish people. Here their spiritual, 
| religious and political identity was shaped. Here they first attained to state- 


hood, created cultural values of national and universal significance and gave to the 
world the eternal Book of Books.” 


"Palestine, the land of three monotheistic faiths, is where the Palestinian Arab people 
was born, on which it grew, developed and excelled. ” 


"After being forcibly exiled from their land, the people kept faith with it throughout 
their dispersion and never ceased to pray and hope for their return to it and for the 
restoration in it of their political freedom.” 


"In Palestine and on its perimeters, in exile distant and near, the Palestinian Arab 
people never faltered and never abandoned its conviction in its rights of return and 


ce. 


one, 18S- 


“The State of Israel will be open for Jewish immigration and for the ingathering of the 
exiles; it will foster the development of the country for the benefit of all its inhabitants; 
it will be based on freedom, justice and peace . . . it will ensure complete equality of 
social and political rights to all its inhabitants irrespective of religion, race or sex.” 


“The State of Palestine is the state of Palestinians wherever they may be . . . In it will 
be safeguarded their political and religious convictions and their human 













— ferred to the Palestinians as refugees, the 
— PLO insists on their right to "self-determina- 
— tion”, and on acceptance of other resolu- 
tions "relevant to the Palestine question”. 
- One such resolution, Israelis loudly com- 
| plain, equates Zionism with racism. 
__ The national council renounced terror- 
- ism “in all its forms" (including "state ter- 
- rorism", by which it presumably means 
- what Israel does). But the PLO retains its 
“Tight to “resist foreign occupation" and 
_ "struggle for independence", which would 
_ seem to give a variety of thugs a way to jus- 
- tify their murders. Mr Arafat's “Cairo dec- 
— laration” of 1985, in which he said the Pal- 
estinians would in future confine acts of 
_ violence to Israel and Israeli-occupied terri- 
—— tory, has for the first time been incorporated 
in the council's programme. 
— The Americans have conceded that all 
this is an improvement on previous PLO po- 
—sitions. Apparently it is still not good 
— enough. On November 16th the State De- 
_ partment said of the organisation's appar- 
- ent renunciation of terrorism: "perfor- 
mance is what counts". It also ruled out 
- direct contact between the United States 
A and the PLO until the recognition of Israel is 
- made “clear and unambiguous”. Implied or 
indirect recognition would not do the trick. 
— Israel, too, has been quick to pounce on ev- 
ery ambiguity. The Labour party's leader, 
Mr Shimon Peres, branded the declaration 
of independence "another attempt to avoid 
the need to make unequivocal decisions." 
Israel's reaction was predictable, the 
Americans' less so. In PLO eyes accepting 
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dignity . . . Governance will be based on principles of social justice, equality and non- 
discrimination . . . on grounds of race, religion, colour or sex . . . "' 







Resolution 242, even in its modified form, 
was a great concession. Mr Nabeel Shaath, 
who chaired the political committee, said 
that for most Palestinians 242 was still “a 
stinking pill." They swallowed it. Another 
concession was the inclusion, in the PLO's 
new political programme, of a paragraph re- 
iterating the "special relationship" between 
Palestine and Jordan and promising that fu- 
ture links between them will be "based on 
confederal foundations". Not even Israel's 
Labour party has said it can accept an inde- 
pendent Palestine in the West Bank and 
Gaza: a Palestine confederated with Jordan 
is its maximum concession. The paragraph 
is a hint that the PLO believes that some such 
deal might one day be possible. 

Mr Arafat plans to cap his success in Al- 
giers by flying on to the United Nations in 
New York. If the Americans give him a visa, 
he will explain the PLO's new policies to the 
General Assembly on December Ist. Before 
then, many people will be doing their best to 
discredit him. That does not mean Israelis 
only. President Hafez Assad of Syria is 
greatly displeased with the new Mr Arafat. 
So are the Palestinians Syria sponsors— 
such as the murderous Messrs Ahmed Jibril 
and Abu Nidal—whose terror gangs were 
not present in Algiers. More than ever, 
these people will treat Mr Arafat as a traitor 
to the cause. The first time Mr Arafat went 
to the United Nations, in 1974, he said he 
was carrying a gun and an olive branch. 
Now he says he has put away the gun. He 
had better pack a bulletproof vest instead. 











Join my dance 


FROM OUR ISRAEL CORRESPONDENT 


ESSRS Yitzhak Shamir and Shimon 

Peres, leaders respectively of Israel's 
Likud and Labour parties, are not on good 
terms. Four frustrating years of unwilling 
partnership in a “national unity" govern- 
ment have made them anxious to avoid each 
other's company if they possibly can. Yet 
the messy result of the election on Novem- 
ber Ist means that they may decide in the 
end to team up again, although on a much 
less equal basis than before. 

On November l4th President Haim 
Herzog formally asked Mr Shamir to form a 
new government. Two ultra-orthodox par- 
ties, Shas and Agudat Yisrael, had been wa- 
vering between Labour and Likud. When 
they chose Likud, having extracted the ay 
propriate promises in return, Mr Shamir 
had the backing of 63 members of the 120- 
member Knesset. He now has six weeks to 
put together his coalition, which will also in- 
clude three small secular parties of the right. 

It will not be a smooth six weeks. The 
religious parties which back Mr Shamir's 
claim to the prime ministership are causing 
him double trouble. Giving in to their de- 
mands may alienate Likud's own chiefly sec- 
ular supporters, who want a tough line on 
the Arab question but enjoy a good game of 
football on the sabbath. And American Jews 
are outraged by the religious parties’ pro- 
posal to amend the definition of a Jew in a 
way which would make it hard for some of 
them to become Israeli citizens. 

There is also tension within Likud itself. 
Mr Shamir's senior colleagues like each 
other no more than he likes Mr Peres. Mr 
Ariel Sharon, the architect of the 1982 Leb- 
anon war, wants the defence ministry. H- 
has been arguing with characteristic vigou 
that only he can crush the Palestinian upris- 


Wanted: a government, or two . 
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But only 220 Leading Hotels; 





Around the world 220 hotels provide the service, 











decor, and attention to detail which qualify them as 


“Leading Hotels of the World.” Here are just a few: 
Claridge’s in London, The Gleneagles Hotel in 


Gleneagles, and The Berkeley Court Hotel in Dublin. 


For reservations or to receive a complimentary 
copy of the 152-page, worldwide Leading ! lotels | 
Directory; call 0 800-181-123 toll free. Or write to: The | 
Leading Hotels of the World, 15 New Bridge Street, 


London EC4V 6AU, England. 
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Both funds are share classes of the Guinness Flight 
Global Strategy Fund and are quoted on the Interna- 


tional Stock Exchange, London 


AND POTENTIAL 


ith real returns on international bonds histoncally 

high, and with leading industrial nations com- 
mitted to using interest rates as a weapon to damp 
down inflation, the outlook for international bond 
funds remains excellent — whether you are bullish or 
bearish on equities. Two of our funds that merit your 
particular consideration, combining excellent recent 
performance with continuing good potential, are 













The 


fund invests in a 


Management charges are below average and the minimum investment in each fund ts 


£2,000 (or equivalent). 


Guinness Flight is a leading offshore fund management company with total funds 
under management of US $1.5 billion at 31.10.88. 


Investors are reminded that as a con- 
sequence of the general nature of 
the investments held and of possible 
exchange and interest rate fluctuations, 
the value of their shares and the yield 
from them may go down as well as up 
and that past performance is no guide to 
the future. Also deduction of the Fund's 
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initial charge (where applicable) means 
that if an investor withdraws from the 
investment in the short term he may not 
get back the amount he has invested. 

tOffer to bid basis in US Dollars, gross 
dividends reinvested, initial charges 


excluded. Source: Managers' published 
daily price. 
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GLOBAL BOND FUND 
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Total return since launch 27.12.85; +72.8%? 
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Hong Kong works 


For detailed information about Off-Shore Manufacturing in 
Hong Kong. contact the following Hong Kong Government 
Industrial Promotion Offices: 


London Fax: 01-493- 1964 Tel: 01-499-9821 
Tokyo Fax: 03-446-8126 Tel: 03-446-8111 
Brussels Fax: 02-640-66-55 Tel: 02-648-39-66 
New York Fax: 212-974-3209 Tel: 212-265-7232 
San Francisco Fax: 415-421-0646 Tel: 415-956-4560 
Hong Kong Fax: (852) 3-694633 Tel: (852) 3-7222434 


One Stop Unit, 14/F., Ocean Centre, 
5 Canton Road, Kowloon, Hong Kong 
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INTERNATIONAL 


ing. Mr Shamir would prefer Mr Moshe 
Arens, the quiet and loyal American-born 
aeronautical engineeer who took over from 
Mr Sharon after the Lebanon war. 

The deputy prime minister, Mr David 
Levy, thinks he should be given the foreign 
ministry (although some people want Mr 
Sharon to be given it, if only to keep his 
hands off the army). For the finance minis- 
try there are at least two powerful contend- 
ers, Mr Yitzhak Modai and the incumbent, 
Mr Moshe Nissim. The ministries of hous- 
ing and the interior have already been 
promised to members of Shas, and the Na- 
tional Religious party is insisting on getting 
the education ministry. 

No wonder Mr Shamir has cocked a 


‘Weary eye towards Labour. He says Labour 
should consider joining his government in 
order to “help meet the severe diplomatic, 


military and economic challenges that lie 
ahead”. The PLO's declaration of indepen- 
dence in Algiers could be about to cause 
some difficulties for Israel. That could create 
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a temporary bond between Labour and 
Likud. But Mr Shamir has not said whether 
he will give Labour an equal number of min- 
isterial jobs. And rotating the premiership 
and the foreign ministry, as Labour and 
Likud did after the deadlocked election of 
1984, is not on offer this time. 

The obvious gain for Labour would be 
the chance to keep the party's Mr Yitzhak 
Rabin in the defence ministry. That would 
ensure continuity and keep Mr Sharon out 
of the job. Coming back into government 
may not give Labour much else. Mr Peres's 
commitment to an international peace con- 
ference to solve the Arab-Israeli conflict 
means that Likud will not have him back in 
the foreign ministry. The finance ministry 
might be his consolation prize. It would help 
Mr Peres to bail out some of the troubled 
state-run firms which employ many Labour 
voters. But Mr Uzi Baram, Labour's secre- 
tary-general, opposes staying on in govern- 
ment. He and many others would prefer La- 
bour to go into vigorous opposition. 





Brazil's elections 


— FROM OUR BRAZIL CORRESPONDENT 
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_ The steel-wor 


HREE years of civilian rule have left 

Brazilians thoroughly disenchanted. 
The municipal elections of November 15th 
offered them the chance to send a message 
of protest to President José Sarney and the 
majority. Brazilian Democratic Movement 
party (PMDB). But the country's 70m-odd 
voters went much further, as if warming up 
for next November's presidential election, 
which will be the first by direct vote since 
1960. Their swing to the left was more than 


^a warning. It suggested a trend that does not 
A augur well for Brazil's democracy. 


The PMDB took a drubbing, blamed for 
many misdeeds. Inflation is close to 90096 


50 


kers defied the army, and paid the price 


The people fire a warning shot 


this year. Living standards are crumbling. 
Mr Sarney became president by the accident 
of a better man's death, and his only policy 
seems to be to keep the job for as long as he 
can. The party has no particular ideology. It 
ied the opposition to military rule between 
1964 and 1985, and on that record swept 
the mid-term election two years ago. This 
time it held on to very little outside the 
north-eastern cities that have long been con- 
servative strongholds. Short of an economic 
miracle, the party's likely presidential candi- 
date, Mr Ulysses Guimaraes, will be an also- 
ran next year. 

There was a huge turn-out for two par- 









ties on the left; the Workers' party (PT), led 
by the labour leader Mr Luis Inacio "Lula" 
da Silva, and Mr Leonel Brizola's Demo- 
cratic Labour party (PTD). The pt’s mayoral 
candidate, Miss Luiza Erundina, won in Sao 
Paulo, Brazil's largest city. For the PTD, Mr 
Marcello Alencar won in Rio de Janeiro. 
Both party leaders have presidential ambi- 
tions. If they were to join forces, as some 
conceive, they would be unstoppable—ex- 
cept by the armed forces. 

In fact the army did its bit to help the 
left win votes, by killing three striking work- 
ers at the huge steel complex of Volta Re- 
donda near Rio de Janeiro only six days be- 
fore the vote. President Sarney has relied 
heavily on military support to survive the 
past two years of economic troubles. But a 
new constitution, introduced five weeks 
ago, enshrined the right to strike. It was no 
surprise that the army reasserted its right to 
intervene in favour of law and order. The 
steel-workers’ deaths provoked a backlasl 
from many Brazilians who believe more in 
democracy than in socialism. 

The danger is that Brazilians will fly to 
extremes. The details of voting in more than 
4,300 municipalities will not be known for 
some days; but preliminary returns con- 
firmed the exit polls, which showed the left 
advancing in most major cities. The Work- 
ers’ party won in Porto Alegre and Vitoria 
as well as Sao Paulo. Democratic Labour 
took Curitiba along with Rio de Janeiro. A 
new Social Democratic party, a leftist split 
from the ruling party, won in Belo Hori- 
zonte, Brazil's third largest city. Left-wing 
candidates ran strongly in second place in 
several state capitals where their parties had 
never done well before. 

So discredited is the ruling party that 
groups once allied to the military regime, 
such as the Democratic Social party and the 
Liberal Front, re-emerged in many areas as 
the main conservative flag-bearers. But the 
did not do well enough to suggest that the 
could stop the left next year. Rather, in a 
country that tends to vote for people rather 
than ideas, the rights last defence appears 
to be the outgoing mayor of Sao Paulo, a for- 
mer president, Mr Janio Quadros. Until re- 
cently he was insisting that he was not a can- 
didate. On November 15th he allowed that 
he might run "in case of national tumult or 
threats to democracy.” 

A year or more of intense political un- 
certainty lies ahead. President Sarney, iso- 
lated in his palace of Planalto in Brasilia and 
increasingly ignored by people and politi- 
cians, could still adopt economic policies to 
curb inflation and forestall chaos next year. 
But his instinct is to hesitate and his govern- 
ment is weak. He is not the man to drag Bra- 
zil towards full democracy. The armed forces 
are already bracing to be called on—by poli- 
ticians of the right, of course—to guarantee 
Brazil's stability and progress. 
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One day in Hungary democracy may squeeze through 


The slow march to freedom 


No East European country has yet jumped the abyss between one-party 
politics and democracy. Some have started to open up the one-party idea 


UNGARY last week seemed on the 

point of declaring itself ready to take a 
great leap, and then shuffled back from the 
edge with excuses about why it would not be 
jumping just yet. The justice minister, Mr 
Kalman Kulcsar, announced on November 
lOth that an imminent law on the right of 
association would allow Hungarians to form 
political parties, and that in passing the law 
parliament was about to "recognise the pos- 
sibility of a multi-party system in Hungary”. 
So is there to be something closer to democ- 
racy on the Danube? Well, maybe, but not 
yet, Mr Kulcsar and his colleagues quickly 
explained. Despite the new law, it would not 
actually be possible to set up alternatives to 
the communist party until another law, ex- 
pected by 1990 as part of a revised constitu- 
tion, made clear exactly what role other par- 
ties could play. 

Democracy is not on offer in Hungary, 
but it is at least on the agenda for discussion, 
which is in itself a remarkable development 
for the one-party world. The example of 
glasnost in Russia has stretched the limits of 
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debate in Eastern Europe. Many East Euro- 
peans are pressing to find out how far re- 
form can now go. Hungary and Poland are 
in their different ways the clear leaders in 
this testing of limits. 

The pluralism emerging in Eastern Eu- 
rope comes in two forms: official and unof- 
ficial. The official variety covers the ways in 
which the ruling party has relaxed its pris- 
tine monopoly of power—for example, by 
opening the (still one-party) press to freer 
discussion, or offering some choice (of party- 
approved candidates) at election time. "Un- 
official pluralism” describes the erosion of 
the party's monopoly which is happening 
despite the party's wishes: through opposi- 
tion groups, underground publications, the 
churches, émigré activists, street demos. 

Hungary and Poland are the leaders at 
both sorts of pluralism. Their official presses 
are Eastern Europe's liveliest. Voters are 
given a choice at elections, albeit a very lim- 
ited one between officially approved candi- 
dates. Poland has two legal parties besides 
the communist one: the Democratic party 


and the United Peasants’ party, both of 
which showed some independence during 
the heady days of 1980-81, though they have 
now been put back into the straitjacket. 
Hungary's party-controlled umbrella group, 
the Patriotic People's Front, became a pow- 
erful pusher for reform under the skilful re- 
cent leadership of Mr Imre Pozsgay. 

But it is mostly through “unofficial plu- 
ralism”’ that the pressure for limit-testing 
change is felt. The party led by General 


Jaruzelski has a monopoly on only the for 


mal levers of power in Poland. In practice it 
has to make allowance for the clout of the 
Catholic church, of the banned but still 
kicking Solidarity trade union movement, 
and of influential intellectuals. Polish poli- 
tics have been further enlivened by the re- 
emergence of unauthorised parties on both 
left (the Polish Socialist party) and right (the 
Confederation of Independent Poland). 

Opposition in Hungary is no longer 
confined to a small band of dissidents. 
There too several parties-in-waiting have 
sprung up. The strongest is the Democratic 
Forum, a populist group which has gathered 
support partly through speaking up for the 
unhappy Hungarian minority in Romania; 
Hungary has also sprouted a strong Green 
lobby and, in recent months, a number of 
groups—including a youth league and two 
independent trade unions—which compete 
with party-approved organisations. As in 
Poland, the would-be parties tend to claim 
roots in pre-communist days. 

The big question in both countries 1s 
how much “unofficial pluralism” the ruling 
parties will be prepared to convert into the 
official sort. General Jaruzelski has been 
looking at ways of formally involving the big 
non-communist lobbies in political deci- 
sions. But because he is not yet ready to 
unban Solidarity, the proposed round-table 
talks with Mr Lech Walesa and others have 
been delayed, and may never start. Hunga- 
ry's soon-to-be-approved law on association 
will allow a lot of unofficial groups to be 
legalised. But, as this month's confusion 
over the future of multi-party politics suge 
gests, the argument over how far "official 
pluralism” can go is only just beginning. 

There is one big difference berween the 
erosion of one-partydom in Hungary and 
Poland: the strengths of their respective 
communist parties. Poland's is deeply dise 
credited and knows that much of the oppo 
sition seeks not coexistence with but aboli- 
tion of communist rule. The party has little 
room for manoeuvre, and change in Poland 
is likelier to be explosive than smooth. 

Hungary's communists still believe they 
can control a move towards democracy. 
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FROM OUR SPECIAL CORRESPONDENT IN DUBLIN © 





































EING a Protestant leaves an Irishman 
with a difficult heritage. Politics in 
5 fend is based on a myth that the au- 
^ thentic Irishman is Gaelic and Catholic 
-by descent. The Catholic church attempts 
¿to enforce an idea that Irish ethics is the 
~same thing as Catholic doctrine. Even 
abroad the Protestant is not quite 
Irish. Protestant Irish achieve- 
ments, especially in America, have 
seen absorbed by the Anglo-Sax- 
ons. Only the Catholics were, and 
are, identified with their homeland. 
ndrew Jackson, Woodrow Wilson 
and at least nine other American 
presidents were of Irish Protestant 
ock. But who calls them Irish- 
merican presidents? 

` This is the sott of awkwardness 
faced by Ireland’s most illustrious 
otestant foundation: Trinity Col- 

ge, Dublin. Trinity is getting 
'eady to celebrate its 400th anni- 
rersary in 1992 and, in the way of 
icademic anniversaries, is looking 
or money. As the Presbyterian provost, 
e admirable and deeply Irish Mr Wil- 
iam Watts, travels abroad on his fund- 
raising tours, he represents a university 








Catholic. Yet the historic roll-call of grad- 
"uates is overwhelmingly Protestant: 
mong them are Jonathan Swift, the phi- 
osopher Bishop Berkeley, Oliver Gold- 
mith, Edmund Burke (a Protestant, 
hough his mother was Catholic), the 
) laywright Mr Samuel Beckett (one of 
rinity's two Nobel prize winners: the 
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e of them, indeed, are impressive cam- 
ners for it. ‘Still, the move seems fated to 
ceedingly cautious. The new constitu- 
; expected to drop talk of the commu- 
"leading role” but to insist that all 
s accept the "primary role of social- 
If socialism means what the commu- 
mean by it, that would leave the range 
rmissible opposition pretty narrow. It 
id be a Hungarian attempt to sidle 
er than leap across the divide between 
party politics and the multi-party sort; 
sidling across chasms seldom works. — 
ill, Poland and Hungary have done 
than any other country of Eastern Eu- 
top Bulgarian recently quipped that 
arians didn't have a word for “plural- 
He was right. Romania is an example 
-party (or in this case one-family) dic- 
ship at its worst. Any signs of opposi- 
are swiftly suppressed. 

Jnlike those two Balkan countries, 
hoslovakia has a strong tradition of de- 








Proud to be Irish. -— 


whose undergraduates are now 8096. 


ber, mumbled last week that “ 
‘jon, it is not a matter of the distant future, 


e is Mr Ernest Walton, who helped 
split the atom), the scientist William 
Rowan Hamilton, and the editor of this 
newspaper. 

Trinity was founded by Elitabetl Lin 
1592 to stop the sons of the aristocracy 
going abroad for their education. Univer- 








sities in TANN ai Siu gave dien Pop 
ish ideas, and she was trying to subdue the 
Gaelic and old Norman families who re- 
fused to become Protestant; The univer- 
sity became a symbol of Ireland’s Protes- 
tant establishment, and, although Catho- 
lics were admitted for degrees in 1793, 
until the 1970s the Catholic bishops for- 
bade them to enroll. That did not stop a 
considerable number becoming under- 
graduates. 

Yet Trinity, despite Elizabeth's inten- 
tions, has a distinguished record of pro- 


mocracy. Most Czechs long for more of it, 
but are still stuck with the conservative lead- 
ership imposed on them after Soviet tanks 
had crushed the Prague Spring in 1968. The 

zechoslovak predicament was vividly illus- 
trated last week. On a visit to Italy the leader 
of that Prague Spring of 1968, Mr Alexan- 
der Dubcek, reaffirmed his belief in “social- 
ism with a human face". Back home the 
Czechoslovak authorities were showing the 
other cheek by busting up a small gathering 
of western and Czech intellectuals in a 
Prague hotel. | 

Will a multi-party system eventually 

come to parts of Eastern Europe? The re- 
gion's reformers are convinced that in the 
end it must. But don't ask them for a clear 
answer about how long it might take. Mr 
Rezso Nyers, a Hungarian Politburo | mem- 


nor of the coming days.” 


real men, as well as Oscar Wilde. 


(A and for all religions. It has always | 


"scared eloquence and verbal felicity”. 


tants. Some of the religious services are a 
- mix of the two: neither Protestant nor 


in my opin- 


dicing ae against NES crown. 
Theobald Wolfe Tone and Robert Em- 
met, both Protestant graduates of Trinity, 
were eighteenth-century Ireland's most 
famous nationalists. Emmet got his well- 
educated head chopped off in 1803. Tone 
gallantly took his own life when the Brit- 
ish insisted they would execute him as a 
criminal and not as a soldier. Trinity built. 


What future now for Trinity? After in- 
dependence in 1921 the university 
firmly identified itself as Irish, not 
British (tricky, since in the Easter 
Rising the British army was wel- 
come to set up its 18-pounder guns 
in the college squares, the better to 
blast the rebels outside). Ireland's 
first president was a Protestant 
scholar from Trinity. | 

The. university sees itself as an 

. institution for all of Ireland; both 

. the republic and Northern Ireland, 
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had a tradition of academic excel- 
lence, brisk intellectual inquiry and: 
. fréedom of speech. The debating. 
club founded by Edmund Burke 


- still maintains what has been called. 


Those with an affection for Trinity have 
worried that the increase in the number of 
Catholics might tempt the conservative 
Catholic bishops to meddle. So far, 
wisely, the bishops have kept their dis- 
tance, and the Catholics are left to absorb 
the tolerant spirit of the place. Trinity's 
chapel is the only church in the country 
shared between Catholics and Protes- 
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Catholic, just Irish. 





Soviet Union 


Baltic botheration 


NE by one, Mr Mikhail Gorbachev is 
disappointing his would-be support- 
ers. On November | 6th the Estonian parlia- 
ment met in emergency session to debate a 
series of proposed amendments to the So- 
viet constitution that has Estonians and 
their Baltic neighbours in Lithuania and 
Latvia in uproar. Estonia's parliament not 
only rejected the amendments, it declared 
the Estonian republic to be "sovereign" 
(though not independent of the Soviet 
Union) and mischievously claimed that its 
laws had supremacy over those made in 
Moscow. 
Until now many Balts have supported 
Mr Gorbachev's reforms. But by midweek 
more than half the 1.5m people in Estonia 


. and the 3.6m in nuansa were e reported to 
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have signed petitions against the proposed 
changes. Mr Gorbachev is also being be- 
rated by some of his firmest supporters 
among Moscow 's thinking classes, including 
Mr Andrei Sakharov. They want all seats in 
the new national parliament to be con- 
tested; Mr Gorbachev wants too many re- 
served for Communists. 

Mr Gorbachev seems to have been 
caught unawares by this sudden attack of 
criticism. On November 10th the Politburo 
dispatched three of its senior members to 
the Baltic republics in an attempt to smooth 
things over until the Soviet parliament, the 
Supreme Soviet, meets on November 29th 
to consider the offending constitutional 
amendments. On past form, the constitu- 
tional amendments will be rammed through 
the Supreme Soviet with barely a finger 
raised in objection. The republics will then 
be faced with a fait accompli. And what will 
have been accomplished that merits such a 
uss? 

The Balts argue that the draft amend- 
ments are unacceptable because they give 
the central parliament the right to overrule 
the republics and because they allow it to 
impose "special forms of administration” 
where it sees fit. The first is not a change. 
The existing constitution already gives cen- 
tral law precedence over the republics' laws 
(despite what the Estonian parliament 
thinks it has decided). The second is new. 

The central parliament has always had 
the right to declare martial law or a state of 
emergency. Now mysterious new “special 
powers" have been added, probably as a re- 
sponse to the crisis in the Nagorno-Kara- 
bakh region of Azerbaijan earlier this year. 
Mass demonstrations and violence erupted 
there as the local people, who are mainly Ar- 
menians, demanded to be governed by the 
neighbouring republic of Armenia. Martial 
law was imposed in all but name. The gov- 
^rnment in Moscow could not bring itself to 
idmit that the place was in open revolt, so it 
talked vaguely about a "special situation" 
when it sent in the troops. The increasingly 
uppity Balts worry that the same might hap- 
pen to them. 

Mr Gorbachev's mistake has been to 
arouse expectations of freedom for the re- 
publics that he cannot or will not fulfil. Last 
week's Politburo statement promised new 
laws that would spell out more fully the pow- 
ers of the Soviet Union's 15 republics. By 
way of experiment, a ragbag of areas, includ- 
ing the Baltic republics, Byelorussia, Mos- 
cow city, the Sverdlovsk region and the Tar- 
tar Autonomous Republic, is to be 
transferred next year to a system of "territo- 
rial self-financing”. The over-eager Balts 
have taken this as tantamount to national 
economic independence. 

The popular fronts, the mass organisa- 
tions that have mushroomed in the Baltic 
republics this year, call for many of the huge 
industrial projects foisted on them by Rus 
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sian central planners to be scrapped and the 
money put instead into co-operative (read 
private) farming and high-tech industries. 
There have also been demands for the re- 
introduction of national currencies to re- 
place the rouble and enable the Baltic states 
to do more trade with the outside world. Mr 
Gorbachev's idea is more modest. He wants 
the republics to have more freedom to in- 
vest their own money locally. Much to the 
Balts’ annoyance, he also intends to keep a 
Kremlin veto in case things get out of hand. 

That is precisely what threatens to hap- 
pen. Mr Viktor Chebrikov, the former KGB 
chief and now head of the party commission 
in charge of (among other things) the secret 
police, was one of the three Politburo en- 
voys sent to the Baltic republics. He told Es- 
tonians: "You can achieve independence 
but you can lose everything else". That 
piece of old-fashioned bullying will be un- 
derstood throughout the Soviet Union. If 
"special forms of administration” have to be 
imposed again, it will be interior-ministry 
and KGB troops that will be used. Yet Esto- 
nians are clearly undaunted. And on No- 
vember 13th nationalist unrest spread to 
Georgia, where up to 100,000 people dem- 
onstrated against the Russification of their 
republic, and for independence. 





Greece 


Megatrouble 


FROM OUR ATHENS CORRESPONDENT 


HIS is no way for a sick man to conva- 
lesce. Mr Andreas Papandreou, the 
Greek prime minister, returned to Athens 
only last month from heart surgery in Lon- 
don. He is now facing humiliation and a dis- 
integrating government. The cause is not his 


Quite a return for Papandreou 


public infatuation with Mrs Dimitra Liani, 
an air stewardess half his age. The Greeks 
(though perhaps not Mrs Papandreou) can 
just about forgive the 69-year-old prime 
minister for that. What may mark the end of 
his government is the alleged involvement 
of some close colleagues with a fugitive 
banker named Mr George Koskotas. 

Mr Koskotas disappeared on November 
6th. He had been charged with embezzling 
state money that had been entrusted to his 
Bank of Crete. He was also accused of forg- 
ing American bank documents. The Bank of 
Greece, the central bank which uncovered 
the goings-on, said $140m was involved. 

The vanished banker was the product of 
the Socialist government's attempts to en- 
courage a new breed of money wizard to 
conjure the Greek economy out of the dol- 
drums. Mr Koskotas, after buying the small 
Bank of Crete in 1984, surrounded himself 
with aides recruited from Mr Papandreou's 
party. His legal counsel had been secretary 
of the cabinet. The adviser to his newly ac- 
quired publishing group was a former gov- 
ernment spokesman. State deposits poured 
into his bank. Mr Koskotas added a popular 
soccer club, a commercial radio station and 
a printing plant to his empire. 

Other publishers did not like it. Their 
suspicions grew after Mr Koskotas ran into 
trouble in America last year over alleged tax 
fraud. But their demands for the govern- 
ment to begin an investigation of just how 
Mr Koskotas had got so rich were ignored. 
The publishers accused a deputy prime min- 
ister, Mr Agamemnon Koutsoyorgas, who 
was also minister of justice, of stalling. But 
an investigation by the office of the Athens 
prosecutor was launched in the summer. 
Some people said the investigation was not 
proceeding as fast as it should, The cabinet 
refused to order an audit on the Bank of 
Crete. It relented when the Bank of Greece 
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justice after allegations by the opposi- 
hat he had helped in a cover-up. 

he frail prime minister stepped in to 
o save his demoralised government. He 
d doctors’ orders and in a series of 
appearances warned his squabbling 
isters arid grumbling parliamentarians 
ye was still in command and would 
.the mess. With his cabinet's reputa- 
aged, Mr Papandreou gave in to 
ion demands for a parliamentary in- 
-hanges had to be made in the cabi- 
ut Mr Papandreou found that a num- 
his party's deputies were not eager to 
government unless he got rid of 
ho. had mishandled the scandal. In 
ar, they wanted Mr Koutsoyorgas to 
inor reshuffle on November 16th 
outsoyorgas stayed, though he was 
à different portfolio. The opposition is 
emanding an early election. 

.In an impromptu television interview 
November 13th Mr Papandreou gave 
rning that it was all a conspiracy: the plan 
to arrange defections that would cost 
Socialists their parliamentary majority 
seven. Alarmed, many party members 
ered for the night at Socialist headquar- 
That same night Mr Papandreou was 
in a nightclub, called The Myth, with 
Lini ^ 

A day later one of his most respected 
ties, Mr Apostolos Lazaris, resigned 
parliament and the Socialist party. He 
ed Mr Papandreou of tolerating a 
p and of inventing an anti-demo- 
plot in order to hush up dissent. How 











can Mr Papandreou's heart, let alone 
overnment, stand up to all this? 
















pe'sdefence - 


Western Europe has moved 


: |ganising itself better for its 
own defence. On Novem- 
ber 15th Spain and Portu- 
i. gal appended their signa- 

o the Brussels treaty of 1948, which 
à slightly curious organisation called 


members instead of the previous seven. 


` Americans see the pillar as a tal 
E cásh: they want Europeans to p 
~ share of the cost of their own defer 


two small steps nearer to or- - 


ern European Union. This now has 













Europeans see the pillar as something to 


stand on when talking back to America; 
they want a bigger say about defence. 

The European Community was one 
possible pillar-candidate. It is not a good 
candidate. For one thing, membership: Nor- 
way, Iceland and Turkey are members of the 
NATO alliance but not of the EEC. Ireland is 
in the Community but not in NATO; it is 


neutral, and reluctant to talk about any- - 


body's defence but its own. And France, 
which keeps itself outside the NATO military 
structure, would demand to be a kingpin in 
any EEC talks. For another thing, the Com- 


munity's record with the common agricul- 
tural policy makes some people wonder if it^ 


can be trusted with a cap pistol. 

The Western European Union, created 
by that 1948 treaty, is an alternative: Signed 
originally by Britain, France and the Bene- 
lux countries, the treaty fell into disuse once 
NATO was formed. West Germany and Italy 
joined the older body in 1954, but it re- 
mained moribund until attempts were made 
to revive it in the mid-1980s. The revival has 
not got very far. The WEU's debates remain 
misty, contributing little to any serious pol- 
icy for the defence of Europe. 

Still, Spain found the organisation use- 
ful. It joined NATO in 1982, and wants to do 


something for Europe's defence; but, like | . 


France, it also wants to keep its armed forces 
out of the alliance's integrated military com- 
mand. Spain has now promised its WEU part- 
ners to produce within three years a special 
force, probably a brigade group, that could 
be sent to northern Italy in a crisis. 

.. Two years of talks between Spain and 
NATO have also borne weather-beaten fruit 
this month. In 1986, pressed to say what it 
proposed to do for the common defence, 
Spain presented NATO with a very short list. 
It agreed to help to defend itself, co-operate 


with the alliance's air-defence system (which 


it had been doing anyway) and join its allies 
in some air and naval operations (which it 
has done for years). It refused to have nu- 
clear weapons on its soil and said it wanted 
to cut the American military presence in 
Spain. It did, however, allow that its terri- 
tory could be used as a staging-post for re- 
inforcements coming from America to Eu- 
rope. Mischievously, it asked to share in 
controlling the Strait of Gibraltar. 

The alliance has now said okay. It will 
take a lot of study to work out how Spain 


. could be useful as a staging-post, but NATO 
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wolf again — 





Democratic party. © 7 

- He has just suffered à shock in his old 
power base of Rhineland-Palatinate, where 
Mr Bernhard Vogel, that state’s genial, pipe- 
smoking premier for the past 12 years, has 
been ousted from the chairmanship of the 
local party. A sudden rebellion by delegates 
at the state’s Christian Democratic confer- 
ence led to his replacement on November 
llth by the state's environment minister, 
Mr Hans-Otto Wilhelm. E 

A shattered Mr Vogel promptly fulfilled 
his threat to hand in his resignation as pre- 
mier. Partly, Mr Vogel had himself to blame. 
Lacklustre leadership, mistakes and discon- 
tent among his farmers had lost him 6.896 of 
the vote in last year's state election, and with 
it the absolute majority built up years ago by 
his predecessor as premier, Mr Kohl. But 
the revolt was also a slap in the face for Mr 
Kohl himself, who had publicly supported 
Mr Vogel. 

At the same time another leading Chris- 
tian Democrat, Mr Philipp Jenninger, the 
speaker of the Bundestag, was grabbing the 
wrong sorts of headlines with his sensation- 
ally inappropriate (though actually not inac- 
curate) speech to the Bundestag on the 50th 
anniversary of the Kristallnacht pogrom. To 
its credit, the Christian Democrats’ par- 
liamentary party limited the damage by get- 
ting him to resign within 24 hours. But its 
difficulties in finding a suitable successor for 
the prestigious but powerless post soon be- 
. came embarrassing too. * 

The chancellor has been experiencing 
other local difficulties. In May his party lost 
power, for the first time in over 30 years, in 
the northern state of Schleswig-Holstein. 
Now the party's one-vote majority in Lower 
Saxony is looking increasingly shaky, as de- - 
tails continue to emerge about a scandal in- 

volving leading party members and the op- 


likely trouble-maker: his own Christian 
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West Lancs with its towns of Ormskirk and . 
Skelmersdale connects nationwide Via its own 
M58 motorway linked to M6 and M62. Only a 
quick motorway trip from the Lake District, and 
with the West Pennine Moors and the Yorkshire 





UK’ 5 second largest population concentration: : 
West Lancs greenfield sites offer pastures ne . 
to industry and commerce. 


i would like to know more. To: Fred McClenaghan 
The West Lancs Project | Westgate Pennylands Skeime 
Lancashire WNBBLP Tei: 0695 50200 Fax: 0695 20: 
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of the state's casino. 


the. Lander. The loss of Lower Saxony 
ould give the Social Democrats a majority. 
n now, a rebellion in the Bundesrat by 
"one Christian Democratic-ruled state 
ld block government legislation. This 
s Christian Democratic state premiers 
nice bargaining power. * 
et Mr Kohl keeps smiling. He knows 


that the Social Democrats do not yet 
k a convincing alternative to the Chris- 
LJemocrats in Bonn. More important, 
nows that neither of the big parties can 
rn without the liberal Free Democrats, 

nior partner in Mr Kohl's coalition. 
er. is new leader, Count Otto 
bsdorff, that party shows no inclination 
range sides again. 


Far from the quarrels over 
loss of sovereignty or the 
need for a common currency, 


and its officials a new sense of 
. confidence. This is particu- 
ent in the Community's trade rela- 


the governments in Tokyo and Wash- 


bers individually. The American trade 
tative, Mr Clayton Yeutter, was in 
on November 16th to complain about 
jerman subsidies for the European 
But he had to go to Brussels too, to 
t his story there. 





all backing of national governments, is 
the Community's tough new anti- 
ving laws to cut cheap imports from Ja- 
They say the Community is already us- 
ject 1992 to try to settle some scores 
apan. According to Japanese diplo- 


hat 1992 has given it more leverage in 
disputes. | 

is clearly true of the current debate 
procity (or access to each other's 
s), especially for banks and financial- 
es companies: see pages 97-100. For 
ast decade, the EEC has been bleating 
the barriers its banks and financial- 
roviders face in Japan. The pleas 





| vip: ein, the | | 
d in the Bundesrat, the upper house of | 
ment composed of representatives. — 


“general elections (the next is due at the : 


| 
| 

| schools teach the kids their own lan- 
| 
of 1990) are different from state ones, | 
| 
| 
| 
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1992.is already giving the EEC 





ns with Japan and America. No longer - 


n divide and rule by picking off EEC - 


Japanese are frustrated and angry at. 
y the European Commission, with - 


Brussels, the Community appears to _ 


Japanese, but not their banks, un- l 


E L ER E 


FIMHOSE great Eurocrats, the Jesuits, 
. spotted it first: get a child young and 
he is yours 


for life. Now the Brussels Cu- 
ria is catching up. Dotted across Western 
Europe nine schools for the children of 
EEC officials are turning out, they hope, 
` the good Europeans of the future. The 


guages, literature and history, but then 
add the languages and so on of other Eu- 
ropean countries. The schools appar- 
entlv iron out nationalist sentiment. 
They ate also jolly good fun, and excel- 
lent schools for the children of parents 
who are not Eurocrats but are clever 
enough to manoeuvre their children into 
| one of the most interesting educational 
experiments in Europe. 
The schools, with 13,000 pupils 
among them, are not confined to the 
Euro-strongholds of Brussels and Lux- 


embourg. The youngest one, Culham, is - 


in territory more used to educating civil 
servants for the British empire: Oxford- 


tenth anniversary. It has teachers who 





rope. Now that the notion of reciprocal mar- 
ket-access has been included in a draft 
directive to liberalise EEC banking, the Japa- 
nese government is reacting., ^.^ ^ 

The Community is worrying the Japa- 


nese about cars, too. The European Com- 


mission has said that the Community 
should start demanding that Japan: .- 

@ “stabilise” (whatever that means) its car 
exports to the EEC between now and 1992; 


€ open its market to more European cars. 


(EEC cars have 2.596 of Japan's market while 
Japan's share of EEC registrations is 11%); 
@ agree to limit the growth of its car exports 
to the Community for a while after 1992: 
€ transfer more technology to Japanese car 
plants in Europe and increase the share of 
locally made parts. | 

Ideas such as these have been floating 


around for some time among Community . 


carmakers and certain national govern- 
ments. Project 1992 has brought them to- 


gether and given them clout. Are these the. 


“Vivat Schola Europaea - 


sion) have free places; the Community 
and the national. governments pay. Fees 


shire. Culham has just celebrated its 


chial Primary School had indoor lava- 


etait rs AA ae a sa IS REDE TERES itera amano rr arf NEAR ARRA 


. utes”, says Mr Yeutter. 


are native speakers of each child's lan- 
guage. It also has, local people say, par- 
ents who would sell their souls to get chil- 
dren into this subsidised "European 
Eton”. ERN 

No wonder. Children of parents tied 


to EEC institutions (Culham is the site of 
a big EEC research project on nuclear fu- 


for children of non-Eurocrats are only 
£280 ($490) a year. There is a staff of 80 
for the 800 pupils. The boys and girls are 
taught up to university level. From the 
English cloisters (the school is in the neo- 
Gothic buildings of a former teacher- 
training college) they emerge often 
trilingual, always well-connected and Eu- 
ropean. Or, as the school claims, “un- 
troubled from infancy by divisive preju-. 
dices", though alumni say they get a 
good understanding of Europe's na- 
tional differences. 

Down the road the Parish of Culham 
has another school. All local children are 
entitled to free places. No foreign lan- 
guages are taught. There is one head 
teacher plus a bit of help for 25-30 chil- 
dren aged between five and 11. The place 
has a family feel, and it too had a great 
celebration this year, when the Lord 
Lieutenant of Oxfordshire came to open 
a new extension to the building. What 
was the celebration really about? For the 
first time in its 135 vears, Culham Paro- 
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tories, proudly built to “European stan- 
dards”. Even in a village like Culham, 
there are many roads to the new Europe. 


nN O ASEE henryn anan e rh ore anira aana a nto s em M me etat? Nodo rn Rat. a m S BB hA ar neh m a aH HR rre as pM pm a s eI rn mI Ar Are eA BA Tar rA dre ea 


e eee eee eNO ENT eT AE ee One STE IEEE | s fM 

















foundations of a "Fortress Europe"? No 
says the European Commission, just sensi- 
ble use of the EEC's new leverage; the Com- 
munity, it claims, will be no more of a for- 





tress after 1992 than it is now.. 


. The Americans feature less in the Com- 


 munity's 1992 hitlist than the Japanese. De- 
spite some of the wilder statements by the 
EEC trade commissioner, Mr Willy De 


Clercq; American, banks are not the main 
target for possible reciprocity demands. But 
the EEC's new stubbornness over trade is 


likely to cause bother. After a year of trying, 


Mr Yeutter has failed to move Mr De Clercq 
closer to solving the problem posed by the 
Community's imminent ban on hormone- 
treated meat. If no deal is reached, Ameri- 
can meat worth $150m a year, used mainly 


for petfood, will be banned from the EEC as 


¿of January Ist. If this happens, American re- 


taliation will be immediate; within ten min- 
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Aviation history and Lufthansa 
grew up together. 
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C International Parcels And Documents UPS Is As Good As Taking Them There Yourself 


———————— B! 
^ s = ^w 
For further information call Australia: Rohlig Australia Pty Ltd * Tel 662-4099 Brunei: layapuri (B) Sdn Bhd * Tel (673-2) 20119/23664 China, People's Republic of 


China National Foreign Trade* Tel. 831-2928, 831-3181 Hong Kong: UPS* Tel 3-345402 Indonesia: PT Global Putra Indonesia Tel 351424-3805702-343946-356314 
® Trademark and service mark of United Parcel Service of America, Inc. of USA 





Qs By One 


A can deliver parcels. But at UPS we bring a unique dedication to this task 
Because while we are usually the most economical, one thing 
that really matters to us is our reputation for being the most trusted 

A trust shared by every one of the Fortune US 500 

We have earned this reputation by performing our simple task with a passion 

By recognising that in our business success is measured one delivery at a time 
# The UPS network now extends throughout Europe, 

the Pacific, Australia and North America 
However, even including 600 million addresses in China, 
we cannot claim to be the best known international delivery service. Yet 


But whatever happens, the strength of UPS will always be our service Not our size 
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United Parcel Service 


As sure as taking it there yourself. 






Japan: UPS- Yamato Express Service Co, Ltd + Tel Ichikawa (0473) 27-6121 Korea: KAF Sinhwa Building * Tel. (02) 718-9141/5 Macau: United Parcel Service * Tel. 3- 
345402 Malaysia: United Parcel Service* Tel. 7335677 New Zealand: FLI CARGO (N Z.) Ltd * Tel (09) 275-4009 Papua New Guinea: RLC Robert Laurie Co. Pty 
Ltd * Tel 675 251511 Philippines: DelBros, Inc * Tel 472241 Singapore: LIPS « Tel. 289-1111 Taiwan: UPS * Tel. 7170580 Thailand: UPS * Tel 258 0060 259-0360 


Whatinthe world wil 


ne important use of high technol- 
Ogy is to keep things simple. The 
cockpits for two of Boeing's advanced technol- 
Ogy jetliners are a case in point. 

The jetliners are the 
Boeing 757 and the Boeing 
767, close members of the 
same family. Together they 
offer airlines many options 
in airplane size and range. 

Boeing makes it 
simple to use the options. 
For example, even a 
Boeing test 
pilot would 
have to look 
twice to tell 
you whether this photo 



















was taken in a 767 or a 757. The cockpits are the same. Even the 
windows are designed so pilots have the same perspective on 
takeoff and landing in either airplane. 
Because the two airplanes feel and flv alike, flight crew 
productivity is increased dramatically. Pilots trained in one 
airplane can fly the other — and, after a few hours of 
additional training, be licensed in both. Their added 
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3oeing think of next? 


Te » ; Photo by Ken Kennt 
productivity helps airlines Ix id the line on your travel costs oto by 


Ground crews are more productive, too. Most avionics spare parts are the 
same for both airplanes, so inventory costs are lower and maintenance pri cedures 
are simplified. 

Practical technology like this is just one more way were helping to keep 


flying the best travel value available. It’s also proof that when it comes to technol- BOEINE 


ogy, you can count on the people at Boeing to do it right. 
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When the celebrated novelist and playwright, P.G. Wodehouse, wrote about 


leeves, the ultimate 'Gentleman's gentleman’, his character became the epitome of the 
perfect English butler. 


At Sheraton Towers, we've borrowed his concept to turn service that is already 
considered excellent, into service that is second to none 





"He's been like this ever since 
be stayed at Sheraton Towers.” 


EA 





Our personal butlers understand that a Towers executive guest has three 
priorities: time, comfort and privacy 


To this end, his attitude goes beyond the merely obedient. He's there to 


anticipate your every desire, from little things like offering to confirm onward flight 


reservations, to suggesting a fine restaurant and reserving the best table in the house 
In effect, he's your own personal ‘Jeeves 
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Bo ahead. 


Spend the extra money. 
Its Christmas, isn't it? 


A DISTINGUISHED PRODUCT OF CHIVAS BROS. ITD. ABERDEEN, SCOTLAND. 














We'll need a second opinion from the finance director a 


A slow cure for health 


EFORMING the National Health Ser- 

vice was never going to be easy for a 
Conservative government. Voters claim to 
love this Labour invention, however much 
they moan about its bossy inethciencies. But 
wing boldly announced earlier this year 
“that he would conduct a review of the NHS, 
Mr John Moore, the last health secretary, 
was irritated to find that it was much easier 
to reject radical ideas for change than come 


up with workable new ones. When his job - 


was changed in July, he left his successor, Mr 
Kenneth Clarke, only a few pages of useful 
thoughts. 
^ Mr Clarke, who formed his own views 
of the NHs when he was health minister from 
1982 to 1985, is made of sterner stuff. He 
promptly ditched Mr Moore's original plan 
. to unveil his initial conclusions at the Tory 
- party conference in October. Instead, he de- 
cided on a fresh look at the various models 
for change that had been suggested in the 
course of the review. His own proposals will 
= appear as a white paper “with green 
stripes”, probably in January. Its outline is 
now taking clear shape. 
^ Two main approaches to the NHS have 
merged in the course of the review. One is 
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to concentrate on finance, and on efforts to 
supplement or replace tax revenue as the 
main source of cash. The other is to look for 
ways to improve management, to make ex- 
isting cash go further, and to improve the 
service and choice available to patients. The 
government has already tried pouring cash 
into the NHS, with little effect. Despite a 
steady real rise in the health budget, the La- 
bour party still finds it easy to accuse the 
government of cuts—and the long waiting 
lists that are the service's main failing con- 


tinue almost unscathed (see chart). Part of 


the problem is the tise in the number of el- 
derly people who have to be cared for. Many 
Tories reckon it is also partly inefhciency. 
Mr Moore saw the shortcomings of the 
health service more in terms of finance than 
does Mt Clarke. The difference between the 


two health secretaries comes out most 


clearly over private health care. When re- 


minded that Britain's spending on health 


care is low compared with other rich coun- 
tries, Mr Moore said that public provision 
matched levels in other European countries; 
it was Britain's tiny private sector that fell 
short. He wanted to stimulate private spend- 
ing, perhaps by offering tax relief on insur- 











NHS district variations 
1. Staff numbers per 1,000 in-patients 
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ance premiums or letting people "opt out 
of the NHS into private health plans. : 
Mr Clarke sees-more clearly that tax 
nance is fair, predictable and cheap. He is 
happy to watch private provision grow 
(about a tenth of the population now has 
private health cover), and he would like its 
hospitals to compete with those of the NHS. 
But, though he might have to accept tax t 
lief for the old as a concession to the radica 
right (and the prime minister), he sees no 
merit in wider fiscal incentives. 





Letting money follow patients | 
If Mr Clarke is conservative on health-ca 


finance, he is certainly not on its provisio 
The much-discussed “internal market" i 
phrase he dislikes: he prefers to talk abo 





| Money can't buy access 
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money following patients. However it is 
worded, he wants all the producers in the 
NHS to feel the pressure of competition. He 
hopes that competition can iron out the 
wide variations in performance within the 
health service—such as the fourfold differ- 
ences in rates of referral to hospital by gen- 
eral practitioners, or the striking diver- 
gences (see table on previous page) between 
health districts in efficiency, costs and wait- 
ing times. 

Bringing in competition, by getting pub- 
lic money to follow patients, would mean a 
massive change in the structure of the 
health service. It could not happen every- 
where overnight. So Mr Clarke wants pilot 
schemes to convince even the NHS's back- 
woodsmen that competition improves both 
cost-effectiveness and quality. He is still dis- 
cussing with the prime minister's office and 
the Treasury crucial questions about the de- 
sign of those pilots, notably who should 
hold the purse-strings and how autonomous 
the various competitors should be. 

Mr Clarke's preferred model is one in 
which the GPs, who are the people who usu- 
ally refer patients to hospital, hold budgets 
out of which they buy all the health care 
needed for their patients. The budgets 
would be fixed mainly in accordance with 
the number, age and sex of patients on GP 
lists. Previous advocates of markets, includ- 
ing Professor Alain Enthoven in The Econ- 
omist, have suggested that health districts 
should hold budgets for hospital care only. 
Giving the cash to GPs instead has two ad- 
vantages and one big drawback: 

e it would curb those GPs whose referral 
rates are wastefully high. They would not be 
so directly affected by health-district bud- 
gets covering hospital care only; 

e It would preserve Gps’ freedom to refer to 
whichever hospital or doctor they or their 
patients chose. If districts held hospital bud- 
gets, they might need to constrain or even 
overrule GPs’ referral decisions. 

e Drawback: few GPs have the management 
or the financial skills needed to handle big 
budgets. Districts do, at least since the ad- 
vent of general managers five years ago. 

Mr Clarke may partly get round this by 
making his first pilot project voluntary and 
focusing it on group practices that could em- 
ploy their own budget managers. He might 
also site it in rural East Anglia where an in- 
formation system that traces GP referrals is 
already being tried out. Something similar is 
being planned in Powys, Wales, a health dis- 
trict which has no general hospital —though 
there the “budgets” will at first be only no- 
tional. But the really serious test of the GP- 
as-budget-holder model will come when a pi- 
lot project is set up in a deprived inner city 
with lots of inefficient single-doctor prac- 
tices—and when the experiments go beyond 
volunteers. 

How much independence ought com- 
peting NHS hospitals to have? Ideally, they 
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should be autonomous, responsible for 
things like pay, capital spending and doc- 
tors’ contracts—and dependent for their 
survival on how many patients they can at- 
tract. In practice, ministers know such com- 
plete autonomy is impossible. The NHs has 
to provide accident and emergency services, 
teaching and research, all of which need 
cash from the centre. And Mr Clarke is 
keen to avoid the problem being seen with 
opted-out schools: that they can be harder 
to close. Britain has found it easier to close 
hospitals than have other countries where 
hospitals have more freedom. 

Mr Clarke's white paper needs to an- 
swer three other awkward questions. First, 
what to do about community care for the 
old and mentally sick, which has been a 
shambles for far too long. A report by Sir 
Roy Griffiths suggested a model rather like 
Mr Clarke's desired one for the NHS—but 
with budgets held by local-authority social- 
service departments. Neither Mr Clarke nor 
the Treasury are keen to give local authori- 
ties more powers or more cash. Instead, the 





job may go to new community-care agen- 
cies—or even to the health districts that will 
lose budgetary responsibility to GPs. 

Second, what should happen to the cen- 
tral NHS management board? Many health- 
service managers want it to become an inde- 
pendent agency that would somehow lift the 
argument about health out of the political 
arena. Mr Clarke opposes this too, because 
the health service and its financing are too 
political to be sloughed off to technocrats. 
So the health department will continue to 
fight with the Treasury in each year’s public- 
spending round for whatever resources it 
can get. 

The hardest question is timing. Pilot 
projects will take time to set up and evaluate. 
Changes that may be needed in doctors’ 
contracts will have to be negotiated with the 
notoriously prickly medical profession. An 
election could be less than three years away. 
Will Mr Clarke be able to put his reforms in 
place in time to turn the NHS into a consu 
erist organisation that could win the Torics 
votes? He will have to move fast. 





Foreign policy 


Grand designs 


HE transformation of Margaret 

Thatcher, little-Englander and hammer 
of the Foreign Office, into world 
stateswoman continues apace. This week 
she was in Washington, where she was say- 
ing goodbye to President Ronald Reagan 
and renewing an acquaintance with Presi- 
dent-elect George Bush. Next month the So- 
viet Union's President Mikhail Gorbachev 


Just good friends 





drops in on London for his biennial Decem- 
ber visit. 

Such comings and goings could make 
one believe that Britain's foreign policy is 
now a function of the personal links that 
Mrs Thatcher has forged over nine years. Of 
these the most important are those with Mr 
Gorbachev, a man with whom, four years 
ago, she decided that she could "do busi- 
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ness", and, overarching all, with Mr 
Reagan. 

There were times—notably during the 
Falklands war, though the Anglophile de- 
fence secretary Mr Caspar Weinberger was 
crucial there—when the president's warmth 
towards her paid dividends. But prime min- 
ister and president did not represent a true 
meeting of minds. President Reagan's vague 
sunniness exasperated her, especially when, 
at the 1986 Reykjavik summit with Mr 
Gorbachev, he seemed prepared to give 
away America's nuclear weapons. 

Mr Bush's men have sometimes claimed 
that he was the statesman the prime minis- 
ter was really close to. Certainly, on her vis- 
its to Washington, she has been careful to 
call on him (the vice-president lives next 
door to the British embassy) and she warmly 
welcomed his. victory. She is admired by 
some close to Mr Bush, though perhaps not 
with the same fervour as by more conserva- 
e: Republicans. For their part, British offi- 

als already know Mr James Baker, Ameri- 
ca's new secretary of state, and in previous 
years its treasury secretary. 

Such friendships, however, do not add 
up to a foreign policy. For some of che more 
grandiloquent of Mrs Thatcher's courtiers, 
her longevity in power now lets her play the 
hand that, after 1945, Winston Churchill 
mistakenly thought that fate had dealt Brit- 
ain. She can, it is said, sit where two circles 
overlap, brokering European interests to the 
Americans and vice versa. 

Thus if there is a row over European 
subsidies to Airbus (as there soon will be) 
Mrs Thatcher can tell the Americans that 
she is pressing the French and West Ger- 
mans to trim their help to aerospace compa- 
nies. If America's congress seems deter- 
mined to cut its troop numbers in Europe, 
she can swoop on Washington and remind 
her fans that the north German plain is the 
ont line of American liberty. And there is 
ays Mr Gorbachev, to whom she can re- 
ay American sentiments, and from whom 
she can carry messages to Mr Bush. 

The conventional view, though, is that 
Washington does not attach great weight to 
British influence. America and the Soviet 
Union are so important to each other that 
they need to get on without the help of in- 
termediaries. True, Washington does in- 
deed see some role for Britain sitting be- 
tween Europe and America, but it is above 
all a self-serving one. Washington hopes 
that the British will stop the EEC turning 
into a protectionist fortress. 

The main issue in America's European 
policy is defence. Most Democrats and 
many Republicans think that a rich Europe 
should shoulder more of the cost, so that the 
United States can concentrate a bit more on 
the Pacific rim and the Americas. Mrs 
Thatcher can therefore help America by 
persuading her European allies to spend 
more on their own protection. But such per- 
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suasion, Americans think, is more likely to 
work if Britain shows a more wholehearted 
commitment to Europe than Mrs Thatcher 
sometimes demonstrates. 

A recent article* encapsulates this 
thinking. "British policies", it said, “have 
become more regional and European, while 
American orientations have become a 
strange hybrid of globalism and insularitv. 
Personalities can delay or divert this pro- 
cess, but they cannot halt or reverse it.” 
Thus speaks the foreign-policy establish- 
ment. It may yet turn out not to be the voice 
of the new president. His advisers have 
sometimes hinted that he intends that Eu- 
rope should be once more the centre of 
American policy. If that is the case, Brit- 
ain—and the personal contribution of Mrs 
Thatcher—may be of use, and those Britons 
who see themselves playing a real part on 
the world's stage will be justified after all. 


* Michael Smith, in “British Foreign Policy Under 


Thatcher", Peter Byrd (Ed). Published by Philip Allan. 


a, 


The chancellor and the journalists 


What he meant 
to say 


AT does the Tory government see 
as the future of the welfare state? The 
Sunday newspapers on November 6th 
claimed that it plans to means-test several 
welfare benefits, perhaps including pen- 
sions—or the £10 Christmas bonus for pen- 
sioners at least. Such ideas were drawn from 
a press briefing by Mr Nigel Lawson, the 
chancellor of the exchequer. Mr Lawson 
claims he said nothing of the sort. ''Cover- 
up," cried the Labour party, putting down a 
parliamentary censure motion on Mr 
Lawson. The government refused to provide 
time for a debate. 

Who was right? The message Mr 
Lawson meant to impart, it is now clear, was 
this. The main benefits, especially the con- 
tributory ones, cannot easily be tinkered 
with. The government is committed to them 
in its manifesto. But that does not stop it 
from targeting extra cash on the less well off. 

When the Conservatives were first 
elected in 1979 they feared that the burden 
of state pensions would make it impossible 
both to cut taxes and to hold down public 
spending. So they made two big changes. 
The basic national-insurance pension had, 
in the past, been annually uprated in line 
with earnings or prices, whichever was 
higher; since 1980 it has risen in line with 
prices only. In 1984, however, a green paper 
on long-term trends in public expenditure 
showed that the government was still wor- 
ried about the high cost of pensions. So, as 
part of a review of social security, the terms 





of the state earnings-related pension (SERPS) 
were tightened. The cost of state pensions 
will, the government thinks, now be 
bearable. 

Meanwhile, most pensioners have be- 
come better off than ever before. Some gain 
from SERPS—at best, as much as an extra 
£25 a week. Many gain from high real rates 
of interest on their savings. More and more 
own their homes. Pensioners’ average in- 
comes rose in real terms by 23% between 
1979 and 1986, faster than wage-earners'. 


Next time, listen to what I mean 


But, as Mr Lawson told the journalists, 
“there is a minority who do have difficulty 
in making ends meet”. It was on this group, 
mainly the 1896 of pensioners on income 
support, that talks began between Mr John 
Major, the chief secretary to the Treasury, 
and Mr John Moore, the social-services sec- 
retary, this summer. The aim was to find a 
way to give them some of the extra cash the 
government now feels it could afford. 

The discussions were not concluded in 
time for the autumn statement, but the row 
caused Mr Lawson to tell Parliament that 
such a plan existed. Details are still not 
finalised, but a scheme may be announced 
before next year’s public-spending round. If 
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Within a few months of becoming operational Teesside Develop- 
ment Corporation has acted as the catalyst to speed and imple- 
ment a host of new initiatives. Initiatives that will enhance the 
industrial, business, social and cultural environment of Teesside. 
initiatives in which powerful partners from the private sector are 
already participating. Initiatives which still offer outstanding 
development and investment opportunities, Among them - 





At Hartlepool - the most important water-based leisure and living 
attraction on the North East Coast . 


Tees Offshore Base - a world centre of P I in subocean cCHED 
technology to exploit deep-sea mineral resources LAUN 


Teesside Park - a new runner at the old Stockton racecourse, an cred 
£80 million retail, leisure, sports and conference centre LAU UN 


Teesdale - an investment of over £110 million in a high quality 
urban mix of first class offices, residential areas and shops, in a 
landscaped setting 


Britannia Park Enterprise Zone - one of Teesside's two EZ's, now HED 
being enhanced with new factories and infrastructure LAUNC 


The European Chemical Centre - creating the finest con- mer 
centration of chemical businesses in the world LAU ync 


ES 


Middlehaven - a redevelopment of Middlesbrough Docks to 
create a high quality residential, 
business and leisure centre _ 


Langbaurgh Motor Sport Park - an exciting road and track based cHED 
facility for a variety of two and fourwheeled sports LAUN 


Teesside International Nature Reserve - opening up and 
expanding an existing world stature estuarine wildlife 
sanctuary 


Tees walkway and weir - providing pleasant access to a tide-free 
river frontage 


‘We are setting out once again | 
to be ahead of our time... 


_ THE ECONOMIS: 
















$,.... abounds on Teesside. The talent of an. industrial and 





giant corporations and of smaller specialist MEM 
The talent of Teessiders - whose skills reach right a ac Cross 
heavy and light engineering, chemical and petrochemicais 
engineering, metals production and application , major port 
and oil terminal operation, computer sirpis ier food 

technology and design, research and development, and pro- 


fessional services of every kind. Talent expressing: itself in - 








ICI's Wilton plastics and petrochemicals site which includes 
Europe's largest petrochemicals complex and ICTs Materials 
Research Centre 


British Steel's 3,000 acre plant operating Europe's largest biast 
furnace, producing three million tonnes of steel a year 


Davy McKee's engineering and construction organisation serving 
the world's iron, steel and metal forming industries 


BASF Chemicals' Seal Sands plant producing: raw materials for 
acrylic and nylon fibres and engineering plastics production 


Phillips Petroleum's North Sea terminal, handling every drop of 


oil from the Ekofisk fields, and processing, storing and loading it 


to tankers 


Europe's biggest CAD/CAM centre - on Middlesbrough enterprise 
F Zone - and Middlesbrough Polytechnics CAD/CAM capability 





RHM Foods’ and other specialists’ food and drinks development 


Nissan’ s purpose-built terminal through which the bulk of its 
Japanese-made vehicles are distributed direct — 
to UK dealers - and its UK production exported 


Redpath Offshore, Whessoe and Davy Offshore, module makers 


to North Sea oilfields, poised for the future challenge 


Davy Forge's advanced metals production techniques, meeting 
the exacting needs of aerospace, defence and medical technology 


...Where you have 


initiative, talent and ability, 


the -— follows' 
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commercial base established for over a century. The ee of | 


E the Rt Hon beni Thatcher, Prime Minister, Teesside, 16 September 1987 





The biggest of them all, with great powers of control over 19 
square miles of land, Teesside Development Corporation has the 
ability to harness Teesside's many strengths and place them at the 
service of investors and developers. The Development Corporation 
has an enthusiastic and representative Board drawn from every 
section of the community - including Local Authorities which 
have laid much of the foundation of new industry and facilities on 
which the TDC is building. Among Teesside’s multiple strengths - 


The commitment to its renewal programme of major develop- 


ment and investment forces: British Urban Development, 


Brookmount, Lovell Partnerships, Munay International, PosTel, 

Trafalgar House, Taylor Woodrow, AMEC, Sir Alfred McAlpine, 

BICC, Costain, John Laing, Mowlem, Tarmac, Wimpey McLean 
Homes, Bellway Urban Renewals | 


The UK's second largest port in volume of trade handled - and the 
North East's principal gateway to and from Europe and the rest of 
the wend 


Through its port and excellent sonata and rail links, 
command of a massive population 





A vote of confidence from major foreign investors. Already 
established on Teesside - companies from Japan, Hong Kong, 
Singapore, Germany Scandinavia, the Netherlands and the USA 


A lifestyle, derived from a compelling partnership of urban 
amenity and easy access to incomparable coast and countryside, 
voted near the top of the UK league table 


All the financial incentives implied in Teesside's continuing 
status asa Development Area with two Enterprise Zones. Plus 
European community grant and loan opportunities 


To find out more about Teesside's jaita Talent and Ability: | 
Contact Duncan Hall, Chief Executive, Teesside Development 
Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 1 RE. Tel: (0642) 230636 Fax: (0642) 230843. 





Initiative Talent — 


















cy reserve. — 






es agree with his line; In a lecture at the 








serving those who through ' ‘indifference 


heer hostility to change” have "lower 
ng standards and.a poorer quality of life 
n they coul - otherwise enjoy”. The de- 
e those who through ' age, Or 
àd. pħysical disability cannot, by 
own efforts, ‘hope: to improve their 
dard of living". — 
The argument that special help should 
o the old, who are poor through no fault 
eir own and cannot help themselves by 
ig back into the labour market, is one 















iwson could have used it to defend 
mself more robustly. The reason he has 
done so is that, since the 1930s, means- 
ing and dividing the deserving from the 
eserving poor has been thought politi- 
' damaging. But if Mr Rifkind can say 
: things, xi not Mr Lawson? 















es. but will the 
orse drink? 


9 EOPLE today just do not want to live 
. on vast municipal estates. Their day i is 
ered. A new way has to be found. . 

ed local authorities be involved in the 
nagement of housing at all?” 

"lt was June 1985 when Mr Patrick 
kin lobbed this bombshell into the con- 
te bunker of council housing. It had been 
iken already by the 1980 right-to-buy law. 
he structure, especially in the big cities, 

| held fast. Two environment secretaries 
r, the bill that is to bring the roof down 
d the heads of council landlords has at 
yecome law. 

The new law is intended to do more 
that. By ending rent control (though 
normally, security of tenure) on new 
ings, it opens the way for anew range of 
dlords: from socially minded: (and fi- 


d) housing associations through build- 


























. ou 


y company in pursuit of profit, a di 
di in some housing circles for 5 ! 
That is the theory. Will it happen? The: 
ouble with this grand ministerial design is 
t it will not work unless the public makes 
'ork—and, so far, neither councils, their 
ts nor the should- be landlords are 
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Tt is sind trying t 
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ahead. 
Qu ncils c out. di 


Many of Mr Low s ni cok 


or party conference, the Scottish secre- 
ty, Mr Malcolm Rifkind, identified as un- 


he. new climate of Success; fecklessness - 


probably has the support of most Tory - 
Indeed, some backbenchers felt that - 


societies to the reborn residential-prop-.. 


wing much zeal to do so. The govern 






will raise rents by: 


more tools “housing 
(HATs)—six so far, with more ‘to come— 


which will take over really awful council es- P 


tates, tart them up and pass them On; sec- 


ond, and more powerful, “tenants "choice", — 
the right of a would-be landlord (typically, a u 
. housing association) to forcea council to sell. | 


. him an estate that he fancies. 


These two devices, however, are. subject 3 
to a tenants’ ballot. True, the rules are 


-rigged (see box): provided at least 50% vote, 
_a transfer goes ahead unless a majority of all 
concerned, not just those voting, reject it. 
Even so, ministers’ dreams may go pop. Few 
council tenants love this government; fewer 


still know what a housing association la 


most are frightened of private landlords. - 


At Peterborough a year ago, tenants of. | 
the new-town development corporation - 


voted massively to go to the council, not a 
housing association, when the development 
corporation was wound up. At Torbay, no 
Labour stronghold, the council has just 


balloted tenants on a seemingly attractive | 
transfer to two housing associations. Three- 


quarters of those voting were against. No 
wonder the environment department has 


postponed further new-town ballots until it 


has taught iri to love housing associa- 
tions; and, wisely, is bringing in consultants 
to do the same for HATS. 


Yet tenants are not the only threat. Tor? | 


bay council still hopes to press ahead, be- 


cause the Noes, though they won, were - 


fewer thar 50% of those eligible to vote. But 
many councils are proud of their housing. 

When ballots are called, nearly all Labour. 
councils and some Tory ones, backed by the 
Tory-run Association of District Councils, 
will be campaigning for a No vote. 


The third side of this triangle, the alter- | 


native cese also seems insecure. Even 
if rigged rules allow a transfer to go ahead, 
will ic? Housing associations do not want 
hostile tenants; at Gloucester, where a trans- 
fer plan has caused a huge row, North hous- 


ing association says it will withdraw unless — 


tenants back it. The response of the strictly 
private sector is mixed. The City has shown 
more readiness than some feared to put up 


capital for housing associations; and indi- 


viduals have rushed into the small new Busi- 
ness Expansion Scheme housing companies 
made possible by this year's budget. 

.. The reason for that enthusiasm is sim- 


XN ple: subsidy. Housing associations get state — || 
grants; BES investment offers top-rate tax ree . || 


lief.-In contrast, most building: societies, 


unsubsidised, show no interest in expanding - 
from lending to landlordism. And of new, . 
Orthodox residential- -property companies" 


the City offers not a sign. Why would it, 


when, for many families, mortgage relief sil = 


makes i it bet to buy than rent? > 





limiting rent . | 
subsidies. This. week's law. DIM two of 
trusts" i 


| x ! | they bs 











Y No. "Yet the Yeses may win, be- 






the Noes were only 42.596 of the ten- 







- voting, t 







: toO, would have lost. g 
i That i is the odd result of the gov- 
ernment's balloting rules on transfer 
of council housing. These block the 
transfer unless at least 5096 of tenants 
vote at all. But, that achieved, the 
=- transfer goes ahead unless 50% of all 
potential voters vote No: in effect, ab- 
stainers and absentees—even the 

dead, jeers Labour—are counted as if 
they had voted Yes. 













| ideas about trade-union strike ballots. 

























month says the union should have at 
least a 70% turnout, and then a "very 
substantial" majority for strike action 









Schools wanting to opt out of lo- 
cakauthority control have yet an- 
other set of rules. Each parent has 
one vote, period. So a single-child 
.. household may have two votes, while 
| alone mother-of-four has one. A sim- 
ple majority wins, provided at least 
5096 vote at all. If not, a second ballot 
is held, without that proviso. Wins? 
Well, kind of. A Yes vote goes up to 



















state is entitled to say No. 

Not that the present government 
has any. monopoly of odd rules. The 
1979 referendum on Scottish devolu- 









_ Cunningham, a Scots-born London 
. Labour mp-—a Yes from 40% of the 












but only by 32.996. agaist, 30. x4 


escrow) remiss my assign HNN TENEANTUR RETURN ERES - 


N cause 2,209 did ix vote at all, and - 


|. ant electorate. Silly Noes: instead of 
hould have sat on their - 


| hands. Then the Yeses, ahead by Ter i 


The government has different 


| The code of fondue it proposed this ' 


Whitehall, where the secretary of © 


tion required—thanks to Mr George — 


Scots electorate. The Yeses won, just;. . 


ur | 









TUST 787 of Torbay’ $. olal; E 
ants voted Yes, while 2,210 voted . 
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before it even considers going ahead. . § 



























The economy 


Price of profits 


HE spending boom bounds on. After a 

fall in September, the volume of retail 
sales rose nearly 296 in October; that made 
August-to-October sales 51290 up on a year 
ago. Industrial output also flagged in Sep- 
tember, but June-September output was 
342% up on a year ago..Manufacturing out- 
put is especially buoyant. Unemployment 
fell in October, for the 27th month running, 
to its lowest level since April 1981. But there 
is nervousness about next week's trade fig- 
ures, and an expectation that the October 
figures for retail prices may show inflation 
approaching 61/296. 

The boom has given firms lots of oppor- 
tunities to make money. Profit margins are 
at their fattest for more than a decade. Con- 

mer prices are nearly 2096 higher than 

ey were in 1985; but the unit cost of la- 
bour and materials used by manufacturers 
has risen by less than 596 over the same pe- 
riod (see chart). The result of this gap is an 
increase in the profits of industrial and com- 
mercial companies, from £56 billion in 1985 
to £72 billion at an annual rate in the first 
quarter of this year. 

Companies are therefore awash with 
cash. Thev have been using some of it to 
boost investment, on which spending in- 
creased by 1896 last year, and may be rising 
by another 1096 in 1988. But some of the 
rise in profits has clearly prompted demands 
for more pay—and encouraged employers 
to feel they can afford it. The rate of increase 
in earnings has accelerated, by one percent- 
age point, over a year ago, to an annual rate 
of 91496. This is one of the reasons for the 
spurt in inflation. 

Earlier in the year there seemed less 

use for worry. Indeed the latest quarterly 
gps from the Bank of England reported 

at real wages and salaries per unit of 
output in the whole economy fell by 1.596 
between the second quarters of 1987 and 
1988. In manufacturing, the fall was 3.7%. 
But the employment secretary, Mr Norman 
Fowler, was last week lecturing the Confed- 
eration of British Industry on the dangers 
of the re-appearance of that old British mis- 
fortune: the concept of a "going rate” for 
pay. 

The government is worried that, when 
the economic slowdown comes, employees 
may have got into the habit of asking for 
these "normal" pay increases. Although 
firms are now proud of schemes that tie pay 
to productivity and performance (easy to do 
when things are getting better), they will 
have a tougher time as increases in pro- 
ductivity slow. 

In many settlements, one-off annual bo- 
nuses are becoming folded into basic rates at 
the next pay round. In the recent pay deal at 


.. THE ECONOMIST NOVEMBER 19 1988 


h.n 





weekly basic rates will come from "consoli- 
dation” of existing bonus earnings. 

Some of the biggest recent pay rises are 
not the result of desirable productivity in- 
creases, but of undesirable skill shortages. 
These are now spreading from the over- 
heated south-east of England to cooler 
climes in the north—even including 
Tyneside. The cBi's quarterly industrial 
trends survey last month found 28% of 
firms reporting that shortages of skilled la- 
bour were limiting output: the highest pro- 
portion since the early 1970s. Construction, 
information technology, and engineering 
were the industries complaining most. 

Workers in south-east England are still 
doing best out of skill shortages. British Air- 
ways has just offered a loyalty bonus to its 
computer staff. Many firms in London are 
increasing their allowances to encourage 
younger people not to change jobs. Skilled 
workers in many industries deny that much 
of this gravy is coming through. They claim 
that unskilled workers are getting equally 
big rises. 

Outside the construction industry and 
some branches of engineering (mainly me- 
chanical and electrical), they may be right. A 
vear ago, some employers told a joint 
CBI/MSC survey that they were more likely to 
put more effort into recruitment, hire less 










Profitable gap 
January 19852100 
Manufacturing: 


© Weighted sverage of labour and materiai costs 





1985 1986 1987 1988 
Sources: Department of Employment, Department of Trade & industry 


qualified people, or hire subcontractors 
than increase pay exorbitantly. 

The bill for higher wages is being passed 
on to consumers. The prices producers pay 
for fuel and materials fell by 0.796 last 
month, but producer output prices rose 
0.5%. The CBi survey shows a balance of 
3296 of respondents planning to raise out- 
put prices in the next three months. 

With the volume of retail sales 512% 
higher than a year ago, customers seem in 
place to pay them—or else to switch to im- 
ports. But if firms raise prices when unit 
costs are increasing only slowly, they will 
raise them by more if wages continue to rise 
as growth slows. 

———— ee ne — — '«(— ia (- 


Rover, half of the £30-£33 increase in 


Lone parents 


Off to work 


VER half of the 1m single parents in 

Britain live in poverty. That is mainly 
because only two in five of them work, and 
the rest have little incentive to do so. Even 
after this year's social-security reforms, a 
woman working part-time can end up worse 
off after paying a childminder than if she 
had stayed at home. Thoughtful ministers 
would like to find ways of getting more lone 


parents to work. The main pressure-group - 


campaigning for one-parent families agrees. 
In the past, the interests of one-parent 
families have been seen mainly in terms of 
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adequate income support to allow the par- — 


ent to stay at home and look after her (or, in 


b, m 


one case in ten, his) children. While benefits — 


available to single parents have gradually im- 


proved, the availability of cheap, public 


childcare has declined, and many of the new 
jobs offered to women have been part-time, 


on modest pay rates. So a growing number - 


of single parents have found that it does not 
pay to work. Between 1977-79 and 1983-85 
the proportion with jobs fell from 4796 to 


39%. In the United States over a similar pe- - 
riod the proportion of single parents in the — 


workforce remained stable at around 65%. 


Now the National Council for One-Par- 
ent Families has produced a new policy — 


statement which pleads not for more state 
benefits but for more help for single parents 
to become independent from the welfare 
state. Why the change? Partly to pre-empt 
any move by the government to introduce 
anything too much like American workfare 
schemes, in which people work in exchange 
for welfare benefits. The council dislikes 
workfare schemes not just because some of 
them are compulsory but because most offer 
low-grade and often seasonal jobs. Those 
might be helpful for deprived teenage moth- 
ers who lack basic educational and work 
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skills, but they are only a tiny minority of - 


British single parents—8196 of whom have 
been married. Only half of American single 
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mothers on welfare have had a husband. 
The other reason for changing tack, savs 
the council, is that the parents it deals with 
are increasingly keen to work. Its main de- 
mand is decent training with provision for 
childcare. The government's new Employ- 
ment Training programme appears to ac- 
cept that principle by paying up to £50 a 


‘week per child minded whose parent is on 


the scheme. The snag is that to qualify for 
the scheme you must have signed on as 
available for work for at least six months; 
single parents find that almost impossible, 
as they are not deemed available unless they 
can arrange instant childcare. So the gov- 
ernment has waived the six-month rule for 
single parents—but not for those with chil- 
dren under five. Does it believe that they 
should be at home looking after their 
brood? Ministers need to make up their 
minds whether they want single mums to 
stay at home trying to salvage traditional 
family values or to go out to work and stop 
depending on the state. 





Village halls 


Uncentred 


ay LAGE halls are flourishing—but fall- 
ing apart. So says a report just pub- 


- lished by the Village Halls Forum, part of 


the charity Action with Communities in Ru- 


ral England (ACRE). The 3,000 halls sur- 


veyed (out of 8,500 in England) boasted 300 


different activities, from meetings of the 


- goat or rabbit club to domino drives and 


parachuting lessons. But many are dilapi- 
dated. About £30m is needed to repair 
them—and capital-grant aid from local au- 
thorities runs at only £5m a year. 

Village halls are provided by voluntary 


- organisations. Many grew from a law of 
- 1841 encouraging landowners to provide 
— sites for village schools. The schools were 
- used for evening gatherings, just as church 


vestries had been in the past. Then village 

clubs, mainly for working men, were 

formed. The village hall was the outcome. 
Most were built by charitable trusts af- 


- ter the first world war, often from donations 


to commemorate those killed. Some were 


converted from army huts. Some got grants 


from the Carnegie Trust, others interest- 
free loans from the then National Council 
for Social Services. From 1955 the ministry 
of education provided grants of up to 5096. 

But, since county councils took over in 
1981, pressure on budgets has led to patchy 
provision. Hampshire and Lincolnshire are 
generous; Cumbria and Staffordshire have 
withdrawn support altogether. Cash is 
scarce just as the village hall is finding new 
uses, on top of the traditional wedding re- 
ceptions, parish council or Women's Insti- 
tute meetings. As village shops, sub-post of- 
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Golden greens 


A PROSPECTS for farmers grow 
dim, they are hunting for other uses 
for their land. One way to turn un- 
wanted fields into cash is by using them 
for that land-hungry sport, golf. 

Bare farmland sold for a golf course 


sells for about £4,000 an acre, double the 
price of good agricultural land. Near 
coasts where the soil is light, farmland 
may fetch no more than £1,000 an acre, 
but is often very suitable for golf courses. 
So farmers have been watching with in- 
terest the battle over a planning applica- 
tion to put a golf course on 195 acres of 
the Hughenden Valley on the edge of 
High Wycombe. The course would have 





A more lucrative crop 


fices and bus services close, elderly people 
often rely on a “community shop” in the vil- 
lage hall. The nearest sub-postmaster may 
make a weekly run there to distribute pen- 
sions, or a doctor set up a temporary sur- 
gery. Others house day-care for toddlers. 
The report suggests halls should get 
100% rate relief, and be exempt from value- 
added tax on building work when zero-rat- 
ing is withdrawn next year. Mr Stephen 
Wright, of the Gloucestershire Rural Com- 








been in a part of the Chiltern Hills offi- 
cially designated an “area of outstanding 
natural beauty", next to Hughenden 
Manor, once the house of Disraeli and 
now owned by the National Trust. 

The environment secretary, Mr Nich- 
olas Ridley, has just refused permission 
for the course. His inspector had recom- 
mended refusal on the grounds that a 
golf course would convert outstanding 
landscape into “land possessing a mani- 
cured and artificial appearance." But the 
issue is likely to reappear elsewhere. Sur- 
rey, which already has 72 golf courses, is 
currently dealing with a further 15 appli- 
cations. Another ten are pending in 
Scotland and in Devon and Cornwall. 

Golf has only just begun to boom in 
Britain. It has some 2,000 golf courses, 
450 of them in Scotland, but only about 
ten new courses are opened each year. 
France and West Germany, in contrast, 
have few courses, but expect to build two 
new ones a week from 1989 onwards. 

The game is still cheap compared 
with continental Europe or America— 
let alone Japan. But even in Britain prices 
vary hugely. The best-known clubs, such 
as the Wentworth in Surrey, charge out- 
siders up to £115 a day to play. At many 
lesser courses the cost of a day is as little 
as £8. Even at St Andrew's “old course" 
in Scotland, it is a mere £20. Waiting 
lists for membership have been rising: at 
quite modest courses, the wait may be 
three years, and at the more select clubs 
12-15 years for those lucky enough to be 
invited to apply; or an entrance fee of 
several thousand pounds. 

So the demand is there. At present, 
the land is not. An 18-hole course needs 
130-200 acres. The demand for golf 
courses is concentrated either near cities, 
where the aim may be to keep what is left 
of the country open to all, or in beautiful 
areas such as Scotland or East Anglia. 

It is not only the rural conservation- 
ists who fear the shout of "Fore". Ram- 
blers will take warning from Mr Ridley's 
inspector who said "I do not consider a 
golf course . . . could be laid out in close 
proximity to substantial lengths of public 
footpaths with adequate guarantees of 
safety to persons using the paths.” 





munity Council, suggests district as well as 
county councils should provide cash. 

There is another source. Many villages 
now house plenty of middle-class commut- 
ers. Often, says the Rural Development 
Commission, they do have an interest in lo- 
cal life, and can afford to prove it. Tap their 
generosity—and hard. As the old charity 
rule says, ask a man for five bob and you'll 
fail; tell him you expect £50 and you'll get it. 
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States and markets 


America's Federal Deposit 
Insurance Corporation 
(FDIC) guesses that the cost of 
rescuing bust savings and loan 
associations is growing by $15 
billion a year. The thrifts are 
not part of the FDIC’s regula- 
tory turf, but it is afraid that 
Congress will be tempted to 
raid its coffers, now that the 
Federal Savings and Loan In- 


surance Corporation is bust. 





The OECD confounded its own 
predictions by announcing 
record levels of borrowing in 
international capital mar- 
kets: $337.2 billion in the 
nine months to September. 
Syndicated credits grew by 
nearly a half, to $86 billion, 
thanks to the splurge of Amer- 
ican corporate restructurings 
and takeovers. 


Trading places 


Brian Powers, the first Ameri- 
can taipan at Jardine 
Matheson, has stepped down 
for family reasons after five 
months in the Hongkong trad- 
ing house’s top job. He will be 
replaced by an accountant, 
Nigel Rich. 


South Korea is to cut import 
tariffs on over 100 items—in- 
cluding cars and whisky—by 
an average of 6.4% to help 
trim its current-account sur- 
plus. Average tariffs are cur- 
rently 18%. 


Nervous of Fortress 1992, Ja- 
pan's largest trading company, 
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Mitsubishi Corporation, is 
planning 100-or-so European 
ventures in light manufactur- 
ing, transport and distribu- 
tion. European sales account 
for $10 billion of its $97 bil- 


lion of annual revenues. 





Sales of Black Forest 
cuckoo clocks, 600,000 a 
year in the 1960s, slumped to 
a mere 150,000 in 1987 be- 
cause of cheap Japanese imita- 
tions. The West German man- 
ufacturers' federation is now 
encouraging product differen- 
tiation to boost sales. One 
new model boasts a night-time 
silencer, but it is still meant to 
be a dead ringer for the more 
traditional cooing clock. 


Wheels and deals 


Cornered: Britain's second- 
largest electronics group, 
Plessey, is fighting off a £1.7 
billion ($3.1) bid by the coun- 
try s largest electronics con- 
glomerate, GEC, which has 
teamed up with West Germa- 
ny's even bigger Siemens. 
GEC’s solo bid for Plessey was 
disallowed on competition 
grounds two years ago. 


With a fleet of bulk and gas 
tankers, and a large cash 
hoard, Gotaas-Larsen Ship- 
ping has agreed to a $670m 
offer from two British twins, 
David and Frederick Barclay, 
who have interests in hotels, 
property and breweries. 


Banco de Santander of Spain 
has taken a 1096 stake 
in Portugal's Banco de 














Comercio e Industria, the 
country's first commercial 
bank to forge international 
links. Santander is an old 
hand at the game: it has 
already bought into the 
Royal Bank of Scotland, Mi- 
lan's Istituto Bancario, and 
a Visa network in West 
Germany. 


[n a bid to crack Japan's grow- 
ing market for computer-inte- 
grated manufacturing systems, 
the world's biggest computer 
company, IBM, is to team up 
with three local companies. 


Davids and Goliath 


ee 


The chairman of America’s 
sec, David Ruder, claims 
that the size of international 
securities markets warrants 
cross-border regulation; he 
has taken the initiative with a 
blueprint for a global regula- 
tory framework. 


Meanwhile, David Walker, 
chairman of Britain's Securi- 
ties and Investments Board 
(siB), has plenty on his plate at 
home: he has produced a sim- 
plified draft of the siB's con- 
duct of business rules. And 
Lord Young, the trade secre- 
tary, plans to amend the 1986 
Financial Services Act, strip- 
ping professionals of the right 
to sue. 


Future insured? 
West Germany’s fifth-big- 


gest—and most acquisitive— 
insurer, Aachener und 
Miinchener (A&M), is to buy 
a 25% stake in another insur- 
ance company, union-owned 


Volksfiirsorge, for DM700m 


the same period of 1987. BA is | 
still having problems digesting 









































($404m). The deal will haul 
A&M from fifth to second 
place in West Germany's in- + 
surance rankings, behind 
Allianz. Italy's La Fondiaria 
will also take a similar-sized 
stake in Volksfürsorge. 


The credit-rating agency, 
Standard & Poors, says it will 
downgrade some big Ameri- — 
can insurers if California in- _ 
sists on 2096-lower automobile 
premiums in the state. ! 
= 
Bottom lines e 
In the first six months of 1988 — 
British Airways made pre- | 
tax profits of £222m xi 
($393m)—4.396 less thanin 


British Caledonian, its smaller 
ex-rival which it bought last — — 
December for £253m. " 


Third-quarter post-tax profits — 
at Volkswagen jumped by | 
23%, to DM109m ($58m). 
Most of the increase came 
from the West German car- 
maker's foreign operations. 


The pre-tax profits of Japan's. 
Big Four securities houses — 
fell by an average 26% in the 
year to September. Even | 
though the Tokyo stockmark- — 
et is hitting new highs, trading | 
volume has fallen sharply this — 
year. k 
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Third quarter post-tax profits M 
at Tiffany's, the New York 
jeweller, surged by 4396, to 
$5.3m. The company is suc- | 


cessfully diversifying its prod- 
uct lines. 










































































The world's money and 
capital markets are becom- 
ing increasingly global. This 
.process will be accelerated 
once capital transactions with- 
<in the European Community 
are fully deregulated, and EC 
-banks are free to set up shopin 
. any one of the member states. 
The consequence of all this 
¿will be tougher competition. 
F Of course, competition is 
IL a good thing in banking: it 
. helps. ensure that resources 
“are put to optimal use, 
|. reduces the charges for exist- 
“ing. banking services and 
spurs the development of new 
ones. But these advantages 
are only realised in practice if 
the competing banks can offer 
their services within a well- 
[defined official framework 
which establishes the ground 


|; business operations. In other 
words, banking activity has to 
be regulated by a supervisory 
authority. Up to now, how- 
ever, the standards applied by 
the various national authori- 
ties have differed consider- 
__ably, artificially creating com- 
petitive advantages—and dis- 
advantages—between inter- 
nationally active banks. Yet 
' enormous rise in the vol- 
ume of cross-border capital 
flows over the past few years 


banks with a level playing 
field. - 





Banking Supervisory Office 
in West Berlin is strict, ef- 
-ficient and yet liberal. It is 
Strict and efficient above all 
as regards 


rules and covers day-to-day | 


has made it imperative to 
provide internationally active - 


West Germany s Federal 


the standards 


imposed on banks; the Super- 
visory Cffice is liberal in that 
it does not interfere with the 


banks’ day-to-day business. 


The stability of the German 
banking system is underlined 
by the fact that financial 
institutions hardly ever go 
bankrupt in West Germany. 
In order to protect creditors 
and safeguard the banking 
system, banks are required to 
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short term, however, German 


banks might find themselves 
at a disadvantage vis-à-vis. 
their foreign rivals. World- - 
wide, equity capital is in short - 


supply and thus expensive. _ 
The proposals of the EC 


Commission largely follow 


the recommendations of the 


Gross lending in the international financial markets 
(Bank leans, bonds, Euronotes and similar facilities) 


[] ona haf 


E ist hai 


1983 1984 1985 
Source: OECD 
meet exacting standards as 


regards their equity capital 


ratios. Consequently, the 
German definition of equity 
capital essentially takes into 
account orly shareholder 
funds and retained profits. 
This is significant for lending 
operations as a bank's credits 
and holdings may not total 
more than 18 times its equity 
capital plus reserves—a co- 
efficient of 5.6 96, Not least for 
this reason, the West German 
banks fare rather well in an 


international comparison of 


capital adequacy levels. In the 
long run, this enhances the 


Stability of the financial sys- 





1986 1987 —— 1988 
Cooke Committee in Basle. 
This July, the central bank 
governors of the extended 


Group of Ten approved the 


Committee's suggestions for 


an internationally binding 
principle covering equity 
requirements. Three key 
features of the "risk-asset" 
method prescribed under 
German law—namely, an 


equity capital definition, a 
weighting of risks in lending 
business, and coefficients for. 
the ratio of equity funds to 
assets—are to be introduced. 
The rules are to apply from 
the end of 1992 and will serve 
as minimum standards for 
banks with international oper- 


tem and it also improves the ` ations. Yet national super- 
standing and rating of the 


individual banks. In the- 


visory authorities are free to 
adopt a. tougher stance on 
specific.points of detail. 

Equity capital redefined 


There was disagreement in 


- Basle on how to define equity 


capital, with a political com- 
promise eventually produc- 
ing a. two-tier system. The 
first level contains the “hard” 
components. of the so-called. 

“core capital": share capital 
and disclosed reserves. A 
second group of items, includ- 
ing revaluation reserves, hid- 
den reserves, general pro- 
visions and certain surrogates 
like profit-sharing rights, rep- 
resent "supplementary capi- 
tal”. However, the latter items 


 areonly permitted to make up 


50% of a bank's equity capi- 
tal-a point welcomed by the 
West German banks, who 
would have actually preferred 
an even narrower definition. 

The Basle agreement re- 
quires that a bank's equity capi- 
tal equal at least 896 of its 


risk-weighted assets—with core 


capital alone amounting to 4 96. 


While West Germany's banks 


are well equipped to comply 
with this demand, this is not the 
case throughout the world. A 


number of Japanese and US 


banks, for instance, will find it 
necessary to increase their core 
capital substantially. 
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With allies like these 


N FEW places does hope triumph so fre- 
quently over business experience as in 
rging corporate alliances. No sooner had 
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up to a Silicon Valley computer company, 


Sun. Chipmakers like Intel and Texas In-- 
struments seem to denounce their Japanese — 
partners as patent thieves and price cheats |. 
as frequently as they sign up new ones. So _ traditionally spent less on research than any 


will today’s joint ventures turn out any bet- . . 


. ter? Not unless managers learn some lessons 
about how partnerships can best be run. 


The lure of alliances is a powerful one. 
Through co-operation, a firm can get hold ~ 
.* of technology, distribution facilities, knowl - 
"edge about new markets and many other | 





" things more quickly than it can build or 


learn them itself—and more cheaply than it. — 
Honeywell in the 1960s, it acted merely asa 
|. sales agent. At first the relationship seemed 


can buy them in a takeover. In the 1970s, 


executives rushed to create alliances that 
would marry western technology with Japa ~ 


^" nese production skills. Yet by 1987, Japa- 
. pese firms registered more American pat- 
ants than any American rival. 





xT's office-automation partnership with . 
F"italy's Olivetti begun to sour than the . 
American telecommunications giant sidled. _ 
- .strategic alliances, argues that firms that are 
_ best at learning all they can from their part- 
“ners get the lion’s share of the benefits. 





But alliances are more than a way of 


. achieving goals such as conquering a market 


or creating a new product; they are also a 


way of finding out valuable information 


about one's partner: Mr Gary Hamel of the 
London Business School, who has studied 


Consider Japan's NEC. Although it has 





ivals, NEC has grown through alliances 
to becom the only firm to rank among the 
ten biggest competitors in all the three sec- 


“tors of electronics: computers, telecom- 
.munications and semiconductors. Its trick 
lies not in Japanese perfidy—as some embit- 
tered westerners complain—but in close at- 
“tention to the inner workings of alliances. 


When NEC first allied itself to America's 


to be all roses. NEC worked hard, boosted 
Honeywell's profits and increased > the 
American company’s share of the Asian 
market. But Honeywell’s short-term gains 





some of NEC's computers. 


| the 200 most-important ones flew to Jap 






evolved into a long-term loss. As NEC 
came more adept, it asked Honeywell- 
a plethora of other partners—to give itm 
responsibility, skills and technology. Ha 
to keep up profitable relationships, the p 
ners obligingly reached deeper into the 
supplies of computer know-how. But ev 
tually they ran short of things to give. NE 
computer division is now several times. 
ger than Honeywell s—and Honeywell 











Watching your pockets 
From the techniques used by NEC and ot 
successful corporate borrowers, Mr H 
has distilled several lessons for compat 
planning to prosper at their partner: 
pense—or to prevent their partners 
pering at their cost. They include: 
e Guard the gate. Fujitsu has assigned a 
gle executive to the full-time job of looking 
after its relationship with a British com- 
puter-maker, ICL. To "facilitate" contacts 
between ICL executives and their Fujitsu 
counterparts, this executive handles all r 
quests for information, and he sits in on all 
meetings. For a time ICL let Fujitsu execu- 
tives make their own way through its orga- 
nisation. No prizes for sures who was 
learning the most. 
@ Pay attention to questions as well as an 
swers. When Boeing set up a joint venture 
with Mitsubishi Heavy Industries, it was ter. 
rified that the Japanese company might gel 
its hands on Boeing's expertise at designing 
aeroplane wings. So it monitored all re 
quests for information and discovered thai 
instead of wings, Mitsubishi was zeroing it 
on Boeing's project-management skills 
That knowledge helped Boeing stay in co 
trol of how much know-how it should. 

slip. And it gave Boeing's managers a val 
able insight into Mitsubishi's assessmen 
its own strengths and weaknesses. 
e Ask broad questions. Canny Japa 
firms often ask for an economic justificat i 
for changes they are asked to make in 
design of components that they suppl 
westerners. This way they gain mar 

knowledge along with the technical kini 
e Teach, too. Japanese executives return 
from secondment to a partnership give ser 
nars about what they have learned; weste 
ers usually fade back into the woodwork. 
e Be cheeky. When ICL was on the rocks, 
partner, Fujitsu, suggested that ICU's. 
tomers might have more confidence if, 



























































to see how stable iCU's Japanese partner w 
ICL did not fall for that one. 
@ Know when, and how, to quit. Extrica 
oneself from a long-term partnership can 
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hard. Take the example of France’s Thom- | 


son, which has skilfully played Japan's Jvc to 
a tie in the partnership game. 

Thomson's consumer-electronics for- 
tunes have been linked to those of IvC since 
the late 1970s, when Thomson began selling 
JVC's video-recorders under its own label. In 
1982 the French government lost its temper 
with rising Japanese imports. Shipments of 
Japanese video-recorders were suddenly di- 
verted to a remote customs shed at Poitiers. 
Thomson and Jvc then decided to start 
building video-recorders together in France. 

Faced with the alternative of Poitiers, 
JVC was willing to be generous with Thom- 
son in sharing its technology—at least for 
the low-cost end of its video-recorder range. 
Besides, Thomson did not seem well placed 
to compete seriously with jvc. With annual 
sales of 800,000 video-recorders (compared 
with JVC's 5m) Thomson could not support 
the research needed to match jvc’s ten- 
model product line. Nor, for that matter, 
could Thomson upgrade its product line ev- 
ery 18 months, as jvc did. Even if it showed 
signs of doing so, JVC could bash it by cut- 
ting prices on the fancier and more expen- 
sive video-recorders which it still sold in the 
French market under its own name. 


Turning tables 


Thomson kept studying video-recorder 
technology and production regardless. It 
even hired redundant Swiss watchmakers to 
help improve its precision-engineering 
skills. Then Thomson turned the tables on 
JVC by swapping its medical-equipment busi- 
nesses for the consumer-electronics division 
of America's General Electric—which sells 
4m-5m video-recorders annually under the 
GE brand and through its subsidiary RCA. 
Ironically, GE bought its video-recorders 
from JVC's parent, Matsushita Electric. 

Though the relationship with jvc has 
cooled considerably, Thomson would now 
seem to have what it needs to enter the 
video-recorder market on its own—if the 
South Koreans do not turn the market into 
a competitive bloodbath first. But many oth- 
ers are still uncomfortably reliant on part- 
ners. ICL might find it hard to declare inde- 
pendence from Fujitsu. Chrysler is looking 
to partners to do the hard work of building 
many Chrysler cars more efficiently. 

Opportunities to create new allegiances 
abound— particularly with Japanese firms. 
Instead of technology, the Japanese now 
want help in moving production facilities 
away from Japan because of the high ven. 
And they hope to share westerners' knowl- 
edge of local markets. Europeans, too, are 
rapidly forming new allegiances to meet the 
challenges of the EEC's open market after 
1992. But before everyone signs up, firms 
need to think hard about the chances that 
they will, years from now, find themselves 
playing second fiddle. 





78 





Chinese industry 


Long march to free markets 


BEIJING 


TTEMPTING to liberate a communist 
economy is like running in a potato 
sack race, a French academic, Mr Jean Fran- 
cois Level, has said. "Once the participants 
reach a certain speed, they cannot accelerate 
further, unless they drop their sacks—that is 
to say, get rid of the party and its monopoly 
on decision-making, which is the very es- 
sence of the regime." China is now tighten- 
ing up central control again, but the Com- 
munist party leader Mr Zhao Ziyang hopes 
to quicken the pace of Chinese industry by 
promoting a bigger system of socialist 
“shareholding”. 

Mr Zhao reckons that all enterprises 
which make a profit should be able to invite 
workers and staff to become shareholders. It 
will, he believes, boost the efficiency of the 
sluggish state-run mammoths and end the 
hazy divisions between government admin- 
istration and business management. Regula- 
tions and a draft law governing more share 
issues will finally be submitted to the state 
council this year. 

Bankruptcy, stockholding, mergers, 
leasing and even the sale of some state- 
owned enterprises to foreigners have been 
experimented with since 1984. And some 
6,000 enterprises in China have already is- 
sued shares valued at 2 billion yuan ($800m) 
with reasonable success. But these are not 
state-run giants. They are mostly dynamic 
small-scale rural industries, which operate 
outside the latest plan. 

They include businesses such as a bee- 
keeper in Jiangxi province, who owns 400 
hives and pays a 1296 return on the 1m 
shares issued, as well as dividends of 2.596. 
In one county near Wenzhou, China's but- 
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ton-making capital in Zheijiang province, 
1,743 enterprises have issued shares worth 
120m yuan. In one case 26 local peasants 
pooled together 78,000 yuan in 1985 to start 
a sandal factory. Three years later it has mul- 
tiplied into 13 factories producing suitcases, 
toys and gloves. 

But so far only a handful of experiments 
have been tried with existing state corpora- 
tions. In Shanghai only two big issues can be 
bought and sold freely, although a thousand 
enterprises have sold shares to their 
workforces. These shares provide fixed re- 
turns, often little better than bank deposit 
rates. Many also work like lottery tickets, 
with cash prizes or apartments offered to the 
winners. The Golden Cup Auto Corpo 
tion, a mammoth group of 61 companies in 
go-ahead Shenyang, capital of the Liaoning 
province, made the biggest splash when in 
July it issued freely tradable stock. Only 1096 
was sold to the public, but that was snapped 
up quickly. 

The state has remained by far the largest 
shareholder in most of the experiments. Ar- 
guments rage about how mixed China's new 
economic order should become and how far 
it should be allowed to go. A shareholding 
system would entail, as Mr Zhao has recom- 
mended, allowing badly run companies to 
go bankrupt. But around 1796 of the 6,000 
large and medium-sized state-industries are 
considered unprofitable. They lost $1 bil- 
lion in the first half of this year even though 
subsidies to state enterprises will reach 
$10.8 billion this year—equal to almost half 
the total earnings of Chinese industry. Let- 
ting too many of these corporations go 
bankrupt will be painful. 

There is also opposition to Q 
takeovers and mergers which a 
share-owning system would en- 
courage. So far the central com- 
mittee has decided only to semi- 
privatise a few small state-run 
corporations. Larger ones will 
have to wait until price reforms 
are implemented and the enter- 
prises are subject to market forces. 

The contract system was en- 
visaged as a transitional stage to 
share ownership, but is now being 
recognised as a failure. Under the 
system a company and the state 
negotiate an agreement over the 
amount of profits to be retained or 
handed back to the state. This al- 
lows the enterprise some auton- 
omy over its investment. But it 
rarely forces the management to 
make substantial changes, and it 
encourages short-term profits at 
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The Governor of the Bank of England warns agains excessive haste 


towards the distant dream of a single currenc 


or Europe. Britain’s 


‘More nonsense about monetary union 
| 
| 


chancellor calls the idea of a Central Bank of Europe ''manifest non- 


sense’’. Their case is unconvincing 


HE plan to make Europe a fully inte- 
grated trading area—a "single mar- 
ket" —by 1992 has revived the long-run- 
ning debate about the Community's 


monetary arrangements. As the Governor 


of the Bank of England, Mr Robin Leigh- 
Pemberton, said in a speech this week, 
this re-examination has been driven by 


> two propositions: - 
-Æ The single market will mean less ex- 


> 


ange-rate stability in Europe. This is 
because the reforms are going to abolish 
apital controls. After 1990 people and 
C s will be entirely free to switch 
heir assets between different currencies. 
So the balance of currency demand and 











supply is sure, other things being equal, to 


become more volatile. As a result, cur- 


 rency prices (exchange rates) will fluctuate 


more than they do now. 
e The full benefits of the single market 
will be realised only if governments can 
achieve far greater exchange-rate sta- 
bility. This, on Mr Leigh-Pemberton's 
reckoning, is mainly a matter of uncer- 
tainty about future parities. The greater 
this uncertainty, the greater the risk for 
companies which invest (in new plant, for 
instance) with the aim of selling more in 
international markets. Exchange-rate in- 
stability, therefore, is a bar to compe- 
tition. Ás the single market emerges, and 
other barriers are lowered, currency insta- 
bility will loom larger. 

Where does monetary union come in? 


. It is the limit of greater currency stability. 
M Monetary union would mean that Europe 
had a single currency, its supply con- 


trolled by a European central bank; inter- 
nal "exchange rates” would be fixed once 
and for all; currency uncertainty would 


| vanish for trade within Europe. 


- Britain's government is divided even 
about whether to join the present Euro- 
pean Monetary System (EMS)—a dither 
which wobbles its platform in the bigger 
debate about monetary union. Sterling is 
part of the European Currency Unit, the 
ecu, but not of the full exchange-rate 
mechanism. The chancellor of the exche- 
quer, Mr Nigel Lawson, wants to join this 
but Mrs Thatcher does not. The official 
formula has long been that Britain will do 
so "when the time is right". Unsurpris 
ingly, therefore, Mr Leigh-Pemberton 


urges reformers to be “pragmatic”. This 


means: take small steps in the direction of 
monetary union, but please don't ask 








whether it would be a good thing ever to 
arrive. 

In outline, he argues as follows. The 
two propositions on which the fashion for 
monetary union is based are at odds: the 
first implies that exchange-rate stability 
will be impossible in the EMS after 1992, 
and the second that it will be essential. If 
the single market is itself a good idea, both 
can hardly be right. 





Actually, he says, both are wrong. The 
removal of capital controls will not neces- 
sarily lead to a big increase in currency in- 
stability (which refutes proposition one). 
The benefits of 1992 will be large even 
without an improvement in exchange-rate 
stability (which refutes proposition two). 
And, by the way, monetary union is a po- 
litical non-starter, so why waste time dis- 
cussing it? Instead, seek currency stability 
where you may, through improved policy 
co-ordination and continued vigilance 
against inflation. 

In fact, both propositions are three- 
quarters right.—and complementary not 
contradictory. As Mr Leigh-Pemberton 
admits, liberalisation of capital flows has 
already caused. episodes of strain within 
the EMS: he cites the pressure on the 
French franc before the system’s parities 
were realigned in January 1987. These 
strains have been accommodated by a 
combination of the system's flexibility 


gue for the abolition of his own job? 




























































ment against each other) and by pressure 
on weak-currency, capital-liberalising gov. 
ernments to keep interest rates high 
When the rest of the capital controls go, it 
might be necessary either to widen the 
margins, or for governments to submi 
more strictly to the monetary policy that is 
set for them, in effect, by West Germany 
the system's anchor. 

In either case, proposition one i: 
largely right: exchange-rate stability is go- 
ing to be harder to achieve. Propositior 
two is also right: Europe will indeed forgo 
many of the benefits of 1992 without 
greater exchange-rate stability. Here the 
governor's mistake is to take far too 
blinkered a view of the economic costs 
exchange-rate variability. 

These costs are not just a matter of un 
certainty about future exchange rates. | 
stressing the value of movable currencies: 
as economic shock-absorbers, Mr Leigh 
Pemberton rightly points out that regions- 
within national economies grow at differ- 
ent rates, causing strain; how much. 
greater the strain, he says, between nae: 
tional economies, with fewer channels of 
adjustment (such as labour mobility and: 
automatic fiscal transfers). Fair enough 
But does Mr Leigh-Pemberton think t 
a separate currency for north-eastern Eng 
land, or for southern Italy, might be a: 
good idea? If it seems absurd it is precisely 
because the costs of monetary disintegra- 
tion would be huge. A separate currency. 
creates, in effect, a separate economy. 
Economic interaction between the parts 
cannot help but be diminished. mE 

Finally, the apparent tension between 
propositions one and two is really the big- 
gest reason for making monetary union. 
Europe's long-term goal. The counterpart 
of greater potential volatility in curren-« 
cies, duly confined within the presen 
EMS, is greater interest-rate volatility. Af- 
ter 1990, expectations of realignments to 
come will cause bigger rises in interest 
rates in the countries whose currencies 
come under pressure. Only in a credibly 
fixed system is there no expectation of 
currency realignment, and so no need f 
any corresponding change in inter 
rates. Only in a fully fixed system, in othe 
words, does an economy discover the fle 
ibility of being able to finance a foreign- 
payments imbalance without a crisis in its 
monetary policy. 

The price of this flexibility is to hav 
no independent monetary policy at a 
Should it be paid? Mr Leigh-Pemberton 
biggest mistake was to deem the questio 
not worth asking. But then, who would 
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xpense of long-term investment. 

Mr Zhao may be able to convince the 
tious premier, Mr Li Peng, that a big 
ve into a socialist shareholding system 
elp slow inflation, by soaking up spare 
yate capital. But it is doubtful whether 
ditions really are ready. A researcher at 
-People’s Bank of China has calculated 
t to stabilise the economy the country 
need to sell the equivalent of at least 
billion in shares. China is not ready for 
cause ideology remains a potato sack 
ound the legs of its industry. As party doc- 
e holds that workers are already masters 
of the means of production, why should 
ev buy shares in their own factories? 





'RELAND' S bright hopes of creating an 
A international software industry have 
dimmed. Three of its largest companies 
nave run into trouble. It seems that exper- 
ise, modern telecommunications and 
contemplative peace are not enough to 
outweigh fickle venture capital and the 
ack of an adequate home market. 
. British jokers may snigger at the idea of 
in Irish industry. driven by raw brain 
power. They should shut up. Britain suf- 
ers from a shortage of programmers. Ire- 
land educates some 1,000 computer grad- 
uates a year, enough to fill the jobs 
wailable at home and many in Britain 
oo. Ireland's digital telephone network, 
he most extensive in Europe, makes ex- 
sorting programs a matter merely of send- 
ng them over telephone lines, So Tipper- 
software should be as well-placed as 
hat written in Silicon Valley. 
* Although Ireland’s Industrial Devel- 
| pment Authority (IDA) reckons many of 
Treland’s 250 software companies are still 
healthy, the problems suffered by three of 
-its largest show that something more fun- 








. European electronics 


Dinosaurs’ picnic 





F AT first you don’t succeed, put a Euro- 

pean spin on the problem. Nearly three 
years after GEC (Britain’s biggest electronics 
conglomerate) failed in its bid for a smaller 
rival, Plessey, GEC has joined with West Ger- 
many’s Siemens to try again. In 1986 Brit- 
ain’s Monopolies and Mergers Commission 
quashed GEC's £1.2 billion bid for Plessey 
for fear that the combination of two of Brit- 
ain's biggest defence contractors would 
eliminate the last vestiges of competition in 
British military electronics. This time, how- 
ever, GEC is offering a new rationale for the 
merger—creating European-wide compe- 
tition both in defence electronics and 
telecoms—as well as a new £1.7 billion ($3.1 
billion) price. 


At first glance, GEC's argument seems a 


powerful one—though Plessey disagreed by 
rejecting the bid and urging its shareholders 
to do the same. In their core businesses 
Plessey and GEC are overshadowed by inter- 
national competitors. In telecoms their joint 
venture, GPT, is only a fraction of the size of 


. America's AT&T. GPT is dependent on its 


contract to supply the System x digital tele- 
phone exchanges to British Telecom. That 
may not be enough to keep GPT going. To- 
day, Plessey's and GEC's semiconductor divi- 
sions are weak in all but a few niche markets. 
Though Plessey's defence divisions get more 


A glitch i in Irish software 


damental may be going wrong. Ireland’s 
tiny home market means that growth 
must come from abroad. But foreign mar- 
keting is time-consuming and expensive. 
Venture capitalists have got wary of end- 
lessly sinking money into floppy discs. 
COPS wrote software for IBM midrange 
computers. It sacked most of its 90 staff 
when two of its three operations went 
bankrupt. Cops ran out of cash before it 
could market promising new software. 




















than half of their sales. Te ee aa | 
markets, GEC’s performance in this sector 
has been less impressive. And if European 
governments do drop their preference for 
- home-grown suppliers come 1992, both face- 
much tougher times ahead. 

As R&D costs climb, the anes of 
being big loom larger. By linking with Sie- 
mens, GEC (with annual sales of about £5.6 
billion a year) and Plessey (£1.3 billion a 
year) would gain the backing of the DM59.4 
billion ($34.2 billion) sales of the West Ger- 
man giant, as well as an entry ticket into the 
large and notoriously inaccessible West Ger- 
man telecoms and defence markets. 

The snag with GEC's argument is that - 
big is only part-way to being beautiful. Com- 
panies also have to be more competitive, 
and in that neither GEC nor Siemens have 
been notable successes. Both seem to have - 
hoarded more cash than they know what to _ 
do with, and neither has recently shown 
much skill in using it to grow their o 
sprawling businesses. So why should the ad- 
dition of Plessey spruce things up? 

It could make matters worse. The com- 
bined GEC-Siemens-Plessey, far from being 
rationalised, will be bound by a cat’s-cradle 
of holdings and cross-holdings. For exam- 

ple, the plan is to run the combined defence 
br us through at least three organisa- 
tions. GEC is to take 5196 of Plessey's North 
American business, and the shared Euro- 
pean defence businesses are to be run índe- 
pendently of either parent. Meanwhile, GEC 
will also take a 5096 share i in Siemens's own 












Software Laboratories sells database and 
transaction-processing packages which 
work on the UNIX operating system. The 
firm's staff was cut from 50 to 15 when it, 
too, was caught short of money as it per- 
fected its programs. The company's mar- | 
ket is almost entirely abroad. 
The government has tried to help with 4 


| venture capital and grants to exporting 


companies. But it was a government- | 
backed venture-capital company that has 
been blamed for deserting cors. The IDA 
has tried to foster growth by attracting | 
about 50 international firms, such as | 
America’s DEC, Microsoft, Ashton-Tate, | 
Lotus and Claris. Yet the departure of | 
MSA Medium Systems, an arm of Manage- | 
ment Science America (because costs | 
could be cut by joining its unprofitable 
Dublin arm to its Brussels office), shows 
how quickly such companies can move 
their caravan on again. At the moment 
the multinationals export 9096 of their 
products; local companies pono only | 
40%. Ireland's new national plan for the © | 
industry, which willemerge over the next | 
few months, needs to be programmed 
with plenty. of international marketing 
and finance. m" | 





























Has your once exciting career path turned into a well- 
trodden rut? Although you've achieved success, does it fail to 
compensate for the drive you still feel? 

If so, a detour via the London Sloan Programme at London 
Business School could prove more than just an interesting diversion. 

In fact, it could lead to a complete change of direction. 


A move in the right direction. 


Of course, your needs may not be quite so dramatic. 

You may be a specialist wanting to broaden your management 
capabilities. 

You may wish to assume more responsibility, but are wiser 
than simply to assume you are prepared for it. 

“The 9 month London Sloan Programme can help to broaden 
your skills, or to prepare you for more responsibility. 
-In short, it will equip you for a major career change. 
Ensuring you of a change for the better. 


A unique approach in a unique environment. 

The London Sloan Programme is the only one of its kind in 
Europe. 

And, together with Stanford and MIT in the USA, London 
Business School is one of only 3 centres in the world offering the 
- Programme's unique management philosophy. 

The core subjects are the same as those covered by a traditional 
one year MBA. However, the London Sloan Programme offers far 
more scope. 

There is also the opportunity to discuss wider business issues 
with leading executives at ‘Executives in Action’ seminars, and the 
added stimulation of spending 9 months in the company of 


like-minded people from a wide range of organisations and _ SENS 






backgrounds. 
Of the men Land women selected to o d 


An international perspective from. 
an international business school. 


The London Sloan Programme can also boast to offer a truly 
international perspective. Almost 40% of the participants come from 
overseas, some from the established industrial countries of Europe 
and others from the growing nations that will become the industrial 
competition of tomorrow. 

This aspect of the Programme is strengthened still further by 

extensive practical field work in both the UK and the USA. 
| But the intellectual and international environment is not the 
only attraction of the London Sloan Programme at London Business 
School. 


Set in the park, we're eee of the field. 


Our links with the City of London — one of the world's 
leading financial centres — give us an unparalleled expertise in the 
areas of finance and investment. 

Our resources are counted among the world’s best, and we 
offer one of the largest business research facilities in Europe. 

We have a Centre for Economic Forecasting which is 
internationally acclaimed. 

And our facilities are every bit as modern as our thinking. 

Every participant has access to micro and mainframe 


LONDON BUSINESS SCHOOL 


computers, and to the School's library — which is one of the 
UK's biggest subscribers to on-line databases. 
' Yet surrounded as we are by the latest technology, we 
e also surrounded by one of London's most beautiful parks, 
close to i End and all it has to offer. 
afféyecutive seeking a new career direction requires 





















































The next London Sloan Pr 
25th 1989. 
Whether you are a Personnel Manaj 
executive development, or an executive acti 
sure to want more information. 


and Monday 28th November. If you would li 
fill in the coupon indicating what informatior 
a place at an Information Evening, phone F 
on 01-262 5050 x 306). 


REGENTS 
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To: Dept of External Affairs, London Business School, Sees Place, E 
Regent’s Park, London NW1 4SA, U.K., Tel: 01-262 5050 : 
Fax: 01-724 7875 Telex: 27461 LBS KOX G. | 
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Name: 
Job title: 
Company: 
Address: 
: Tel: 
Please send me details of: London Sloan Programme D 
(Please tick appropriate box.) ANE Executive ProgrammesL] 
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ritain's Monopolies and Mergers Commis- 
on. And the EEC now says that it wants to 
ass judgement on the merger as well. GEC is 
moured to have been lobbying Britain's 
nistry of Defence, which blocked the bid 
t time. The chances are that the new bid 
be approved in the now-sacred name of 
ro-competition. 









s the real thing 


“IRED of guf about building global 
. brands and the homogenisation of mar- 
ets? So far only one brand, Coca-Cola, is 
n the tip of consumers’ tongues worldwide. 
. survey of 3,000 consumers, split equally 
tween Japan, America and Europe, reck- 
hat Atlanta's fizzy tipple is not only the 
st powerful brand name in its home mar- 
but also second in Japan and sixth in 
ope. None of its eight closest rival brand 
nes—iBM, Disney, McDonalds, Honda, 
ony, Toyota, BMW and Porsche—made the 

50 in all three areas. 
Landor Associates, a firm of image con- 
ants which organised the survey, judged 


id" or the consumer's familiarity with a 
nd; and secondly their "esteem" for the 


ought it was. Thus, Rolls-Royce motor 
rs ranked 15th in its share of European 
insumers' minds; but first in their esteem. 
* out fourth overall in Europe. Coca- 
anaged to pick up the best rating for 
re of mind across Europe, but languished 
mber 66 in terms of esteem (probably 
ause of all those dietary worries about 
) NHK, Japan's state-owned broad- 
, certainly has a problem: it was the 
: known name in its home market, but 
d 266th in quality—giving it an overall 
gofl4th, — 

he scoring system probably gives too 
clout to brands which ooze quality— 








But the first hurdle the deal must clearis 


and power on two criteria: first "share of - 


duct, in other words how good they. 
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NEW YORK 


young men and blues music are the 
usual stuff of jeans advertisements—tra- 
ditionally aimed at the young and rebel- 
lious. No longer. Levi Strauss's latest 
television advertising campaign in Amer- 
ica shows a father teaching his son to 
fish. In another, a rabbit pops out of a 
hole in the snowy ground as a man 
mends a fence. For the first time, Levi 
Strauss's advertising is being aimed 
squarely at men in their 30s and 40s— 
the baby boomers who first adopted 
denim as the unofficial uniform of youth. 
After growing rapidly in the 1960s 
and 1970s, the American jeans market 
faded in the early 1980s: the number of 
pairs of jeans (broadly designed to in- 
clude denim and other fabrics) sold fell 
from a peak of 502m in 1981 —the height 
of the designer jeans boom—to 416m in 
1985. Sales stabilized in the following 
two years. But this year, the market 
seems to have got the blues again with 
total jeans sales down another 7%. 
This has prompted Levi Strauss and 


| 
| NTREETWISE teenagers, hunky 
| 


the jeans total, sales of denim jeans 
(about 85%) have held up slightly better 
since 1985, helped by the launch of new 
fabric finishes such as stone- and acid- 
washing, and the success of Levi's re- 
introduction of its fly-button 501 jeans. 
Why have sales of jeans shrunk in the 
1980s? One reason is that designer jeans 
have fallen from favour. Another, more 


like Porsche, Rolls-Royce and Ferrari— 
rather than more mundane products which 
most people buy, such as washing powder, 
shampoo or Kodak film. Nevertheless, the 
survey does give some clues as to how dis- 
tant the global market is: 

€ Local brands still dominate. Only a couple 
of foreign brands (Mercedes and Rolls- 
Royce) sneaked into the American 
top 50 and only eight reached the Jap- 
anese list. Roughly half of Europe's 
top 50 brands come from non-Euro- 
pean firms, but most of Europe's na- 
tional markets stay local. Outsiders 
do well in Belgium (where the top five 
brands were Mercedes, Volkswagen, 
Philips, Esso and Coca-Cola) but 
most Europeans prefer their brands 
to come from within their borders: 
France favours Air France; Holland 
KLM; Germany Mercedes; and Britain 
Marks & Spencer. 

€ Japan remains the toughest market 
to crack for the big consumer-goods 


Wrangler to announce cutbacks. Within 


companies. A large number of Ameri- 














important factor, is the changing demo- 
graphic make-up of America. The num- 
ber of 14-24 year-olds—the biggest wear- 
ers of jeans—is shrinking. By 1990 there 
will be 16% fewer American males in this 
age group than in 1980. By contrast, the 
number of 25-44 year-olds is expected to 

row by 3096. This is bad news for jeans 
manufacturers: the average male 14-25 
year-old buys twice as many pairs each 
year as do those over 24. 

Levi Strauss, which got into the busi- 
ness 100 years ago when its founder sold 
trousers made from tent canvas to Cali- 
fornian gold panners, still dominates the 
market with about a quarter of American 
sales. To maintain that it must now try to 
court the aging baby boomers, who have 4 
traded in Levis fot trendier (and baggier) - 
tracksuits or casual slacks. Levi's message 
is that jeans are still best—if perhaps in a 
slightly more generous size. 
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can brands managed to reach the top 100 in 
Europe and America, but have failed 
make the grade in Japan. These include te- 
book favourites for global branding like 
Marlboro, Colgate, Kellogg's, Levi's and 
Coca-Cola's old rival, Pepsi-Cola. In con- 
trast, European luxury brands—including 
Chanel, Rolex and Christian Dior—have 
made an impact in Japan, but have done less 
well in America. 

@ Despite the wiles of advertising men and 
the new horde of brand consultants there is 
no substitute for longevity. Coca-Cola be- 
gan advertising in 1886 and its seven closest 
pursuers are each more than a quarter of a 
century old. Just "being there” appears to 


. have a greater effect than jazzy advertising. 


€ Different products have a different clout 
in the three markets. On average Americans. 


choose food brands; Japanese favour com- 


puter and electronics followed by retailers 
(Takashimaya is the Harrods of Tokyo); and 


Europeans pick cars. Quite a muddle for the 


business boffins to puzzle over. 
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shipper's transportation needs reach way beyond the world, they have grown to understand the needs of shippers. 
F ; g ei» 


the airport. And that is something KLM realizes Therefore, the judges at the Air Cargo Forum named 
only too well. KLM “Air Cargo Carrier of the Year". Which demonstrates tf at 


Which is why they offer tailor-made solutions to KLM Cargo really does taxe things further 


any transport problem. eee. 


But then, with nearly seven decades of experience Th li bl , li 
behind them, and strong partnerships with agents throughout e Re IaDic Air In 
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The new Minolta EP490Z plain paper 
and creative features, including Quadruple 
Zooming Power, Automatic Duplex and 
Overlay Copying. Standard Three Cassettes 
Optional Triple Paper Stacker for 6-Way 
Paper Feeding, 20-Bin Sorter and Interac 
tive Keying 


EP490Z 


f " f "all X ' 1 ` wd 
copier qives you many other productive 

















See Minolta copiers at 


Bangladesh Brothers international Ltd National Scouts Bhaban, Inner Circular Road, Kokrail Dhoka Pakistan Allied Equipment Lid. First Floor, Nelson Chambers, 11. Chundrigar Road 
GPO Box 767 Phone: 400042. 404929 G.PO Box 580, Karachi] Phone: 219338. 210146 

Hong Kong Minolta Hong Kong Lid. Room 208, 2/F, Eastern Centre, 1065 King's Road, Quarry Bay Philippines — Toprosinc Topros Bldg Banawe Cor. Alok Sts. Quezon City, Metro Manila 
Phone: 5-658181 Phone: 73244-21, 714133, 711-4415, 71-41-83, 71-41-85. 71-41-87. 71-41-89 

India Methodex Infres Pvt. Lid. 8-1/F-] Mohan Cooperative Industrial Estate Mathura Road Singapore Minolta Singapore (PTE) Lid. 10, Tebon Gordens Crescent, Singapore 2260 
New Delhi 10044 Phone: 636043 Phone: 563-5533 - 





Think of Minoltas 


new Simul-Color copying 


like this. 


The new Minolta EP490Z gives you 
two-color copying that's as fast and easy 
as regular copying. 

Think of it. A copier that makes two-color 
copies in one quick scan. It's now a reality for 
your business with the new Minolta EP490Z's 
Simul-Color function 

Simul-Color makes two-color copies in 3 
fast, easy steps. Simply set the Color Lever, then 
press the Simul-Color Key and the Print Key. The 
result is a perfect copy in black plus another 
color: red, blue, sepia or green. 


So now you can say goodbye to ordinary 
color copying. No more waiting for two scans. 
No more time-consuming procedures for desig- 
nating the color area. No more disappointing 
copies that don't really match up 

That's because the Minolta EP490Z makes 
high-quality two-color copies just as fast as it 
makes reqular black copies, at a quick rate of 30 
copies per minute 

So contact your Minolta dealer about the 
new Minolta EP490Z with Simul-Color. It's the 
world's first practical color copier 


MINOLTA CAMERA CO.,LTD. Reprographic Product Operations 30, 2-Chome Azuchi-Machi, Higashi-Ku Osoka 541, Japan 


Taiwan Santa Office Machines Corp. 10th Fi, No 120, Sec 2, Chien-Kuo North Rood, Taipei 
10433 Phone: (02) 505-0013 
Thailand Bangkok Business Equipment Automation Co, Ltd. 199/82-84 Vipawadee Rangsit Road, 


At Suthisam Fly-Over), Bangkok 10400 Phone: 2710213 (5 lines) 


Australia 


cé-Australia Lid. PO Box 196, 89 Tulip St. Cheltenham, Melb 3192 Phone: 09-5844101 


New Zealand Viko Holdings Ltd... 3 Broadwoy, Newmarket, PO Box 220, Auckland | Phone: 03-505-449 
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|. rises from nowhere, with mountains 
Of glass and steel. Carved from 

the dreams of our Sé@ttlers. You can 
feel the power of the Rockies, and 
the sky goes on for miles. Its a 

place where man still has the room 
to breathe. 


Look into our cities and discover us. 


We are strong. 


We are free. 
Weare Alberta. 


Alberta, strong and free. 


Canada 
Alberta House, ! Mount Street, London, W1Y 5AA, England, 
Telephone: (011) 441-491-3430, Telex: 51-23461 
Teletax: (O11) 441-629-2296 








Two extra inches of elbow room for every window seat » 
is just one of the little ways the MD-11 w ill make a big 


m > a. 
E, 44 Mí 
difference in passenger comfort. 
In designing an all-new interior, we ke pr in mind 
the rigors of a 14-hour flight. The need for leg room. 


Elbow room. Room in general. Comlort in particular. Sho i, 

Thats why the MD-11 has 50 percent more overhead G me. | 
storage space for carry-on luggage. State-of-the-art passenger | 
entertainment capabilities like an advanced sound system. 

A zone-controlled air-conditioning system. Bigger windows for 
a better view. A quieter interior. And more e xclusive extras that add 
up to a more comfortable plane. And a more comfortable passenger 

We know that during a long ride, those are the extras that can 
make all the difference in the world. 


MCDONNELL DOUGLAS 















Spanish economy 


Costa success 


MADRID 


BERIA, second home to many a Briton, 

may be about to get a dose of the British 
disease—1980s style. Some forecasters 
reckon that, over the next four years, Spain 
will grow faster than any other EEC econ- 
omy. That ought to be good news for a 
country which was in the economic dol 
drums from 1975 to 1986. But Mr Luis An- 
gel Rojo, deputy governor of the Bank of 
Spain, says that demand is now too strong. 
This year it may race ahead by 6.596— faster 
than an expected GDP growth of 4.7-5%. 

The boom, Mr Rojo believes, has come 
because consumers are richer (wages will rise 
196 this year) and there are more of them 

ployment will climb 396). That is only 

of the story. Since Spain joined the EEC 
in 1986, Spanish businessmen have been in- 
stalling new capacity to take advantage of 
their new export markets. In the three years 
to the end of 1988 industrial investment will 
have soared some 44%. 

The bad news is that Spain will run a 
$2.5 billion-3 billion current-account deficit 
this year, after four years in surplus. As they 
modernise their factories, Spanish business- 
men are borrowing more abroad, and buy- 
ing foreign machinery to make their firms 
more efficient. These imports alone account 
for more than half of Spain's merchandise 
imports, and in the first nine months of this 
vear soared 3096. 

Inflation, which had fallen steadily since 
1985, is on the rise again. Earlier this year 
the government's target for 1988 was 3%. lt 
has now upped that to 596, but inflation is 
already outstripping even that. 

Mr Rojo thinks the time has come to 

idm the boom before it busts. The Bank of 
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Spain hots up 


. Real GDP growth 
1983-100 


. Growth of real 
1983-100 


1983 85 87 
Sources: OECD, government statistics 





Spain, however, is reluctant to be the party 
pooper. Central-bank officials say that if 
they raise interest rates costlier credit will 
cut demand, but it will also halt investment 
and scupper the 300,000 new jobs that the 
Spanish economy has created during each of 
the past three years. Spain’s unemployment 
rate is, at 18.9% of the workforce, the high- 
est in the EEC; the government aims to re- 
duce that to 16% by 1993. 

In any case, say central-bank officials, 
Spain's interest rates are also the highest in 
the EEC. Another rise would leave the peseta 
soaring and hit Spanish competitiveness. 
The Bank of Spain believes the government 
must dampen demand by cutting a planned 
18% increase in spending next year and an 
unprecedented 40% increase in public 
works investment. 

Unsurprisingly, the government dis 
agrees. A junior finance minister, Mr José 
Borrell, recently said that if now was not the 
time for Mr Felipe Gonzalez's six-year-old 
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e Forecast 
government to introduce its first expansion- 
ist budget, when would be? The govern- 
ment's 1989 budget deficit could, in any 
case, be worse: it is expected to be the equiv- 
alent of 2.796 of cpr, down from 396 in 
1988. It should spend more, says Mr Borrell, 
because Spain's infrastructure and public 
services are less developed than in most of 
its fellow EEC countries. "At present”, he 
points out, "Spain needs roads more than 
cars". Anyone who has driven on existing 
Spanish roads would concur. 

The government's favoured economy 
cooler is not a reduction in public invest- 
ment but wage restraint. This is not making 
Mr Gonzalez popular with Spain's main so- 
cialist and communist trades unions. 

On November 14th both unions began 
a series of strikes. Not only are they miffed at 
a recommended 596 limit on pay rises next 
vear but also at the government's refusal to 
negotatiate "compensation" for the erosion 
in the value of wages and pensions through 
inflation. The unions also object to a gov- 
ernment scheme to help provide 800,000 
voung Spaniards with a job over the next 
three years by introducing six-month job 
contracts at a minimum wage. 

On November 16th, the Bank of Spain, 
reported that on average the pre-tax profits 
of private Spanish companies increased by 
65% last year. The bank urged employers 
not to give in to unions’ wage demands. The 
wage contracts for 6m of Spain’s workers 
come up for renewal early next year. If the 
unions continue to press for high pay rises 
the government will be forced to take drastic 
anti-inflationary measures that may bring 
the Spanish economy down to earth with a 
bump. A soft landing will only come about if 
the unions can be persuaded to accept pay 
rises in line with inflation. That might offer 
the best of all worlds: more employment, 
better public services and continued eco- 
nomic growth. 
Se 
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APAN should live a little. It 
must consume more and save 
‘less. It must reflate domestic 
demand and open its markets to 
imports. Its currency is underval- 
ued. It is building up a “struc- 
ural” surplus on the current ac- 
ount of its balance of payments. 
apital is flowing outwards, end- 
ig years during which Japan de- 
ended on imported foreign cap- 
al. Something must be done. 
Sounds familiar? It should, for 
yis has been an all-too-common 
rain about Japan for the past 
ve years. Yet 20 years ago the 
frain was just as common. In 
967-73, Japan’s economy was 
using the same sorts of com- 
aints and worries in the West 
n 1980-85. The big difference 
was that the numbers were small- 
er in almost every case, 
_ A natural conclusion from 
iis comparison might be a cyni- 
i conspiratorial one: Japan 
never changes, and we never get 
nywhere in trying to make Ja- 
play "fair". This conclusion 
ould be wrong. Japan's econ- 
y has changed immensely 
ing the past two decades. For 
e best part of a decade the 
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How Japan grew up 


the second in our series of briefs on the economic changes of the 
past 20 years looks at Japan. By 1967 its first postwar economic 
miracle was already complete. Since then it has come of age as an 
industrial power—while losing none of its youngster's flexibility 


"problems" mentioned in the 
first paragraph simply went 
away. 

By 1967, Japan was enjoying 
what would turn out to be the 
last hurrah of its very high- 
growth years, 1955-70, during 
which the country rebuilt its 

var-ruined self and emerged a 
fully-fledged developed nation. 
In 1967, the interruption of the 
post-Olympic recession of 1965 
was over. Oil was still cheap. So 
was the yen. The economy had 
resumed its fast expansion, grow- 
ing at nearly 12% a year. Japan 
was already poised to replace 
West Germany as the second 
largest industrial economy after 
America’s. 

Then, in 1971, President 
Richard Nixon abandoned the 
Bretton Woods system of fixed- 


exchange rates by floating the - 
dollar, thus starting to rob Japan 


of the great advantage of an arti- 
ficially cheap yen. Two years 
later, the Opec cartel raised the 
price of oil sharply. Both events, 
but particularly the latter, were 
shocks for Japan that would re- 
shape its economy. Its resource- 


scarce islands depended on im- 
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| As% of GNP a 


‘ported oil and raw materials for 
manufacturing into exports. 

Growth, which had averaged 
10.3% a year between 1955 and 
1970 (while America was grow- 
ing at 3.4% a year), slowed to 
barely 5% a year in the 1970s. 
Following a second round of oil- 
price rises, Japan's growth 
slowed further to 3.996 a vear be- 
tween 1980 and 1985. 


The soft 1960s 


Despite these slowdowns, Japan 
responded to its Nixon and then 
oil shocks in the early 1970s with 
a flexibility that should have as- 
tounded the world. Until just be- 
fore the shocks it was still abid- 
ing by the Stalinist-sounding 
precept of making the 1960s the 
decade of “the heavy and chemi- 
cal industries”. 

In the 1960s manufacturing 
expanded rather easily by with- 
drawing labour from farms, 
which still employed 2996 of the 
labour force in 1960. Astonish- 
ingly, it was only after 1964 that 
more Japanese worked in manu- 
facturing than farming. Manu- 
facturing output increased more 
than four-and-a-half-fold be- 
tween 1960 and 1973, and GNP 
per head nearly quintupled in 
real terms. 

In contrast to the consump- 
tion-driven growth of America, 
it was investment in plant and 
equipment by business that pro- 
vided the driving force for the 
Japanese economy's growth in 
the 1960s. In the four years from 
1966, this investment expanded 
by more than 2096 a year. 

Simultaneously, exports were 


Exports 


Government spending 45 
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soaring, to reach the equivalent 
of 10% of GNP in 1967. In the 
1960s, world trade was expand- 
ing at its fastest pace for a cen- 
cury. Japanese manufacturing in- 
dustries were able to make and 
sell to the rest of the world goods 
of increasing quality and techno- 
logical sophistication. Textiles 
slid out of the picture; they had 
accounted for one-half of all ex- 
ports in 1950, but were down to 
only 596 by 1975. Steel exports 
dropped after 1964. The growing 
export industries of the 1960s 
were cars, ships, television sets 
and tape-recorders, all of them 
gaining greatly from economies 
of scale. 

As a result, the economic up- 
swing of 1965-70 was different in 
one crucial respect from those of 
the previous decade. The earl 
booms had brought balanc 
payments deficits that eventuali, 
choked off the upsurge. But after 
a conventional start, the 1965-70 
recovery was marked by balance- 
of-payments surpluses. Between 
1967 and 1971, exports in- 
creased from $10 billion to $24 
billion, an average annual in- 
crease of more than 2096. Ex- 
ports of cars increased ‘from 
370,000 vehicles in 1967 to 2.4m 
in 1971; of televisions from 2.7m 
to 6.3m; of tape recorders from 
8m to 22m. 

Foreign-exchange reserves 
were lifted from the $2 billion 
level at which they had limped 
during most of the 1960s to $3.5 
billion in 1969 and $15.2 billion 
by 1971. International demands 
grew for an upvaluation of the 
yen, which in 1949-71 had a 
fixed exchange rate of Y360 
the dollar. At this exchange rd 
Japan's big companies made lust 
profits from their exports of 
heavy-industrial products, which 
accounted for 70% of Japan’s ex- 
ports by 1970. | 
The 1971 Nixon float of the 













dollar was aimed at cutting 


America's imports, particularly 
from Japan (which were sur- 
charged). The yen rose to ¥308 
to the dollar by December 1971, 
but most foreigners thought that 
this was not enough. The switch 


to floating exchange rates af- 


fected other currencies as well, 
so Japan's effective trade- 


weighted upvaluation of the yen 


was relatively small. — ^ 
. The rise in the yen blunted 
some of the impact of rising com- 
modity prices on Japan's raw-ma- 


“| terial imports. The biggest boost 
r* was to imports of crude oil. By 


1973 Japan was importing 289m 

























litres of crude oil, a thirty- 
old. increase compared with 

55. Oil accounted for 90% of 
all Japan’ s energy imports in 
-1973, and nearly as much of its 
energy consumption. 

The opec oil-price rise in 
1973 therefore faced Japan with 
a trilemma of high inflation, a 
big. balance-of-payments deficit 
-and its most severe recession in 
~ postwar. times. Inflation was ris- 
"ng even before the oil-price 
. shock, because the government, 
~ still wedded to a target of 10%- 
: plus annual growth, stimulated 
the economy after the Nixon 
- float. The international inflation 
.caused by the oil-price shock 
magnified this. 


^ Oil and beyond 


| response, in 1974 and 1975 
-Japanese government tight 
Yed monetary policy like a vice. 
~ The squeeze succeeded. In con- 
 trast to other western nations, 
"high inflation was wrung out of 
"the Japanese economy by the 
` mid-1970s, even though (equally 
unlike the West) the government 
let the higher price of oil feed 
- straight through to consumers. 
This proper economic re- 
sponse to dearer oil sent Japa- 
nese firms into stringent efforts 
. in energy conservation: rang- 
ing from turning down the air- 
^ conditioning in almost every 
. workplace and home to intro- 
ducing fuel-efficient technology 
~ such as continuous casting in the 
steel industry. Investment in 
more fuel-efficient technologies 
was matched by investment in 
new technology to cut labour 
sts and to bring in new prod- 
Es with lower break-even 
“points. Industry associations 
organised reductions in excess 
capacity and inventories. 
*. [In addition to the well 
= organised and quasi-official in- 
dustry cartels, all the flexibilities 
of the labour and sub-contract- 
= ing systems were called into play 
. to hold down the rise in real 
^ wages, to cut unit labour costs, 
and to reallocate labour to 
- where it could be most produc- 
= tively used. Although there was a 
_~ slight increase in unemployment 
. in 1974 and 1975, employment 
rates were rising again by 1976. 
This relatively smooth transition 
© was achieved not by redundan- 
cies but by early retirements and 
intra-firm and inter-group trans- 
— fers. Thanks to this and to new- 
| plant investment, labour pro- 
ductivity increased ae one-fifth 





















Although: s some. of this was. 


due to sensible macroeconomic 
and market-price policies, some 
was also due to the single- 
minded, government-prompted 
determination that only Japa- 
nese industry can summon. If 
there is one distinction between 
the Japanese economy and that 
of the other G5. nations, it is the 
political fixity which has let 
business and government get 
used to co-operating. 
Energy-consuming heavy and 
chemicals industries were scaled 
back. Higher-value-added indus- 
tries took their place: such as 
electronics, computers and nu- 
merically-controlled machine 


tools. These were the peak years 
of "robotisation"". By 1980, half 
the industrial robots in the 
world were working in Japan. 
The period from 1973 to 1980 
also saw a rapid expansion of ter- 
tiary industries, especially in 
commerce and services. Like 


most economies, Japan has al 


ways had a "sink" for surplus 
workers. It used to be agricul- 
ture, where wages have been 
wastefully kept on a par with pay 
in manufacturing industries, 
through charging Japanese con- 
sumers shockingly high prices 
for their food. In the 1970s the 
retail distribution system threat- 
ened to become the sink. Em- 
ployment there increased by 
nearly one-third to almost Im 
people. 

Commerce and other services 
had accounted for 50% of GNP at 
the beginning of the 1970s; this 
had risen to 58% by 1979. But 
the wastefulness has not been as 
great as some supposed. That 
58% of GNP was still produced by 
only about half the workforce. 
And manufacturing industry has 
been kept razor-sharp. 


+ 





The late 1970s. repented the 


pattern of the late 1960s by 
showing a sharp rise in exports. 
These led growth because the 
government had adopted a neu- 
tral fiscal policy, instead of the 
expansionary one of the early 
1970s. It felt it had been forced 
into this by the large volume of 
outstanding. bonds that had 


-provided time for industry 
scale down capacity, to invest. 


been issued to cover its deficits 


after the first oil-price rise. Cu- 


mulative domestic debt out- 


standing increased from ¥8.3 
trillion in the 1973 financial year 
to Y97.9 trillion by 1982. 

The 1979 oil-price rise again 
brought inflation and recession, 
but not as painfully on either 


5 





count as after the first. Thanks 
to the energy conservation of the 
1970s, the volume of oil im- 


and beyond is starting to ha 


ported in 1979 was Im kilolitres - 


less than in 1973, even though 
the economy had grown by more 
than one-fifth. By 1980 Japan 
was using only 73% as much en- 
ergy per unit of output as in 
1973, and this dropped further 
to 63% by 1982. 

Japan felt that it needed this 
frugality because of threats to its 
balance of payments. Although 


. exports had risen to 17% of GNP 


in 1984, up from 9% in the 
1960s, this barely covered the 


cost of dearer oil imports. Ir was 


not until the early 1980s that Ja- 
pan's balance-of-payments sur- 
pluses started to balloon. 


Problems of the 1980s | 


Throughout the past decade 
manufacturing industry has been 
continuing its shift out of its old 
heavy industries and into newer 
higher-value-added ones. AL 
ready by 1982 output in mining, 


textiles and metals was running ~ 


at levels below those of 1973. 
Output of machinery and chemi- 





cals was 50% and 3396 hi 


curs outside Japan, compa 





































































The adjustment of the ec 
omy since the high-yen recess 
of 1985 has followed much t! 
same pattern as the adjustmen 
to the other shocks since 19 
The labour and subcontr 
ing systems have acted.as tl 
first shock absorbers. They ha 


new plant and technologies tor 
duce production costs, and to 
design products with low 
break-even prices. Industrialist 
who were wailing three years aj 
that they would be broken b 
¥200 dollar, now face a Y 
dollar with near-equanimity.. 

There have been two si 
cant differences this time. Ot 
that more manufacturing in 
try has been shifting to offsh 
production, although o 
of Japanese production now 


with 15-20% for the Uni 
States and some European cc 
tries. A horizontal integratio 
industry throughout East As 


pen. Japan will be the headqu: 
ters country. ^ 

The other change, perh 
more serious in its implicatio: 
for the domestic Japanese « 
omy, is the switch from a: 
chanical-industrial economy 
knowledge-intensive ini 
trial one. This is putting a stra 
on the labour system. Althou 
the economy is still generati 
sufficient jobs for the number 
workers wanting them, there 
generational and geograph 
mismatch. e jobs are. 
young, highly educated, w 
collar specialists in the 
Blue-collar generalists in prov 
cial factories are being ma 
technologically redundant. -. 

In the past 20 years, howe 
the Japanese economy has 
come much greater probi 
than that. Many big Japan 
companies feel that technica 
vances, in areas such as arti 
intelligence and the next g 
tion of computers, may mak: 
day's perceived shortages of so 
ware writers irrelevant—jus 
the shortage of logic engine 
that was foreseen in the age 
the transistor was made ir 
vant by the development of 
microchip. 

In the first two decades 
Hiroshima Japan looked Ii 
boy-wonder  miracle-econis 
Now it has grown up, but 
lost its youthful flexibili ity. 
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| NEW YORK 


ROSPECTS for. financial reform in 
"€" America are about to change dramati- 
cally. Last year, the dominant issue facing 
"Congress was the unsuccessful attempt to 
epeal the 1933 Glass-Steagall act with new 
egislation. This would have ended the sepa- 
ation between investment banking (trading 
and underwriting securities) and commer- 
ial banking (making loans). Next year, 
owever, banking reform will be back on 
he shelf. Replacing it in Washington as the 
urning financial issue is the urgent ques- 
ion of what to do about the huge losses be- 
ng run up by the savings and loan (thrift) 
ndustry and its insolvent deposit-insurance 
nd, the Federal Savings and Loan Insur- 
nce Corporation (FSLIC). 

The Bush administration, it seems, is al- 
'eady preparing to seize the initiative. After 
years of ignoring or playing down the thrift 
oblem during Mr Ronald Reagan's presi- 
ncy, the Treasury is at last treating it as a 
rity. Along with a task force of officials, 
orge Gould, the departing under-sec- 

































George is left holding the baby 








retary of the Treasury, has been working on 
the problem with Mr David Mullins of Har- 
vard Business School, the present assistant 
secretary for domestic finance who is ex- 
pected to get another job in the Bush admin- 
istration. | E 

In an interview, Mr Gould told The 
Economist that by the end of this year his 
team will have drawn up a comprehensive 
programme for the thrift industry. The 
scheme, which will be put before Congress 
when it reassembles in late January, will 
cover three key issues: how big the problem 
is; how to pay for it; and how to make sure it 
never happens again. Significantly, it will in- 
clude some direct finance from the Trea- 
sury. Until now, the former Treasury secre- 
tary and now secretary of state-designate, 
Mr James Baker, has steadfastly opposed 
talk of taxpayers’ money being used to meet 
the cost of closing down sick thrifts and pay- 
ing back insured depositors. But that was be- 
fore last week’s presidential election. 
The Treasury is preparing to act at a 


~ session. Mr St Germain was a veteran oppo: 





























time when Congress's power in the area 
financial reform may be impaired. The t 
tirement this year of Mr William Proxmir 
chairman of the Senate banking committe 
and the surprise electoral defeat of N 
Fernand St Germain, chairman of tl 
House banking committee, have left a. 
gap. It always takes time for new chairme 
establish authority over their committee 
That should make it easier for the execu 
to set policy, especially as the current Tr 
sury secretary, Mr Nicholas Brady, will 
tain his post under President Bush. - 
This should please bankers. They we 
often frustrated by Mr St Germain in the 
long-running efforts to secure the repeal.o 
Glass-Steagall. A banking bill was passed o 
the Senate floor on March 30th by. a 94 
vote. But the bill was subsequently held up 
in two House committees for the rest of the 







































nent of banking reform, with an almost uti- 
matchable ability to create deadlock. His 
likely successor as chairman of the House 
committee, Mr Henry Gonzalez, is a Federal - 
Reserve-bashing populist from Texas. He is 
no friend of big banks, either. EM 
This may not matter, for in 1989 the 
banks will not again be pushing for the re- 
peal of Glass-Steagall. Their view is that. 
Congress has abrograted its responsibility 
by not acting. That has put the ball back in 
the court of the Federal Reserve Board and 
in particular that of its chairman, Mr Alan 
Greenspan. In late October, four New York 
banks (Bankers Trust, Chase Manhattan 
Citicorp and J.P. Morgan) applied to the: 
Fed for broad powers to underwrite and 
trade corporate securities. As Mr Green 
span is known to favour deregulation, the 
banks expect to get the go-ahead. The 
reckon they might be allowed to deal in cor 
porate bonds as early as January. They ev 
think there is a chance they will be able t 
deal in shares by the end of 1989. e 
-To make policy in the absence of legisla 
tion is a pretty thorny matter, but that see: 
unlikely to deter Mr Greenspan. The F 
has already argued that it is legally requ 
to rule on such applications. There is als 
precedent. In April 1987 a ruling by the 
gave banks limited authority to trade 
commercial paper, mortgage-backed sec 
ties and certain types of municipal bon 
The Securities Industry Association (SIA 
which strongly opposes Glass-Steagall ri 
form, appealed—but without success. © 
In an open letter dated November Zn 

the retiring Mr Proxmire lent his support 
those who argue that the Fed has the po: 
to act. This was a change of tack, presu 
ably out of frustration at the failure t 
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his own reform bill through Congress. Mr 
Proxmire was also the first senior congress- 
man to call publicly for taxpayers’ money to 
be used to help meet the costs of closing 
down bust thrifts. 

Official and unofficial estimates of the 
size of the thrift problem continue to 
mount. The Federal Deposit Insurance Cor- 
poration (FDIC), which insures bank depos- 
its, has now weighed in with its own. It is 
understandably concerned that politicians 
will be tempted either to raid its $16 billion 
of cash reserves or to borrow against its an- 
nual $1.75 billion stream of premium in- 
come, or both, as ways to keep the looming 
thrift bail-out off the Treasury's budget. 

The FDIC study concludes that the losses 
of America’s thrift industry are growing at 
more than $15 billion a year. Its estimate for 
the industry’s aggregate loss at the end of 
October is nearly $70 billion. The FDIC’s es- 
timate assumes no losses in home mortgages 
in any of the 471 thrifts which it reckons are 


: 


l 
| 


EXAS and Colorado are already di- 
saster areas for American real estate. 
Boston, headquarters of the "economic 
miracle" that changed Massachusetts 
from old textiles to new tech, may soon 
follow suit. Weakness in the defence in- 
dustry and financial services (two pillars of 
the local economy), combined with a sur- 
plus of buildings financed by over-eager 
lenders, have produced familiar symp- 
toms of property in distress. Local banks 
and thrifts are foreclosing on more prop- 
erties and reporting a rising share of non- 
performing loans. 
The problem took human form in Oc- 
tober when Mr Robert Lee, president of 
First American Bank, committed suicide. 


This Boston-based thrift with assets of 


NEW YORK 


$712m had just reported a $10m loss in 
the third quarter because of bad condo- 
minium loans. First American converted 

| itself from a mutual savings bank to a pub- 
licly-owned thrift in July 1986. The rot set 

in quickly as First American used the ex- 
| tra capital to expand aggressively. It went 
| from reporting virtually no bad loans to 
| reporting $70m of them in one six-month 
| period. : 
The condominium market is Boston's 

most evident property problem. Too 

| much speculative building in the mid- 
| 1980s has led to a glut. The only property 
| developers to escape are those who suc- 
| ceeded in pre-selling to investors. Such 
| buyers once might have expected to sell at 
a 2096 profit; but they now find that 
prices have fallen by 2096 in the last year. 
The commercial property market is 
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either insolvent or losing money. This is a 
big if, since mortgage loans account for 4496 
of assets at these sick thrifts. 

This conservative estimate puts the FDIC 
in disagreement with the Federal Home 
Loan Bank Board, which oversees the FSLIC. 
It says that $45 billion-50 billion is enough 
to resolve the crisis. However, the Bank 
Board's problem is that it has long since lost 
credibility because it has continuously had 
to raise its loss estimate. Only in May this 
year, it said the losses were as small as $22.7 
billion. Meanwhile, private-sector estimates 
are even higher. McKinsey, a management 
consuitant, reckons that by the end of 1989 
the thrift industry will be a $109 billion 
problem. 

Whatever the exact number, the point 
is that thrifts are fast becoming the single 
biggest domestic emergency facing the Bush 
administration. Even at $50 billion, a fed- 
eral bail-out would be bigger than those of 
New York City, Chrysler; Lockheed and 


A sting for Boston's Wasps 


also—according to a research report pub- 
lished recently by Salomon Brothers, a 
New York investment bank—deteriorat- 
ing "dramatically". Salomon reckons the 
vacancy rate in downtown Boston will 
reach nearly 1596 by the middle of 1990, 
compared with 10.596 at the end of 1987. 
The softer office market means landlords 
are being forced to offer incentives, such 
as one year's free rent. 





Revere rides out 
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Continental Illinois combined. That is wh: 
the Treasury is at last giving the matter pri 
ority. It is also why congressmen are begin 
ning to get out "in front of' the problem, a: 
they say in Washington. This is in stark con: 
trast to recent years when most congress 
men, like the administration, were conten! 
to ignore it. Mr Gonzalez gave due warning 
of this new approach on November 14th 
when he told the National Association o; 
Mortgage Brokers that his first priority 
would be thrifts. He also said he would ask 
Mr Brady and Mr Greenspan to extend : 
$50 billion line of credit to the FSLic. 

By then, the Bush team should have 
produced its own proposals. This makes po- 
litical as well as financial sense. When faced 
with such a powerful time-bomb, the smart 
thing to do is to defuse it as early as possible. 
At best, to go on muddling through only 
guarantees even larger losses. At worst, it 
risks panic among depositors. 








The vacancy rate is also growing in 
Boston's suburban office markets such as 
Route 128, along which the high-tech 
firms are strung. Salomon estimates the 
vacancy rate for industrial R&D space at 
20%. Rentals in this sector have slipped 
by 20-30% in the past year. 

The property market's troubles are in- 
creasingly reflected in local banking. Bear- 
ishness on property led Salomon's bank- 
ing analysts earlier this year to downgrade 
their investment recommendations on 
Boston's main banks. Until October 31st, 
the share prices of American regional 
banks had risen by an average of 3296 
since the beginning of the year, and those 
of money-centre banks by 2796. Yet Bank 
of New England's price has been un- 
changed, while that of Bank of Boston 
rose by 1296. Both these banks have abou 
1296 of their loans in construction. 

However, as usual, the worst problems 
are the preserve of the thrifts. Some ag- 
gressive New England thrifts have as 
much as 5096 of their loan portfolios in 
commercial property. According to the 
Federal Home Loan Bank Board, the per- 


centage of delinquent construction and 


land loans (the riskiest kind of property 
lending) made by Massachusetts thrifts 
rose from 4.5% of their total assets in May 
1987 to 9.196 in May 1988. 


Worse, the weakness in property is also 


showing up in other parts of the north- 
east. Residential prices in the New York 
area are down 1096 in the past year, ac- 
cording to Salomon's head of property re- 
search, Mr David Shulman. Towns such 
as Princeton, New Jersey, and Stamford, 
Connecticut, have office vacancy rates of 
more than 3096. North-eastern America’s 


foundations are looking shaky. 
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index is still 24% below its pre- 


: with other countries’. 











London's transatlantic jitters 


City analysts think that investors on the London stockmarket are 
mesmerised by Wall Street's swings. But British institutions have their 
own reasons for shunning domestic stocks 


BES equities have risen by a re- 
J spectable 9% this year, even after re- 
cent wobbles. When dividends are added, 
shares have returned an annualised 18%, 
which is better than that for either gilt- 
lged securities (14%) or cash (10%). Yet 


"British. shares have performed more 


^ poorly iner 
-bourses as well as the Morgan Stanley 


than continental European 
Capital International world index. 

A recent survey by Barra Interna- 
tional, a firm of quantitative ana lysts, has 
confirmed what many City folk have be- 


w lieved for some time—that the London 
WI stockmarket has lost its identity, slavishly 
~ mimicking Wall Street for the past 


year or so. Like Wall Street, Lon- 
don has underperformed world 
bourses. The FT Actuaries all-share 


crash high (the same as Wall 
Street), compared with 1096 for the 
world index, and 16.396 for other 
European markets. This comes at a 
time when British corporate earn- 
ings are growing roughly in line 


The British stockmarket has 
also performed poorly when com- 
pared with undated gilts (govern- 
ment bonds). Gilts are a useful tool 
for comparison because they offer 
what shares cannot: a known re- 
turn. Since 1969 there has been a 
broad correlation between the divi- 


: |. dend yield on shares and the yield 
jon undated gilts. Equity yields have usu- 
" ally been 45% of those on gilts. This year 


that held good until August. Since then, 
yields on shares have risen (and prices 
fallen). For equity yields to return to 45% 


-of gilts, the FT all-share would need to rise 
‘to nearly 1020; it is currently at 945. 

~ On another method of valuation, the 
„yield on gilts minus the share dividend 


yield held fairly steady for most of the 
1980s at 5.5%. As the yield gap has now 
shrunk to 5%, analysts say, the stock- 


- market has a floor beneath it to protect it 
- from further falls on Wall Street. 

_ Major investing institutions—insuran- 
|. ce firms, pension funds and unit trusts— 





are not so sure. Holdings of cash—9% of 
their portfolios—are close to record lev- 
els. Stockbrokers say that this pile alone is 


| reason enough for expecting the stock- 
market to climb in the next six months. 


Really? Institutions think that the boom 
| British companies’ profits is ending; 
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and they are underwhelmed by the sooth- 
ing inflation forecasts of the chancellor, 


Mr Nigel Lawson. 


This year, the trading profits made in 
Britain by non-oil industrial companies 
are set to rise by 1696 —about the same as 
in 1987. The total pre-tax profits of all 
quoted companies will rise by the same 
amount, which is less than last vear's 2096 
growth because this year's strongish 
pound has hit some foreign subsidiaries' 





remittances, and some exports. 

Whatever happens in the rest of the 
world, investors are concerned about the 
performance of the British economy over 
the next six-to-nine months: 
€ Recent surveys by the Confederation of 
British Industry (CBI) point to tight indus- 
trial capacity. The number of firms which 
say they are working below full capacity is 
lower than at both the 1973 and 1979 
peaks in the business cycle. 

@ This is worrying because domestic de- 
mand is now ripping along at 7%-plus a 
year. Many City economists reckon that 
the British economy can tolerate only a 
growth in demand of a bit more than 3% a 
year without feeding inflation. That is 
even after taking into account a boom in 
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justed 1.996 in October, the boom in resi 
dential property is now weakening.The. 
snag is that high interest rates will harm 
profits as well as consumer spending. 
Goldman Sachs reckons that the growth 
in nor-oil profits will be no more than 7%- 
next year, which is less than their forecast 
for the rise in nominal GDP. | 
e Institutions thank overseas private in- 
vestors for financing the current-account 
deficit in 1988 (expected to reach aroun 
£14 billion) because that enabled import 
to satisfy excess demand, without a falling 
pound and higher inflation. Foreigners’ 
generosity is not so assured next year. Fot 
one, they dread the winter round of wage: 
bargaining. Companies are currently so. 
profitable that they might find it hard to 
fend off pay settlements of an inflationary. 
9-10%. If that happened, foreigners 
funding the deficit would insist on. 
painfully higher interest rates if 
sterling were not to fall. 
If institutions’ worst fears are - 
well-founded, then expect the retail - 
and property sectors of the stock- ` 
market to suffer first. Builders have. 
already sounded warnings about 
their future profits now that hous- 
ing starts have slowed, And re- 
cently some blue-chip stores groups 
have been rudely handled by the 
stockmarket. When Marks and 
Spencer, a big food and clothing 
chain, announced an increase in © 
half-year pre-tax profits of 8%, its 
shares fell by 6% on the day. The - 
stockmarket was little more im- . 
pressed by the interim pre-tax prof. 
its at J. Sainsbury, a supermarket. 
group, which notched up a respectable . 
23% increase. Its shares are now trading © 
at a fifth below the year’s highs. The - 
shares of Storehouse, once a glamour . 
stock, are languishing at their post-crash 
lows, even though the group is still being — 
sniffed at by predators. | 
The brightest hopes in London lie 
with those firms that produce capital 
goods, because they are still cashing in on 
the worldwide boom in manufacturing, 
and will have increased their investment 
by 20% this year. They also offer investors . 
highish yields. Britain's GEC yields over. 
596, a quarter more than the average. : 
Even so, such companies’ dependence ; 

on the world economy highlights just why ` 
London is a slave to Wall Street. If Ameri- - 
ca's economy—and the world’s—were to : 
slow, British manufacturers would have : 
invested in all that new plant in vain. 
Don't expect London to break from Wall- 
Streets chains just yet. | 
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. French banking 
. Affairs of state 


PARIS 


ENOYAUTAGE (French masculine 
noun from noyau, a fruit-stone or ker- 
—. nel): government-inspired raid on recently 

_ privatised company to dislodge business 

- friends of the opposition party who hold a 
large minority stake. 

| The plum is Société Générale, France's 

- largest privatised bank. The apparent target 

-is that bank's noyau dur, the group of stable 
_ shareholders that the former right-wing gov- 
ernment chose for it on its flotation last 
_ year. The raider is Mr George Pébereau, the 
5 a of Marceau Investments, backed by an 
= assortment of private and state-owned enti- 
ties. Whoever wins, the lesson most non- 
- combatants will draw is that you cannot take 
- politics out of French banking. 
— . SocGen shares took off in mid-August. 
= For much of the year they had bumped 
- along at around FFr260-290 ($44-49). They 
— climbed rapidly to nearly FFr550 late in Oc- 
. tober—when Mr Pébereau revealed that he 
- had acquired a 9.1696 stake, worth roughly 
— FFi3 billion. 

4 At the time of SocGen's privatisation, 
. Socialists and some centrist politicians com- 
.. plained about the core of shareholdings that 
. were reserved for a small group of institu- 
A n 

tional investors. The then finance minister, 
-. Mr Edouard Balladur, hand-on-heart, said 
— these were allotted according to fair and 
open rules. Marceau Investments, in fact, 
- got a 0.5% share. Socialists complained that 
à suspiciously large number had gone to 
- friends of the neo-Gaullists. It was expected 
- that once elected, the Socialists would at 
- least balance core holdings in privatised 
- companies with shares for their own allies. 
Complaints of political interference 
from conservatives have grown as Mr 

Pébereau's allies have become known. One 
. of them is the state-owned electronics firm, 
. Thomson, whose financial subsidiary pro- 
- vided Mr Pébereau with FFr300m. The 
< Caisse des Dépôts, a state savings bank, 
- which already held a 4.196 stake in Société 
.. Générale, provided some FFr1 billion. 

. . Some over-eager conservatives accuse 
- the government of seeking a “backdoor 
- renationalisation". They point a finger at 
Mr Pierre Bérégovoy, the finance minister, 
and at his cabinet director, Mr Alain 
—. Boublil. Amid all this backbiting, there is 
talk of a negotiated settlement, with Mr 
.. Pébereau and his allies taking seats on the 
- SocGen board. Mr Marc Viénot, the boss of 
-. SocGen, has said there could be no deal so 

- long as the Caisse des Dépôts, a great hoo- 
= ver-upper of savings, was in on the act. Mr 
.. Miénot has fought back, enlisting five pri- 
. vate companies who will between them buy 


ES 10-1596 of SocGen. Mr Viénot can now 
1 96 
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probably count on "friendly" shareholdings 
of over 4096. 

This opéra bouffe has some value in 
pointing up the clannishness of France's fi- 
nancial elite and the murkiness of a system 
in which the line between public and private 
politics and the market is particularly diff- 
cult to draw. However it is, less innocently, 
an enormous diversion from the govern- 
ment's avowed goal of helping France's lum- 
bering banks grow more competitive. 

That is only partly a question of 
privatisation. The conservatives managed to 
sell off only SocGen, leaving the other two 
of France's trois vieilles, Crédit Lvonnais 
and Banque Nationale de Paris, still in state 
hands. In his campaign message to the 
French people, President Mitterrand de- 
clared that there would be no more sales of 
state-owned companies. 

The most visible strain that this caused 
was at Crédit Lyonnais. West Germany's 
Commerzbank backed away from a planned 
equity swap with the bank. Crédit Lyon- 
nais's boss, Mr Jean-Maxime Lévéque, said 
once too often that he wanted to be 
privatised. The new government replaced 
him with Mr Jean-Yves Haberer, ex-head of 
the Treasury, who was chairman of Paribas 
in 1982-86, when the conservatives threw 
him out. 

A more fundamental problem is that 
the two state-owned banks have to find new 
ways to expand their capital. At present, 
state-owned companies can issue non-voting 
certificats. d investissements worth up to 
2596 of their capital. The prime minister, 
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Competition? Don't bank on it 
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Mr Michel Rocard, spoke once or twice dur- 
ing the election campaign of the possibility 
of allowing state-owned companies to issue 
equity up to, say, 4996, leaving the state with 
clear voting control. Nothing official has 
been heard of this idea since. It would be 
touchy for the Socialists. Few people expect 
relaxation of the rules soon. 

So state-owned companies are looking 
for other, ingenious ways of raising capital. 
This is a special problem for the banks since 
they are undercapitalised by international 
standards. Crédit Lyonnais and Banque 
Nationale de Paris (BNP) have both recently 
copied a wheeze tried by the state-owned 
chemical company, Rhóne-Poulenc. Crédit 
Lyonnais has issued $350m-worth, and BNP 
$400m-worth, of perpetual capital notes. In- 
vestors consider these as close to equity; if 
interest is suspended, it does not accumu- 
late. Banking authorities will count them as 
core capital for the calculation of ratio: 
capital to risk-weighted assets. Perpe 
capital notes are a delight to the govern- 
ment: its banks can raise fresh capital in a 
way that neither costs the state shareholder 
money nor dilutes its holdings. The notes 
also enable French banks to spread their 
capital base into other currencies. 

In the end, the market in which the big 
deposit-takers work probably matters more 
than the precise structure of their owner- 
ship. The big banks are still cushioned. 
They pay no interest on checking accounts, 
they take an extravagantly long time to clear 
cheques, and they have access to cheap 
funds from the savings-bank system. When 
consumers squealed this autumn about a 
steep increase in the annual charge for 
France's popular bank-cards, the govern- 
ment got most banks to relent. 1992 could 
blast away some of the remaining cushions. 








cm P €—eÓ— 
















. : apanese money markets 
Coming home 


TOKYO 

ET by its central bank as a benchmark 

for all regulated interest rates, lapan's 
official discount rate is being cut loose from 
interest rates paid in the market. It has be- 
come increasingly useless to the Bank of ]a- 
-pan as a tool for monetary policy. It will re- 
maina symbolically important interest rate, 
but one that is ever less informative about 
“monetary policy in Japan. Mr Richard 
‘Jerram of Kleinwort Benson, a British mer- 
Chant bank, says that the official discount 
‘rate will become like the one in America—a 
lagging indicator of policy. 

Throughout the summer, the Bank of 
Japan wanted to raise interest rates to stifle a 
-breat of inflation. It had long since lost its 
sto ration credit through "guidance" 
“bank lending. Neither could it raise the 
-discount rate, which has remained at an his- 
-toric low of 2.5% since February 1987. 

One reason was external: Japan's com- 
mitment to international co-ordination of 
“interest-rate policies. The other was inter- 
“nal. The bank has only one representative 

(its governor) on the seven-man board re- 
sponsible: for changing the rate. The other 
six are drawn from other parts of govern- 
ment and from private banks. By tradition, 







‘the central-bank governor's views carry the 


most weight—except when they conflict 
"with the finance ministry's. The views of the 
"two about inflation have diverged consis- 
tently in recent years. 

So, to pursue its monetary policy and to 
ratchet rates upwards, the bank has had to 
"turn to influencing rates in the short-term 
money and interbank markets. Its difficulty 
as been that Japan's short-term markets 
«still not developed to the point where 
isticated operations can be carried out 
ficiently. So, paradoxically, the central 
yank has set about deregulating Japan's 
hort-term money markets in order to 
hanipulate them more deftly 
From this month, the Bank of Japan has 
xpanded the scope of the discount-bill mar- 
Wet by shortening maturities to less than one 
month. It now allows trading in one- to 
ree-week bills and says it will use the new 
struments for its own operations. This re- 
rived the interbank market which had been 
leadened because of the wide gap that had 
*merged between interbank rates and other 
hort-term interest rates. 

. . Two other steps are: to start using com- 
mercial | paper in the central bank's market 
"operations; and to expand the longest iade 
parity in the unsecured call market from three 
weeks to six months. This has been done in 
onse to foreign banks’ complaints that 
dom for the short-term money markets 
iueezing them out of the unsecured 
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call loan market. The unsecured call market 
is the foreign banks' main source of funds, 
because they lack a deposit-taking base in 
Japan. 

One reason for the Bank of Japan's se- 
ries of moves was to stop Tokyo's offshore 
banking market, set up at the end of 1986, 
being used as an interbank market. The off- 
shore market was meant to be used for non- 
resident banking transactions, but the re- 
striction has been easy enough to dodge by 
inter-office transfers. The freeing-up of the 
short-term markets has brought the inter- 


Financial regulation in the EEC 


The City leads, but Brussels conducts 


LONDON AND BRUSSELS 


In no area is Project 1992 ad- 
vancing so rapidly as in finan- 
cial services. The European 
Commission is churning out a 
series of directives which i 


ket in. banking, securities and insurance. 
The council needs to approve these mea- 
sures by the end of next year, if member 


states are to have enough time to introduce 


matching laws before 1992. Whether or not 
these directives get through the system in 


 time—and the signs are that most of them 


will—a blast of competitive air is already 
stirring Europe's financial firms. 
Directorate-general 15 (DG15), the part 
of the commission which covers financial in- 
stitutions and company law, has followed 
two main principles in writing its directives: 
"a single passport" and minimum stan- 
dards. The single passport means that, once 
a financial firm has been authorised by its 
home regulator, it is free to set up branches 
anywhere else in the community—or to sell 
its services across frontiers. This principle 
will expose local markets to foreign compe- 





hopes will create a single mar- 
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bank market back onshore. 3 

À further step in the decoupling al th 
discount rate will come early next year whe 
and if banks are allowed to introduce a ne 
short-term prime rate for loans to their best 
customers. The present rate is set at 0.875 
percentage points above the discount rate, 
The banks plan to replace it with one calcu- 
lated from an average of four sorts of inter- 
est rates (for certificates of deposits, dis- 
count bills, small and largelot time: 
deposits, and call money) weighted to reflect 
the banks’ sources of funds. 


tition. But the single passport must be com- 
bined with community-wide minimum sta 
dards to be applied by home regulato 
otherwise firms from countries with flim 
requirements (eg, on capital-backing) would 
have an unfair advantage. 

Directives are speeding through des 
tem thanks to the council's use of “qualifi 
majority voting" on 1992-related matte 
For a measure to be blocked in the counc 
there needs to be a coalition at least of oi 
small and two large countries. For instanc 
Greece and Portugal were out-voted wh 
the council passed a directive which w 
open up the insurance of large non-life ris 
to crosefrontier competition. And the 
council overruled West Germany's objec 
tions to a directive which will force am 
owner of more than 1096 of a company tc 
declare its holding. Much to the West Ger 
mans’ fury, this even covers the discretion 
ary management of shares, so Germat 
banks will have to publicise the many stake 
on which they vote as proxy. 

British fears that directives from Brus 
sels will damage the City of London have so. 
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far proved largely unfounded. The director- 
general of DG15, Mr Geoffrey Fitchew, has 
listened carefully to extensive lobbying by 
Britain's Securities and Investments Board 
(sip) and the Bank of England. The British 
have found DG15 flexible. For instance, early 
drafts of the investment-services directive 
put some conduct of business rules under 
the supervision of home authorities, rather 
than host ones. Britain feared this could un- 
dermine the City's own standards of inves- 
tor protection. So the current fourth draft 
deletes all reference to conduct of business, 
effectively leaving the matter to home 
governments. 

Britain has proved an influential force 
in the drafting of directives. This is partly 
because its regulatory bodies have had more 
experience at thinking through and arguing 
about some of the issues than have other 
regulators. Take the issue of reciprocal sanc- 
tions against firms from countries that deny 
access to EEC ones. Britain opposes this 
strongly. Ultimately, majority voting will 
probably force Britain to accept the princi- 
ple. But British lobbying has got the mea- 
sures watered down so that foreign firms al- 
ready in London will not be threatened. 
West Germany, by contrast, has had to ac- 
cept many unpalatable measures, partly be- 
cause its regulatory system sprawls. Author- 
ity is split between the Ministry of Finance 
in Bonn, the Banking Supervisory Author- 
ity in Berlin, and eight provincial bourses. 

Since Britain's markets are among the 
most open in the Community, its firms 
should gain most from directives that open 
up secluded markets. The investment-ser- 
vices directive will allow a stockbroker 
authorised by its home authority to join any 
stock exchange in the Community. So West 
Germany will have to drop its rule that re- 
stricts exchange membership to banks, thus 
excluding British brokers. 

Furthermore, British firms should gain 
the most from insurance liberalisation. A 
first draft directive on life assurance is ex- 
pected to appear by the end of the vear, cov- 
ering what is known as “assurance 
sauvage ', which involves an individual ap- 
proaching a life company on his own initia- 
tive. At the moment, only a few EEC coun- 
tries, such as Britain and West Germany, 
allow their citizens to seek insurance from 
companies in other states. The next step in 
insurance will be a directive to allow foreign 
firms to run group pension schemes. With 
their experience in this field, British insurers 
should do nicely. 

One consequence of this flurry of 
directives is that power is gradually accruing 
to the commission. DG15 will slowly become 
a sort of super-regulator for Europe's finan- 
cial markets. The rule-enforcement clauses 
of the second banking directive (which is 
now with the council) and of the investment 
services directive (shortly to go to the coun- 
cil) say that if a host regulator restricts the 


business of a firm from another 
member state, the commission has 
the right to amend or counter- 
mand that restriction. 

The two directives also em- 
power the commission to make 
limited changes to the directives, 
of its own accord. For instance, 
the commission could amend the 
list of services that is covered by 
the banking rules, or it could 
change the 1096 threshold on bank 
shareholdings in industrial companies. 
Some members are unhappy that it 
should have such discretionary powers. 

The reciprocity clauses of these two 
directives require local regulators to sub- 
mit to the commission any request for 
authorisation from a non-EEC firm. Local 
regulators will not be able to grant ap- 
proval until the commission has spent up 
to three months carrying out a reciproc- 
ity test. Britain and Luxembourg dislike 
the idea since they are hosts to more for- 
eign banks than are other members, and 
fear that the commission's reciprocity 
tests will reduce their international sex- 
appeal. The commission could, in the- 
ory, prevent firms from Japan or Amer- 
ica from operating in London, on the 
grounds that the separation of invest- 
ment from commercial banking in those 
two countries limits EEC firms. 

The commission, however, has re- 
cently moderated its line; it now says the 
rule will not be retrospective. So foreign 
firms established in EEC countries before 
the end of 1992 will have access to the 
single market. The only ones likely to be 
affected are those arriving after 1992. 

But there remains some doubt on 
whether a firm already in the EEC by the 
time the directives take effect will be able 
to expand into a new business. For in- 
stance, a stockbroker which 
wanted to trade gilts as wellas ‘a 
equities might have to go 


through the commis  ,. 
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sion's vetting process. qy 3 
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And foreign firms will have to have 

subsidiaries established in the EEC, 

rather than mere branches, if they are 
to gain access to the single market. 

The commission counters Britain’s 
hostility by pointing out that it has mod- 
elled its reciprocity clauses on those in 
the Financial Services and Banking Acts. 
And the Bank of England has cheerily 
held up the applications of Japanese 
firms wanting to become gilts dealers, to 
pressure Japan to admit more British 
brokers to the Tokyo stock exchan 
The commission claims (as protection 
tend to do) that reciprocity clauses 
should serve to open up markets rather 
than to close them. 

But Mr David Walker, chairman of 
the siB, says he will not rest while the 
principle remains in the directives, be- 
cause "the City has thrived by being to- 
tally open." He says that one compro- 
mise could be for Britain to authorise as 
many foreign firms as it wanted, but for 
their access to the rest of the single mar- 
ket to be limited by reciprocity tests. 


Bulldogs bark at Brussels 


There is much else in the investment-ser- 
vices directive that worries City of Lon- 
don regulators. They dislike the proce- 
dures it lays down for a host authority to 
tackle a rule-breaking branch or subsid- 
iary from another member state. First, 
the host regulator should ask the firm to 








behave; then, if the problem per 


E ia 2 © can ask the firm's home regulator to 
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with the matter. If law-breaking 
continues, the host is then free to 
' take action. Only in “excep- 
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INANCIAL TIMES 
European Energy 
Report 


| The essential reference publication for com- 
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tional circumstances” can a host bypass this 
process and apply its own measures immedi- 
ately—a course which the European com- 
mission must vet. 

The International. Stock Exchange is 
unhappy that home regulators will be re- 
sponsible for authorisation. Britain must ad- 
mit any securities firm whose home authori- 
ties have carried out a “fit and proper” test 
and awarded it a licence. Home authorities 
are responsible not only for supervising cap- 
ital requirements, but also for compensation 
schemes, Chinese walls and the segregation 
of client money from the firm's. 

But what if some regulators are not keen 
and thorough enough to do these jobs well? 
The commission replies first, that a lazy 
home regulator can be taken to the Euro- 
pean Court either by the commission or a 
host regulator for failing to comply with the 
directive. Second, it argues that investors 
dealing with such a poorly-regulated firm are 
protected by local conduct-of-business rules. 
Third, it says that regulators should trust 
each other. 

The commission hoped to include con- 
duct-of-business rules—ie, those covering 
sales methods and the treatment of custom- 
ers—in the directive. But it would have been 
hard to decide on minimum standards, espe- 
cially since Britain was firmly opposed to 
any role for home regulators. 

No draft conduct-of-business directive 
is imminent. But in the long run, the com- 
mission would like more home control to be 
blended with minimum standards for con- 
duct of business. Otherwise, securities firms 
will have to contend with 12 different sets of 
local rules when they sell their services. That 
in itself is a barrier to free trade. And while 
host authorities remain responsible for the 
conduct of business, some countries could 
be tempted to use complicated and hard-to- 
comply-with rules as a barrier to foreign 
competition. Aggrieved firms, however, can 
resort to the European Court. If it finds that 
local rules are not in the public interest, and 
are discriminatory or restrictive, the court 
can overturn them. 


Capital crunch 

DGI5's biggest headache over the coming 
year is likely to be the need to harmonise 
capital requirements in the securities busi- 
ness. The investment-services directive 
leaves the matter for a separate and still em- 
bryonic capital directive—which so far has 
been discussed at just one meeting of a com- 
mission working party. The commission's 
problem is that the starting positions of the 
various EEC members are currently 
kilometres apart. 

Harmonising bank capital was relatively 
easy, since all members follow the similar 
principle of capital-to-asset ratios. But there 
is no norm for securities firms. Only Britain 
has a system of capital requirements based 
on the “market risk” of securities positions; 


100 


capital is needed to guard against the danger 
of securities prices falling—and more capital 
is needed in more volatile markets. 

Countries such as West Germany, by 
contrast, lack independent securities firms. 
West German banks do not need to back 
bond or equity holdings with capital— 
though they treat bonds as a credit risk. 
West Germany and Denmark oppose the 
British concept of setting capital against 
market risks. They might prefer large ‘“mini- 
mum capital" requirements—a lump sum to 
cover all eventualities—or “quantitative 
limits” to firms’ securities positions. 

So greatly divergent were the views ex- 
pressed at the first working party that the 
Bank of England, for one, is now sceptical 
that the commission can bring the rest of 


i 
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the Community round to the British ap- 
proach. Suppose that the capital directive is 
held up, and that the investment-services di- 
rective is implemented without it. British 
firms would then be at a competitive disad- 
vantage. Firms from other countries could 
come to London—clutching the single pass- 
port of the investment-services directive— 
and trade securities with lighter (ie, cheaper) 
capital backing than British houses. 

But the commission is optimistic that 
the council will pass a capital directive be- 
fore the end of next year. It believes that the 
spread of futures and options exchanges— 
and the consequent need for margin re- 
quirements—is educating continental regu- 
lators about market risk. And the Paris 
bourse has just announced British-style capi- 
tal requirements. While the commission 
cannot give an absolute promise that the in- 
vestment-services directive will not be im- 
plemented without a capital directive, it says 
the intention is to apply the two 


Walker the talker wants Europe's doors open 


simultaneously. 

London's Euromarketeers are fretting 
that a directive on prospectuses for public 
offerings, currently with the council, could 
smother the Eurobond new-issue market. 
The directive's principle of mutual recogni- 
tion would save issuers of bonds and shares 
from having to lodge separate prospectuses 
with each member state. A single prospectus 
will suffice—but it should be published be- 
fore the public offering. 

In the Eurobond market, banks gener- 
ally publish prospectuses after the launch of 
an issue. This is because deals are often 
struck at a few minutes’ notice; if the lead 
underwriter delayed the launch while a pro- 
spectus was published, an opportunity could 
be lost. If applied to Eurobonds, this direc- 





tive would probably push the marke 
Switzerland. 

The commission has never wanted this: 
directive to cover Eurobonds, since it reck- 
ons most Eurobond investors can look after 
themselves. But in the European Council, 
Spain, Italy, Belgium and Holland have ar- 
gued that Eurobonds should be included ire 
order to protect investors. Greece, currently 
president of the council, is now backing a» 
commission compromise: the directive 
would apply only to Eurobond issues thaws 
involved a general advertising campaign, ie 
those overtly aimed at small investors. Since 
the commission's proposal on this directive 
can now be overturned only by a unanimous 
council, the Eurobond market can probably; 
breathe easily. Yet another "threat" to the 
City will probably turn out to be illusory. 
For all its fears, the City of London should 
prosper as a result of 1992 —but at the price 
of lost pride. 
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out of a rabbit 


COMO SELF-RESPECTING | statistician 
A. N would make up. data, would he? The 
time-honoured practice is to wear out shoe- 
leather collecting real data for your sample, 
then retire to your study with some compli- 
‘cated nineteenth-century mathematics and 
a few simplifying assumptions (which let you 
apply the mathematics). You then emerge 
rching the statístician's prize: an estimate 
the accuracy of your original data. That is 
‘the proper way to do things. One journalist 
in the 1930s composed a business forecast- 
ing index corrected by a final variable, called 
"judgment". He was sacked. 
Perhaps he should not have been. There 
“is a new sort of statistician who goes out to 
„collect real data, but then makes up plenty 
- of fake data too, in order to analyse the real 
stuff. This method can appear absurd. It also 
: appears to work. It lets statisticians do with- 
out some oversimplifications which they 
previously could not see how to avoid. Thus 
-they can interpret their data 
in more sophisticated ways. 
This system needs fast 
computers to churn out the 
fictitious data, which is why it 
-is relatively new. The most 
versatile recipe for fake data 
is the “bootstrap”, which was 
invented in 1977 by Dr Brad- 
Efron of Stanford Univer- 
“sity in California. The boot- 
«strap has been picked over in obscure 
- journals ever since, and is emerging with a 
-clean bill of health. Dr Persi Diaconis, a the- 
- oretical statistician at Harvard, says it has 
now proved itself in a wide range of jobs. 
. Suppose you want to find the average 
height of people in Glasgow. You take a 
sample of 1,000 Glaswegians and work out 
_ the average of their heights—perhaps 5 feet 
- 9 inches. You then need to know how good 
-a guide this sample is to all Glaswegians. The 
- long-winded way would be to take plenty 
- more samples of 1,000 people each, and see 
“how widely the various sample-averages 
- vary. The short-winded way is to work out 
© how widely the results would vary if you had 
more samples, without actually taking them. 

. "To do this you have to make assump- 

tions. The commonest assumption is that 

the data are "normally" distributed, or 








Clear as a bell 
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3T NOVEMBER 19 1988 








IENCE AND TECH 





How to pull 99.5% of your hat 


selected group of people, for example, are 
normally distributed. Lots of people have an 
10 of 100 (the middle score), fewer have ei- 
ther 90 or 110 (it will be roughly the same 
number of people in each case), fewer will 
have 80 or 120, and so on. Drawn on a 
graph—with 1Q scores increasing from left 
to right, and the number of people with 
each IQ score running up the side—this 
gives the bell-shaped curve which is the 
mark of a normal distribution (see diagram). 

If you assume that the feature you are 
interested in is normally distributed in the 
whole population, you can work out from 
just one sufficiently large sample how widely 
several sample results should vary. This fact 
is the backbone of traditional statistics. 
Luckily for statisticians, an enormous range 
of data is normally distributed, or nearly so. 
Any variable which is the sum of many 
small, independent effects will be normally 
distributed. So will the results of lots of re- 
peated unbiased measure- 
ments of some quantity. That 
is why the bell curve is some- 
times called the error curve; 
random errors in measure- 
ments are as likely to be too 
high as too low, in just the 
way the curve shows. 

What happens when data 
are not normally distribured? 
Sometimes mathematics can 
deal with such recalcitrant data, but the 
price is always more assumptions—to make 
raw numbers fit smooth curves which can be 
analysed by neat formulae. 

The bootstrap isore like the old long- 
winded way of analysing sample statistics. It 
uses yet more statistics—instead of yet more 
assumptions—to gauge the accuracy of sam- 
ples, and it generates the new statistics from 
the old sample. The recipe sounds immoral. 
Put your sample (such as 1,000 measure- 
ments of height written on slips of paper) in 
a hat, mix them up, and then draw out mea- 
surements one by one, replacing each and 
mixing again before you draw the next. Do 
this 1,000 times. Then calculate the average 
of your 1,000 “new” measurements. 

Repeat the procedure again and again, 
so that you have plenty of "new" sample-av- 
erages. Remember to put each slip of paper 
back. before drawing the next oce. This 


helps to ensure that most of the new sample 
will differ from the old. Each slip appear 
only once in the original sample but may ap- 
pear several times in a new one. You cat 
then draw all your "new" samples on : 
graph, together with the original one, a 
see how much the spread of new results di 
verges from the original sample. A few ca 
culations give you the “bootstrap” margi 
of error for the original sample. E 

Like the traditional methods, the boot 
strap and its kin will sometimes give bar 
answers—or the same answers as olde 
methods. Since its raw material is the or 
nal sample it cannot introduce any ne\ 
numbers, just new arrangements of the ol 
ones. If there is an 8-foot man who wa 
missed out of the original sample, the boo 
strap samples will not take him into ac 
count. But, for many kinds of data, the boo 
strap gives a demonstrably better answer. 

Random mixing and selection are ti 
that computers do well (it would take fa 
long to use a hat and slips of paper to r 
the "fake" data). The ease with which 
produce the "new" samples belies th 
ture of what they are up to. To a tradit 
mathematician, bootstrapping sounds lik 
short cut, promising the dubious benefit 
theft instead of honest toil. Actually, 
computers are toiling honestly to avot 
short cuts. | 

The mathematician's assumptions—o 
normal distribution and suchlike—are tt 
short cuts. They were devised when thei 
were no computers to do things the cru 
profligate way. Statisticians can reap. 
benefits of the new techniques, pro! 
they learn to stomach faked data. - 
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ODERN cameras are loaded with gad- 
getry: autoflash, autowinders, auto- 
ocus, auto-just-about-everything-else. This 
lectronic paraphernalia makes pictures eas- 
er to take, but it has not changed the princi- 
les of photography. Those principles may 
ow be changed more fundamentally by the 
rrival of cheap cameras which store pic- 
ures electronically, instead of on film. 
-For the past 60 years, the camera has re- 
iained a black box with a hole in it. The 
otographer opens the hole to a certain di- 
eter for a given length of time. That illu- 
nates a chemical-coated plastic film which 
er has to be pulled out and developed. Fi- 
ly the picture appears. 
The amateur is spared all the complica- 
ns of this process. Today's cameras de- 
ide the size of the aperture and the length 
the exposure for themselves. A wide net- 
'otk of shops exists to develop the pictures 
or him, after a short delay. But today's film 
| poses problems. Undeveloped film is 
ht-sensitive, and easily damaged. Pictures 
n film are hard to copy, slow to transmit 
lectronically, troublesome to store on a 
computer or show on a television, and diff 
cult to touch up if the film is marred. 
.. "Stillvideo" cameras promise an es- 
cape. In them the light does not hit a film, 
but a light-sensitive microchip called a 
charge-coupled device (cep). The electronic 
information from the CCD is stored as a mil- 
lion or more "pixels", which represent the 
olour and brightness of each point. This 
an then be manipulated like any other 
iece of digital information. It can be dis- 
ayed on a television screen, printed, trans- 
itted or erased. i 
." Texas Instruments took out patents on 
ill video in 1972, followed by Kodak in 
974. Since 1984, all the big Japanese cam- 
a-makers have begun to sell still-video 
meras. Canon has spent copiously on still- 
deo. research and development. Fuji, 
onica, Nikon and Olympus have been 
jually hard at work. So have some of the 
general consumer-electronic — firms—like 
ny, Matsushita and Casio—who don't 
ake ordinary cameras in bulk. 
~ So far, still video has been expensive. 
apanese newspapers have shown interest; 
e Yomiuri Shimbun used it to beam 
1otos of the Los Angeles Olympics back to 
okyo. Other news-gatherers will follow as 
e technology gets better and cheaper. 
heir photographers will then be able to 
vend their pictures down the line to head of- 
fice, just as reporters send their text. 
' In 1986 the cheapest still-video camera 
ost ¥600,000 ($3,550). The big fall in price 


s now just about to occur. Next month, 
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Canon and Sony will introduce still-video 
cameras which cost ¥98,000 and ¥78,000. 
Prices will probably fall by another third in 
the next two years: maybe by more, because 
the prices of the chips inside the camera 
make up most of the cost. The camera firms 
reckon that Y 50,000 ($400) may be the cru- 
cial price. Once still-video cameras are 
cheaper than that, they could start to sell 
quickly in Japan. 

The new models are the same síze as a 
normal camera, but do not look as sophisti- 
cated. The cheap ones are point-and-shoot 
models, with a basic lens that needs no fo- 
cusing. Further up the market you can buy a 
still-video attachment that fits on to the 





Computer abuse 


Chain mail 


T weeks after a misguided prank 
brought thousands of America’s com- 
puters to a halt, the obvious damage has 
been repaired: the machines are up and run- 
ning and no permanent harm seems to have 
been done. But the repercussions will be 
heard for years, Faced with tricky questions 
about which—if any—of America’s nearly 
50 different computer-crime statutes might 
apply to this prankster, lawyers think new 
legislation might be needed. Academics, 
meanwhile, are debating just how open they 
can continue to be with the secrets of their 
machines. | 

For years computer researchers have 
swapped their secrets confident that their 
fellow "priests of the machine" would not 
desecrate their own temples. And both legis- 
lators and the general public have not 
minded much what researchers did—in part 
because they assumed that anything so in- 








era; at present this is.expensive—$2,700— 
and cumbersome. Each model has the disad- 
vantage of being tied to a television stan- 
dard. So manufacturers have to make differ- 
ent models for different markets: buyers 
cannot look at American snaps on a British 
television. e. * 4. ye * 

The most serious limitation looks like 
being the fineness of the grain of a still-video 
picture. This depends on how many pixels 
the CCD chip can offer. A million is more 
than enough for a good picture on a televi- 
sion set. It is tolerable for a small print. But 
an enlarged Im-pixel picture looks rather 
grainier than an ordinary amateur snapshot 
today. Professionals still snort against this. 
For the next decade still-video pictures may 
not approach the fineness of grain de- 
manded by glossy magazines or advertising 
leaflets. Pj 

That could be one reason why there hz 
so far been so little demand for still-vi¢ 
cameras. Canon has sold 2,000 in two yea 
Minolta has sold 700. Casio will not say how 
many it has sold, but admits that it has cut 
production from 5,000 a month to 1,000. 
All the firms are worried whether still video 
can succeed in the most important market: 
as a mid-range family-snap camera. Japan 
produces more than four times as many ba- 
sic lens-shutter cameras as it does single-lens 
reflexes. If still video can establish itself 
there, sales may reach 2m units a year by 
1993. Does that. mean the camera firms 
could face the same traumatic attack as 
Swiss watchmakers did from quartz? They 
should be sheltered by their sales of camera 
parts. The new cameras need shutters and 
lenses just as much as the old ones. 












comprehensible and obscure as computer 
research could not possibly effect day-to-day 
life. On the night of November 2nd, Mr 
Robert Morris, a young graduate student at 
Cornell University, burst both bubbles. 

For academics, one of the more disturb- 
ing things is that Mr Morris did not work 
unaided. His prank would probably have 
been impossible without the unintentional 
help of Mr Eric Allman, who worked as a 
programmer at the University of California 
at Berkeley several years ago. As have gen- 
erations of Berkeley graduate students and 
programmers, Mr Allman refined and im- — 
proved an operating system, which oversees 
a computer's internal workings, called Unix. ` 
He also inserted a hidden "feature" into the — 
electronic-mail program first distributed 
with Berkeley's version of Unix in 1985.. 

Usually, letters sent by electronic mail 
are. passive; the worst they. can do.is bore _ 
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ment in one of China's poorest prov- - 

| inces. Outlines a development strategy - 
based on labour-intensive industries 
and services in rural areas. Includes 
three detailed annexes on agricultural 
development, industrial development 
.and basic and vocational education. 
ISBN 0-8213-1122-0 £20.70 


China 
External Trade and Capital 
Examines the present status of China's. $ 
foreign trade and capital system. Rec- 
ommends further improvements to the 
Chinese trade system through reforms 
| | to the trade environment and institu-. 
tions and through macroeconomic | 
management. 
ISBN 0-8213-1121-2 
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SCIENCE AND TECHNOLOGY 


their readers. Hidden in the Berkeley elec- 
tronic-mail program, however, was a “trap- 
door” that allowed anyone in on the secret 
to send out a program in the mail that could 
then play mischief with the recipient ma- 
chine. Researchers at AT&T's Bell Labora- 
tories in New Jersey found the trapdoor 
some time ago. After nailing it shut in their 
own computers, they warned other Unix us- 
ers of its existence. Few apparently repaired 
the flaw, thinking nobody would take ad- 
vantage of it. 

Mr Morris, however, did. Whatever else 
it may have been intended to do, the pro- 
gram that he sent out tried first to send itself 
to all other computers on the recipient's 
electronic-mailing list. This caused a chain 
reaction. Computer A sent the program to 
computers B and C. Because computer A was 
often also on the recipients’ mailing-lists, it 
got more copies of Mr Morris's program by 
return mail. These copies also started send- 
ing themselves out, and so on. Pretty soon 
all work stopped under an avalanche of Mr 
Morris's handiwork. 

Nobody really knows how many more 
such trapdoors and bolt-holes might lurk in 
the software on which thousands rely for 
their day-to-day work. Familiarity with the 
quirks of Unix recently enabled a West Ger- 
man illicitly to browse among the files of sev- 
eral American research establishments. And 
Unix is not the only thing under suspicion. 
Another is ARPANET—a computer-commu- 
nications network founded by the Defence 
Department's Advanced Research Projects 
Agency (and the primary transmitter of Mr 
Morris's errant program). Despite its ori- 
gins, ARPANET was never meant to carry clas- 
sified information; for years it has been run 
as a combination of working network and 
laboratory in communications technology. 

Most people who know enough about 
ARPANET and Unix to improve them also 
know enough to abuse them. This poses a 
dilemma for researchers: how can they share 
enough information to promote innovation 
without becoming vulnerable? There is no 
easy answer to this, but one useful step 
might be to try to increase the separation be- 
tween computer systems used for experi- 
mentation and those used for real work. 

Berkeley and AT&T are not the only 
ones to have created versions of Unix; nor is 
ARPANET the only communications network 
around. Look-alikes (such as Mr Richard 
Stallman’s GNU, a Unix clone now under 
development) could be used to teach general 
Operating-system design without also pass- 
ing along enough detail to abuse working 
systems. And greater efforts to experiment 
with wholly different systems might bring a 
breath of fresh air to computer research. 

Meanwhile, lawyers are wondering how 
best to get in on the act, by attempting to 
define what one should or should not do on 
a computer system. Some 48 states and the 
federal government have passed computer- 
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crime statutes, and they yield nearly 49 dif- 
ferent definitions of computer crime. Be- 
cause Mr Morris says he did not intend to 
cause damage, he may be beyond the reach 
of federal computer law, whose wording 
seems to demand proof of such intent. 
Although the federal law forbids spying 
into classified government secrets and finan- 
cial data on a computer, it is vague about 
other types of spying. It is equally vague 
about disruption of computer services (as- 
suming they do not, in the end, cause finan- 
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WELLINGTON 


EW ZEALANDERS are keen con- 
| servationists, which is just as well 
considering how many rare species they 
have to conserve. Abour a third of their 
native land birds have waddled into the 
rare, threatened or endangered catego- 
ries; 1196 of the world's endangered bird 
species are in New Zealand. 

Even a beefed-up department of con- 
servation, with a budget of NZ$96m 
($62m) in the current year, cannot pro- 
vide for every worthy project among this 
embarrassment of disappearing riches. 
So it is thanks to a group of scientists at 
the Victoria University of. Wellington 
that detailed research has been done into 
the eccentric habits and physiology of 
one of the country's oddest evolutionary 
freaks. The tuatara seems to have sur- 
vived since the age of the dinosaurs, even 
though male tuatara have no visible 
genitals. 

It is the sole surviving representative 
of the Sphenodontia, one of the four or- 
ders which make up the reptile class. The 
Sphenodontia flourished with the dino- 
saurs, and all the rest of them died out 
about 80m years ago. The tuatara's strik- 
ing characteristic, says Dr Alison Cree of 
the Victoria University, is the extreme 
slowness of everything it does. Its life is as 
long and sedentary as an office 
clerk's—up to and possibly be- 
yond 60 years. It rarely ven- . 
tures more than five metres — SENE 
from its burrow except 
when nesting, perhaps be- 
cause of the cold climate in 
which it lives. The tuatara isout X^ 
and about when its body tem- > 
perature is 10°C—a temperature at 
which most other reptiles would be 
in hibernation. 

Its methods of reproduction, hitherto 
a well-kept secret among tuataras, are es- 
pecially slow. Dr Cree believes that the 
females usually reproduce only every 
four to five years. It takes two or more 
years for a female to manoeuvre enough 
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cial damage). Some people now suggest that 
California's computer-crime statute (passed 
into law at the beginning of this year) might 
become a sort of national standard. The 
Californian statute is probably the broadest 
and most up-to-date set of rules about com- 
puting, covering everything from the illicit 
copying of software to vandalism. It is only 
fitting that the state which did so much to 
create the computer revolution should also 
write its code of conduct. 
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Slowly outliving the dinosaurs 


eggs into position; then, after mating, 
the eggs are held in the oviduct for seven 
months before being laid, after which 
they take 12-16 months to hatch. Mating 
itself is haphazard because the male ha 
no external copulatory organ. Copula- 
tion, which takes place at an inevitably 
leisured pace (one coupling was timed at 
58 minutes), is a matter of close contact 
and hope. The male climbs on top of the 
female, wraps its tail around her and tries 

to manoeuvre a sort of sperm-emitting | 
vent over the right place. 

The tuatara's slowness makes it vul- | 
nerable. It thrives only in a handful of | 
small, rat-free islands. The Victoria Uni- 
versity team would like to see it breed in 
captivity—a feat not yet consistently 
achieved. Fortunately, the species is in 
no immediate danger of disappearing. Dr 
Cree thinks there are 30,000 tuataras on 
their main lair of Stephens Island, which 
they share with a species of 12-inch grass- | 
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hoppers and other curios. Researchers 
have to take care not to tread on them 
when they slowly creep from their bur- 
rows to enjoy a warm, damp, and “ig 














sexless summer night. 
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'SEVERY visitor to Pace knows, Louis 
[7 Y Pasteur has a great many streets named 
after him. They are the most visible of the 
ways that France keeps sacred the memory 
ofthe man who introduced the theory of 
fii: to medicine. The packaging of milk, 
F sewers of Paris and the petri dishes in 
»iology classes are other monuments. When 
Pasteur is talked about in France, the tones 
of hagiography are seldom far away. 

Bruno Latour, a professor of sociology 
at the Ecole des Mines in Paris, and one of 
today’s most acute, if idiosyncratic, thinkers 
about science and society, is not a worship- 
oer. He comes not to praise Pasteur; but nor 
does he come to bury him in muck-raking or 
revisionism. The story of Pasteur is told in 

the first part of the book, "War and Peace of 
Microbes”; it illustrates Mr Latour’s views 
about science and society. These ideas, and 
their implications for che way men deal with 
the world, are laid out in the second part, 
“Irreductions’’. Both parts appear here for 
the first time in English, extensively revised. 
The first part asks why one man, Pas- 


seur, is so important. The most natural an- 


awer is that he found out something that was 
ath true and crucial. The view favoured by 
Be of Mr Latour’s fellow sociologists is 
hat he provided a means by which the rul- 
¿ng class could further its interests—in this 
ease, in a healthy and regimented proletar- 
-at. Neither will suffice for Mr Latour, be- 
use they invoke “nature” and “society”, 
ind thus offend his sense of fairness. 
- After Pasteur nature and society were ir- 
*eversibly changed. What power effected the 
change? Mr Latour does not believe that any 
erson, or any idea, is of itself imbued with 
t by dint of truth or social importance. 
ower and force must always be borrowed 
om others. So Pasteur's success was the re- 
walt of force lent by lots of allies, who briefly 
and unpredictabl y came together—like the 
armies in Tolstoy, whence Mr Latour takes 
Ais title. 
< The first set of allies were the hygienists, 
scientious guardians of the nation's 
ealth. Before Pasteur, they had a hard time 
-people fell ill at all sorts of times, in all 
f places, for no apparent reason. Pas- 









































teur made their enemies visible by providing 
them with microbes. Before he had proved 
anything much the hygienists were lauding 
him to the skies. They willingly lent their 
force to the name "Pasteur". 

That sounds like a sociological explana- 
tion. Mr Latour would not disagree, as long 
as he is allowed to use his own definition of 
sociology: the study of associations, not of 
societies. He is at pains to follow the actors, 
to see what they do, whom thev associate 
with. À watch on these active associations 
explains what society is at any time, he ar- 
gues, not the other way round. 

Pasteur's most successful association 
was with the microbes themselves. Because 
Pasteur alone could make microbes visible, 
anyone wanting to deal with microbes—be 
they a brewer, a doctor or a farmer—had to 
enlist the help of Pasteur or one of his prox- 
ies. If you wanted to get rid of microbes, you 


= rests in its allies. 

























































had to put Pasteur, in the form of som 
ken like a disinfectant, in their place. Th 
Pasteurisation spread like an epidemic. Mi 
crobes joined people and property as th 
things which make up society—in milk, o: 
midwives’ hands, on the mouth-parts. o 
mosquitoes. All these things were done 
the name of “Pasteur”, but not by Pasteu 
on his own. 

In “Irreductions’’ fair play is cake, 
the world of ontology. Mr Latour starts: 
the belief that nothing is of itself reducibl 
to something else, that everything is of equa 
strength and importance until proved other 
wise. Because nothing is powerful of itsel 
the only way to find out about things is t 
test their strength. That which resists whe 
its strength is tested is true. It is by buildin 
alliances that the tests can be resisted. The 
strength of any truth, scientific or socia 


This is not a simple cry of “Might makes 
right". The force of an alliance can always 
be undone or renegotiated, since it is always 
achieved by the actors. The appearance of 
some special strength, some potency, resid- 
ing in one actor—like Pasteur—is always the 
result of allies being hidden: : 

Once force is seen to lie in the alliance of weal 
nesses, potency vanishes. Of course, the force 
are still there, but the illusion of potency is 
annihilated... Be strong maybe, but potent 
never. Kill me, but do not expect me to wish for 
death and kneel before power. To force ] will 
add nothing. 


Both parts of the book show some charting 
Mr Latour's prose is often amusing, and 
sometimes bizarre. He delights in the use of 
words, pulling new meanings out of them as 
he does for sociology, or presenting them in 
odd juxtapositions: 
The reader should not yet be able to decid 
whether | am speaking of social beings, printe 
circuits, reasons, machines, theatres or habit 
This vagueness is the effect I am seeking, f 
perhaps we will never come across SINE da 
sified this way again. 5 


But the charm should not blind the: rea 
to the serious intent. Mr Latour is air 

one of the late twentieth century's bi 
problems. He is trying to provide a w 
talking about science and society that does 
not start from the differences between ther 
to break down the barrier between them 
that started to go up in the seventeenth cen- 
tury. In doing so he attacks both the notio 
of science's potency, which will not ende: 
him to some scientists, and the idea that s 
ciologists know what they are talking abo: 
If he is to succeed, he will need all the 
that this book can recruit for him. =~ 








BOOKS AND ARTS 
Alistair Cooke 


Four deadly sins 


AMERICA OBSERVED: THE NEWSPAPER 
YEARS OF ALISTAIR COOKE. Selected and in- 
troduced by Ronald Wells. Reinhardt 
Books; 233 pages; £12.95. Knopf; $19.95 


LICE ROOSEVELT LONGWORTH, a 
famous political hostess in Washing- 
ton, had in her sitting room a cushion em- 
broidered with the words: “If you can't say 
anything good about someone, sit right here 
by me". The cushion would usually have 
been out of bounds to Alistair Cooke, a 
sympathetic interpreter of the United States 
for Britons for the past half-century. 

He rarely has an unkind word for any- 
body, least of all an American. President Ei- 
senhower's qualities were "candour and de- 
cency’’. Mr Ronald Reagan, as governor of 
California, had an "engaging kind of en- 
ergy’. Gary Cooper “represented every 
man’s best secret image of himself’. Marilyn 
Monroe was a "woman of integrity"; Alfred 
Knopf “simply, the best publisher of the 
twentieth century". 

Even Joseph McCarthy, one of the big- 
gest scoundrels ever in the Senate, is treated 
charitably. Mr Cooke, then the Guardian's 
chief American correspondent, excused 
himself from writing his obituary because he 
thought it "a decent custom" not to be rude 
about the dead. 

This collection of his cuttings makes 
mellifluous bedtime reading. Mr Cooke has 
an affectionate sense of humour and a wide 
range of enthusiasms. His report of the fight 
in which Sugar Ray Robinson regained his 
world middleweight boxing title from Ran- 
dolph Turpin is a sporting classic. His put- 
down of Masters and Johnson sexology 


("Out of the Boudoir, into the Laboratory”) 





The facts, Ma'am 


OEL FINLER'S THe Hottywoop 

STORY* is a book that, for once, more 

than lives up to its claims. It is sub-ti- 
tled "Everything you always wanted to 
know about the American movie busi- 
ness but didn't know where to look". 
That is too modest. It is everything you 
never dreamed of wanting to know as 
well. 

The book, a goldmine of cinema sta- 
tistics, falls into three parts. First comes 
an overview of the history of Hollywood, 
followed by a facts-and-figures profile of 
eight leading studios (what films they 
made, who acted in them, who worked 
for them, what Oscars they won). The fi- 
nal, most useful, section is statistical, 
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is a fine tease. 

Theonly pea in the mattress is the intro- 
duction to the book, which too many will 
skip. Here the avuncular octogenarian sud- 
denly lets his silvery hair down, and scolds 
the adopted country whose faults he has 
tried so hard for so long to minimise. The 
United States, he says, is suffering from 
money mania—that is, money sought as 
power. Fewer people are making things, 








charting such things as which studios | 
made how many colour films between 
1936 (the year of the first full Techni- 
color film) and 1968, when black-and- 
white production virtually stopped; stu- 
dio revenues and profits (or losses) from 
1920 to 1986; and the annual growth 
since 1950 in television households. 
Good, simple charts show the rising 
cost of feature films and the peaks (1945) 
and troughs of cinema attendances. 
Other material is often so over-dressed 
with motifs, patterns and colour codes 
that the message is obscured (rather, in 
fact, like many Hollywood movies). But 
for all those unable to store 60 years of 
Variety under the bed, Mr Finler has 
performed an invaluable service. 






























*Octopus, 304 pages, £14.95. Crown, $35. 








more making money. Sports are gross 
over-commercialised, child actors are ex 
ploited and public education is in a state o 
collapse. A phoney counter-culture has de 
valued work, thrift and duty. 
| suppose, not to beat around the bush, tha 
much of what I take to be the social sickness o: 
the time—beginning in the Sixties and exacer 
bated in the Eighties—could be attributed by : 
moralist to a clutch of certain deadly sins 
namely, greed, envy, lust, covetousness. 


Mr Cooke is quick to note that money ma 
nia is nothing new; that it comes in waves 
riding on a tide of unusual prosperity. I 
partly explains Thomas Jefferson's distrust 
of inherited wealth, and Andrew Jackson's 
detestation of banks. And in the 1870: 
Mark Twain saw the hog-wild gallivanting of 
the money men as the main symptom of “an 
era of incredible rottenness”. But, says Mr 
Cooke in his mild way, “I do think it's as 
bad now as at any time since then." 


Xerox and computers 


Boffinphobia 


FUMBLING THE Future. By Douglas Smith 
and Robert Alexander. Morrow; 274 pages; 
$18.95 


OST managements abort some 

money-spinning products before 
birth. Sony's Walkman and 3m’s yellow 
sticky-pads were pushed to market success 
only by the bloody-minded persistence of 
their creators and believers, who overcame 
corporate lethargy. Xerox was not blessed 
with the thrust of a monomaniac with a mis 
sion (as Peter Drucker calls innovators). 1s 
invented an embryonic personal computes 
in advance of its rivals; but the inventior 
then languished under a bureaucracy hapai 
est with the photocopiers it knew. 

Messrs Smith and Alexander, looking 
back at the history of the company, are now 
surprised to find Xerox obsessed with a sin 
gle product. Its small precursor, Haloid 
which made photographic paper, almos* 
emptied its coffers over 13 years to try to de 
velop prototype copiers. Wretched financial 
and marketing experts reckoned wrongl* 
that Haloid would sell only 5,000 of its even 
tual version of them. 

In 1960 Haloid changed its name to Xe 
rox. Before long, its copier was a huge 
money-spinner. By 1968 sales were more 
than $1 billion; by 1972 Xerox had captures 
95% of the world's copier business. It grew 
to be blinded by copiers, bloated with peo 
ple and costs. Computers, by contrast, hac 
until then been bad news. Xerox pulled our 
of big mainframe computers after taking 
losses. The salesmen and financial men run. 
ning the company were loth to encourage: 
full development of personal computers a 
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heir research shop in California. Yet their 
ofiins' work was up to five years ahead of 
heir competitors’; and a mere $10m-15m 
vas required to unleash a Xerox computer 
in the market before Apple, IBM and Wang. 

If Xerox had listened to its researchers, 
t stood to win a bonanza even bigger than 
opiers had produced. In the first decade of 
rersonal computing, the authors reckon 
hat revenues amounted to $100 billion. Xe- 
ox was too late just when it needed to diver- 
ify: just when low-cost, high-quality Japa- 
:ese copiers were cutting into its heartland 
md should have forced survival surgery on 
he company. 

This drama deserves a livelier pen than 
he authors provide. They seem grimly bent 
n flat and technical language. But, as a cau- 
onary tale, it is stirring—and should stir 
ome corporate bureaucracies up. 





B... Haig 


Neither lion nor 
Jonkey 


)oUGLAS HAIG 1861-1928. By Gerard De 
iroot. Unwin Hyman; 441 pages; £20 


HE classic, if well-worn, image of the 
British army in the first world war is of 
sons led by donkeys. Not all, it is now 
scognised, fitted the categories. And which 
Beast was the commander of that army after 
9915, Douglas Haig? In the introduction to 
sis biography, Mr De Groot acknowledges 
nat up to now there has been no middle 
wound of judgment. Haig has been 
maracterised as either—in the popular 
Wew—a military reactionary who squan- 
wered lives purposelessly in a war whose na- 
he was incapable of understanding; or, 
e revisionist view led by the stalwart Mr 
ihn Terraine, as an "educated soldier" 
ho recognised the intractable and terrible 
Bature of modern war. 
Mr De Groot's view is that Haig may 
wave been an educated soldier, but that he 
as never a thinking one. His Haig was a 
iroduct of late Victorian and Edwardian so- 
ety in its upper reaches: strong-willed, of- 
en dogmatically so, conservative, ambi- 
aus, well-suited to holding his own corner 
wa the inner citadels of politics, always a gen- 
man, always a cavalryman, usually 
'inkered in his approach to war. Mr De 
root may have started out meaning to be 
immoderate; but as the biography unfolds, his 
ymments grow tarter. He feels that the facts 
Mblige him almost invariably to present Haig 
wa the worst light. 
As a commander, Mr De Groot reckons 
nat Haig optimistically—some would say 
Wg-headedly—maintained the offensive in 
ne face of heavy casualties for far too long; 
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that he clung to the delusion that a decisive 
breakthrough could be achieved on the 
Western Front (when the cavalry, he hoped, 
would come into its own again); and that he 
never grasped the significance of the war of 
attrition that had developed. In that war the 
most appropriate tactics—as some of Haig's 
subordinates realised— were defensive, and 
were actually those of siege warfare. 

A more balanced critic of Haig would 
have set this biography in a wider perspec- 
tive of the choices before him. lt is easy to 
condemn Haig for pursuing the offensive, 
but what other course was open to him with 
the German armies occupying so much of 
northern France? True, Haig was up to his 


Duleé et decorum est pro patre 


Artists and the Great War 


Some desperate glory 


N THE 70 years since the 1918 Armistice 

the world has created and employed 
vastly greater means of destruction, but the 
first world war has remained a peculiar 
twentieth-century nightmare. Constant 
bombardment and frequent rain turned 
northern France into a moonscape of mud, 
blood and devastation. Men lived not 
merely with danger but with disease, endless 
discomfort and the everyday presence of 
bodies that could not be buried. As J.M. 
Winter puts it in his new book, THE EXPERI- 
ENCE OF WorLD War I*, “The front-line 
soldiers of 1914-18 saw things that people 
should not see.” 

Included among them were people 
whose business it was to see: the poets, com- 
posers and artists who created the appalled 
and outraged record of the war. Some of 
them survived: Siegfried Sassoon, Robert 
Graves and the painter Paul Nash. Many did 


"Pg 





= BOOKSANDARTS 


neck in one politico-military intrigue after 
another; but he, like the other soldiers and 
politicians, was groping in the dark for some 
sort of system of allied co-operation. A less | 
hidebound and more radical man than Haig 3 
might have done better, in the sense of not 
flinging men day after day into a storm of 
rifle and machinegun and artillery fire. But 
only might. Modern war imposed new con- ‘ 
straints on Haig, as it did on others. None of 

them properly grasped its implications. In a 
that Great War—its participants always V 
thought of it with capital letters—there was 
a horrible, casualty-laden gap between the 
horse and the tank. Into it Haig, along with 
so many others, fell. 

















not. It has been the purpose of the Armi- 
stice Festival, presenting events in London 
and Oxford into next vear, to pay tribute to 
them all. 

To those living at the time of the war, 
the most famous casualty among the poets 
was Rupert Brooke. But as Jon Stalworthy 
points out in THE Lost Voices or WORLD 
War It—an anthology edited by Tim 
Cross, the artistic director of the festival— 
Brooke died too soon to be a true war poet. 
His poem "Peace" is an evocation of prewar 
innocence, as young men rejoice at being 
"wakened ... from sleeping" to go into bat- 
tle "as swimmers into cleanness leaping”. 
He was not the only poet to welcome the 
war. Ernest Pischari, a Frenchman, declared 
that “Our mission in this world is to redeem 
France by blood." Walter Flex, a German, 








gladly subsumed his identity in the cause: “I 
am now part of the holy horde that sacrifices | 
107 * | 
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BOOKS AND ARTS 
itself to you—Fatherland." 

This euphoria was generally short-lived. 
Another German, Gustav Sack, soon saw 
that the real battle was "against the dirt and 
the rain and that overbearing thing... 
boredom." Bogus abstractions withered; 
what mattered was allegiance to comrades. 
As Wilfrid Owen put it, "I came out in order 
to help these boys—directly, by leading 
them as well as an officer can; indirectly, by 
watching their sufferings that | may speak of 
them as well as a pleader can." Owen's po- 
etry remains the fiercest denunciation of 
“The old Lie: Dulce et decorum est/Pro pa- 
tria mori." 

Revulsion at the war increased as it 
dragged on, but other reactions persisted as 
well. In 1917, a month before his death, the 
Irish writer Francis Ledwidge could still give 
an entranced description of German rock- 
ets: "white crests which throw a pale flame 
across no-man's land and white bursting 
into green and green changing into blue and 
blue bursting and dropping down in purple 
torrents." Whatever their feelings about the 
conflict, artists remained artists. As Ray- 
mond Duchamp-Villon, a sculptor, con- 
fessed, "It has to be said: the grandeur of a 
battle line is impressive and gives the mind a 
new understanding of things." 

Duchamp-Villon is one of nine painters 
and sculptors killed in the war who are com- 
memorated in "The Fallen", an Armistice 
Festival exhibition at Oxford's Museum of 
Modern Art. Their work shows the artistic 
ferment that excited Europe on the eve of 
the war. Both Futurism and Vorticism 
preached the need for a cleansing violence 
in art to overturn the smug conventions of 
the nineteenth century. Without intending 
it, contemporary magazines like Blast pre- 
saged all too clearly events on the fields of 
France. Duchamp-Villon himself was a 
Cubist; but August Macke and Franz 
Marc—two of at least six German Ex- 
pressionists killed in combat—were the 
most lyrical of colourists, and their work 
seems as far removed from savagery as that 
of their friend Paul Klee. 

Some writers and artists believed that 
the enormities of the war would produce a 
fresh imaginative climate, a release from the 
horrors of the trenches. In 1917 Guillaume 
Apollinaire coined the term “sur-realism’’, 
predicting a "New Spirit" that would *mod- 
ify the arts and the conduct of life from top 
to bottom in a universal joyousness." But in 
1918 Apollinaire died of influenza, aggra- 
vated by a war wound. And the experimen- 
tations of surrealism and the other move- 
ments of the 1920s would betray a desperate 
gaiety in the face of the millions of ghosts 
left by the war. 

Perhaps the reaction of a German com- 
poser, Rudi Stephan, best sums up the hu- 


*Macmillan; 256 pages; £17.95. tBloomsbury; 406 
pages; £14.95. 
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man horror. In 1915, after his unit had suc- 
cessfully repulsed a Russian charge, Stephan 
was tormented by the night-long cries of the 
wounded in no-man’s land. When morning 
came, he suddenly shouted “I can't stand it 
any more!" and leapt above the parapet, to 


be killed immediately himself. 





Modern opera 


Behind Glass 


| obe the past ten years, what Philip Glass 
has done in opera has been treated as 
something of a barometer for the future 
health of the art. Mr Glass himself, mind, 
does not even like the word. He calls his op- 
eras "music theatre", and thinks they have 
come to be called operas merely because, 
needing both a stage and an orchestra pit, 
they can be mounted only in opera houses. 

Undoubtedly, Mr Glass sees himself in 
the vanguard. Behind him, he hopes to find 
traditional repertory opera “dragged— 
probably screaming—into the twentieth 


Music or message first? 


century with the rest of us." What this 
might mean is demonstrated at the end of 
his new opera, "The Making of the Repre- 
sentative for Planet 8", which received its 
European premiere on November 9th, hav- 
ing opened previously in Houston. The sto- 
ryteller of Planet 8 is left onstage in a snow- 
storm, speaking Doris Lessing's words; and 
the music has disappeared. 

Opera works by combining several dif- 
ferent arts, principally drama, music and 
text. Composers are still trying to. master the 
trick. Is the subject-matter (which is the es- 
sence of the drama, and is often either politi- 
cal or social) more important than the mu- 
sic, or vice versa? When drama is allowed to 











dominate, opera can appear to be simpl 
beating its audience over the head witl 
some urgent message or another. Hans Wer 
ner Henze is held to be guilty of this now; i1 
the last century, Verdi was. 

On the other hand, opera can overbal 
ance towards music. Debussy and Wagne 
both drowned in it, while the drama tot 
tered along. This is something Mr Glas 
himself has been accused of. His minimalis 
musical style, with its endlessly repeate 
slightly shifting sequences, as in eastern mu 
sic, has usually dominated both the rathe 
static staging of his operas and their libretti 
"Planet 8” is in fact his first work to boas 
an intelligible, completely English text (“Sa 
tyagraha" his opera about Gandhi, was it 
Sanskrit; "Akhnaten", set in ancient Egypt 
was in ancient Egyptian and Hebrew). By M: 
Glass's own account, however, it was durin; 
the writing of "Akhnaten", in 1980, that hi 
first began to want to put a message o 
He saw that the subject of a piece 

could remain neither passive nor accidental 
. . Ideas (social, political, religious), could be 
central to the work. [This] was a fundamenta 
reorientation of my thinking about my relatior 
to theatre. 


In “Planet 8" the social issue is obvious. Th 
drama, based on a novel of Miss Lessing" 
from the “Canopus” series, involves a cos 
mological incident which shifts the poles o 
a green and fertile planet away from its sun 
so that the planet begins to die. A disaste 
on this far-off planet may evidently prefigure 
a disaster (caused by ozone holes, Amazon 
clearing or whatever it may be) on plane 
earth. 

So is Mr Glass too about to turn operi 
into a lesson in political or social conscious 
ness-raising? It is not yet clear. He agrees 
along with ideological music-makers, tha 
music should be placed directly in the wides. 
public domain; that is one reason why h« 
prefers to write music for the theatre, 
than the concert hall. But he does not 
that the public should necessarily take in hi 
ideas. It is more complicated than that: 

One might venture to say that art objects—b« 
they paintings, string quartets or plays—don" 
exist or function by themselves . . . [but] onl’ 


when there are people present to experienc 
them. 


The audience itself completes the work with 
its reactions and interpretations. No stag 
ing, therefore, will ever work in the sam 
way twice; and none may be completely urs 
derstood. It is all in the lap of the gods. 
Other modern opera composers ar 
moving this way too: notably John Adams 
another American, in his opera "Nixon is 
China". In this work Mr Nixon, an instant 
ly recognisable modern figure, gazes ow 
sympathetically on the international—in 
deed, the universal—scene. The audience # 
encouraged to sympathise, and gaze ou 
with him. Further, it is not told which sid 
to take; it is allowed to size up events anë 
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each its own conclusions. The listener has 
n assumed intelligence. In this way, an ex- 
hange occurs between the opera and the 
udience. In both operas, too, the music is 
either incomprehensibly complex nor 
ver-banal; it is approachable contemporary 
tuff, "a piece of cake", as Miss Lessing calls 
. As the reviews of "Planet 8" showed 
those for “Nixon” were more enthusiastic), 
^e technique still has its hiccoughs. But it is 
iready bringing in a broader audience for 
aodern opera than for modern concert mu- 
ic. No wonder Mr Glass prefers it. 





elevision in China 
3olling river 


T week in China saw the largest, and 
ne of the stormiest, official meetings 
in the arts since 1979, when the cultural re- 
wrms began. At least 1,500 delegates at- 
nded from the China Federation of Liter- 
Ey and Arts Circles. The hottest topic of 
Bong” 6 was a te-vision series, "He 





ang’ (River Elegy}, the first in China to 
oach an intellectual subject and attract a 
ass audience. 
The six-part series, shown earlier this 
ar and repeated this autumn by public de- 
d, has been sensationally controversial. 
Deng Xiaoping, the country's 84-year- 
d leader, is said to have called it "a load of 
mbbish”; Mr Wang Zhen, the 80-year-old 
|ce-president, has condemned it as a “vili- 
zation" of Chinese culture. On the 
dm of Mr Wang's opinions, sales of 
River Elegy" videotapes have been 
ed. But hundreds of articles on the se- 
have been published in leading newspa- 
rs, and on virtually every campus students 
argued its points. The authors claim 
in Canton 500,000 people have taken 
mrt in public debates about it, sometimes 
mying tickets for the privilege. 
"River Elegy" started out as a Sino-Japa- 
»se collaboration on the Yellow river, the 
wadle of Chinese civilisation. The pro- 
amme did not work, so four young aca- 
*mics—an author, a cultural historian, a 
-turer in literature and a philosopher— 
re invited to write a new script. They pro- 
1ced nothing less than a dissection of the 
ots of Chinese culture, brutally attacking 
ch "cultural fetishes” and "fatal symbols" 
the dragon and the Yellow river. The 
wreat Wall is condemned as "a massive 
ynument to tragedy" which "can in no 
y represent strength, progress or glory; it 
sa symbol of confinement, conservatism, 
tent defence and timidity in the face of 
sion." Over the commentary runs a 
tage of current film clips in which cer- 
images recur: the Red Guards on 
anmem Square and, most frequent and 
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symbolic of all, the Yellow river in full spate. 

"Cultural nihilism” in the younger gen- 
eration is not new in China; it was popular 
among Chinese intellectuals in the May 4th 
movement in 1919, and has been ever since. 
This makes it no easier for the old to stom- 
ach. Ironically, the men who themselves did 
so much to destroy and challenge traditional 
Chinese culture in their youth and em- 
braced a European import, Marxist-Lenin- 
ism, are now, in their old age, defending tra- 
ditional China. 

Their reasons are not purely sentimen- 
tal. Many of them claim that "River Elegy” 
is anti-party and anti-socialist. The constant 
juxtaposition of the Yellow river breaking 
its banks and the madness of the Cultural 
Revolution imply that such nonsense could 
happen again—that China is still politically 
unstable and that Mr Deng, despite ten 
years in power, has failed to change Chinese 
society and introduce the rule of law. 

When the limits of party censorship 
were discussed at last week's gathering, 
therefore, it was "River Elegy" that lay be- 
hind the debate. Mr Xia, the 87-year-old 
deputy chairman of the arts federation, ad- 
mitted that Chairman Mao’s dictum “Art 
must serve politics’’ was a mistake; but Mr 
Hu Quili, a member of the Politburo, laid 
down a new party line remarkably and de- 
pressingly similar to the old one: 


No matter how diverse in form and colour liter- 
ary and artistic works may be, their social effect 
should only be to heighten people's awareness 
of their historical responsibility . . . We need to 
criticise outmoded conventions and bad cus- 
toms, but we need all the more to eulogise fea- 
tures of the times; we need to expose the nega- 
tive and ugly, but we need all the more to praise 
heroic deeds; we need to review and ponder 
profoundly our past, but we need all the more 
to look into the future. 


The glories of present and future China still 
await their writers and their television film 
crews. 





No symbol of glory 


BOOKS AND ARTS 
The Prix Goncourt 


Tarte à l'intello 


HE prominence of President Francois 

Mitterrand in France is not merely po- 
litical. As this year's Prix Goncourt has 
proved, it is also intellectual and cultural. 
The winner of the French-speaking world's 
most celebrated literary prize, announced 
on November 14th, was Mr Erik Orsenna 
for his novel "L'Exposition Coloniale" 
(The Colonial Exhibition), a story of a fam- 
ily rubber business. In real life Mr Orsenna 
is Erik Arnoult, a civil servant specialising in 
international economics and once the presi- 
dent's cultural counsellor at the Elysée. He 
has now added lustre to the literary credits 
of the Mitterrand coterie, which are many. 
Mr Jacques Attali, an adviser and right-hand 
man to the president, finds time to write— 
some say dash off—reflective books on such 
subjects as sound, time and Warburg's 
bank; Mr Régis Debray, a former adviser on 
the third world, writes copiously; and Mr 
Mitterrand himself produces well-turned 
books, mostly on his career in politics. 

The Mitterrand group considers itself 
heavyweight, and those outside it of rela- 
tively small consequence. A rather different 
figure on the centre-left is Mr Bernard- 
Henri Lévy, a perennially handsome and un- 
lined editor and intellectual, who became 
famous in the early 1970s for jumping on 
various anti-Marxist bandwagons. Mr Lévy 
was shortlisted for the Goncourt for his lat- 
est book, "Les Derniers Jours de Charles 
Baudelaire", which follows in novel form 
the poet's dying days. Whatever the book 
may have done for his standing as an intello 
in France, it turns out to have done wonders 
for him in—of all places—Belgium. 

Mr Lévy spent many months research- 
ing his material in Brussels, where Baude- 
laire was preparing to die in a cheap hotel 
room before his mother arrived to take him 
home to Paris. The poet wrote a harsh poem 
about Brussels and some scatalogically cruel 
"Notes on Belgium" which were published 
after his death; the Belgians, he wrote, smelt 
of savon noir (soft soap). A touch of rancour 
still seems to linger. On October 4th Mr 
Lévy agreed to talk about his book to a select 
audience in a bookshop there. His talk was 
interrupted by an anarchist who thrust a 
cream pie in his face; Mr Lévy replied by 
landing a solid punch on his assailant's 
nose. He then went imperturbably on with 
his programme. 

Mme Toussant, the owner of the 
bookshop, summed up the general senti- 
ment about Mr Lévy: "What an intellectual 
machine! Belle comme une Ferrari!" This 
should please him almost as much as any 
Goncourt, or any stuffy words of praise out 
of the Elysée. 
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KIT. (Royal Tropical Institute) is involved in planning, 
implementation and evaluation of development activities. The 
staff of the Rural Development Programme (RDP) participates 
through operational research and training with the aim to 
improve the quality of development cooperation. This research 
and training is mostly financed by national and international 
funding agencies. 











The RDP, with 100 staffmembers, consists of four Sections: | 
- Agricultural. Development (AD) | 
~ Development Planning (DP) - 
- Nutrition & Agrotechnology (NAT) 
- Primary Health Care (PHC) 








The Section AD focuses on research and development of 
technology mainly for smallholders. The two leading issues are 
attention for a sustainable agricultural system in a stable 
environment and the institutional framework necessary to 
develop effective research systems in developing countries. 








For. this Section we wish to recruit a 





_ Within the multidisciplinary setting of the Section the 
- agronomist will mainly be involved in: 
E - acquisition, implementation and quality control of projects 


~ adaptive research for further development of the leading themes 
_ of the section 


- | publication of projects results | 
- contacts with relevant national and international organizations. 


Requirements: 
- PhD or MSc in. agricultural science 


- 10 years experience in projects and consultancies in developing 

countries 

-fluent in English and French. | 

- Sey pale to travel abroad on short term assignments, the first _ 
2-4 years the agronomist will be based in Amsterdam, mainly for 
projects coordination, short term assignments nd research 


























Conditions and Employment: | o ^ CU 
^ . Employment will be on-a permanent. basi aint ry v 
< be Dfl. 6.908,-, depending on age and e : 
allowance 8%. Retirement benefits as. 
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ad.nr. 21.15.12, to the Royal Tropical Institute, att. Dept. of 


Personnel & : Organization, Ms e ie Mauritskade 63, 
1092 AD Amsterdam, tel. 020 - 
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KONINKLIJK INSTITUUT 
VOOR DE TROPEN - 


Mauritskade 63 





1092 AD. Amsterdam 
Telefoon 020-5688 711 



























































THE AUSTRALIAN NATIONAL UNIVERSITY 
RESEARCH SCHOOL OF PACIFIC STUDIES 
AUSTRALIA-JAPAN RESEARCH CENTRE 


PROFESSORSHIP 


in the field of Japanese economy and the - 
| Australian-Japanese relationship 
_ The University seeks to appoint a senior scholar in economics, ora related 














UNIVERSITY OF ESSEX 
Department of Economics 


CHAIR, SENIOR LECTURESHIP/ | 
READERSHIP AND LECTURESHIP — 


Applications are invited for a Chair, a Senior Lectureship/ 
















‘appoint by invitation at any time. F 
Registrar, or fr Appointme 


















ersities, 36 Gordon Square, London WC1H OPF. 
AN EQUAL OPPORTUNITY EMPLOYER 


app ointee 


October 1989. 


Lecturer B—£15,015 to £19,310 per annum. 
Applications (10 copies—14 copie Ci 
referees (three referees for the senior posts), should r 





ter, Essex CO4 3SQ, from whom further pa 
obtained, by 13 December 1988. Please q 

764/E for the Chair, S/765/E for th 
Readership and reference L/775/E for the L 





Some people would rather walk up 14 flights of stairs than risk getting 
stuck in a lift with a statistician. But then they've probably never met a 
government statistician. | 

For a start, our work covers such a broad range of concerns that we're 
extremely hard to categorise. With over 20 government departments to choose 
from, our careers are determined very much by our personal strengths and 
interests. ; NS 

Secondly, our role means we're more often found interpreting the 
implications of our data than crunching numbers. We are the primary source of 
accurate, unbiased information for both the government and the wider public. 

Finally, we come from a wide variety of backgrounds. Your colleagues are 
likely to include people with degrees in Geography or the Social Sciences as 
well as in Maths, Statistics or Economics. The minimum entry requirement is 
a 2:2 in a subject which includes some formal statistical training. 

That means whether you're a final year student, new graduate or a mature 
professional there's a place for you in the Government Statistical Service. 

It's a responsible role, but one that our excellent training will fully equip you for. 

For those with at least five years' professional experience we have about 
ten senior posts. Starting salary is up to £23,485 depending on location and 
experience with further increments depending on performance up to £27,670 
(according to location). Benefits include a first-class non-contributory 
pension scheme and generous leave. Ref: G/619/88/2. | 

. We also have over 50 posts at a more junior level. Starting salary is up to 
£16,345 depending on location, age and work experience. Ref: G/561/89. 


If you'd like to find out more about how to be the life and soul of your next 
lift journey, please contact John Cammack, Statistician Group Management 
Unit on 01-270 5909 or apply direct to the Civil Service Commission, Alencon 
Link, Basingstoke, Hants RG21 1JB, or telephone Basingstoke (0256) 468551 
(24-hour answering service). Closing date for receipt of applications is. 
13 December 1988. Please quote the appropriate reference number. 





The Civil Service is an equal opportunity employer 


GOVERNMENT STATISTICAL SERVICE 


1 





5 for the Chair), including - 


Readership and a Lectureship. The three posts are in any field of 
theoretical or applied economics and for appointment from 1 


Salary scales: Chair—not less than £23,380; Senior Lecturer/ 
Reader-—£20,270 to £22,910; Lecturer A—£9,260 to £14,500; 


the Registrar, University of Essex, Wiver voe Per , Colche 


Bet THAT'S a government statistician... | 


" 








. DEPARTMENT OF ESTATE MANAGEMENT 





£16. 674-19, 854 


A vacancy has arisen in the Department of Estate Management for a 
key post in Economics. It will involve teaching on undergraduate and 
postgraduate courses. This is an excellent opportunity to join an 
enthusiastic and experienced team of staff dedicated to providing high 
quality education for surveyors and the property industry. 


You will have a degree in economics or closely related subject. You will 
| ee a or be lrg in developing an understanding of property 









To peer this coord informall 
ing, Head of Department, on 01-928 8969, 


Application forms and further detalis are available from the 
Personnel Department, South Bank Poly nic, Borough Road, 
ee) ha lc 701-928 351 (answering service 9am 
Please quote Ret: ABEM11 

Closing date: 9 December 1988 








THE DEPARTMENT OF ECONOMICS OF THE UNIVERSITY 
OF GRONINGEN (THE NETHERLANDS) INVITES 
APPLICATIONS FOR A 


Senior lectureship _ 
(universitair hoofddocent) 
in development economics 


vacancy number: 881103/3152 


This is a post in the section of Development Economics, within the 
subdepartment of General Economics. Under the chairmanship of 
Professor Dr A. Maddison, this section approaches the study of 
developing economies from a comparative, quantitative and historical 
perspective. In research and teaching the emphasis is on the 
comparative analysis of growth and levels of performance and on long- 
term developments in economic growth and structural change. 
Tasks 
Contributing to the teaching program of the section; active participa- 
tion in the research activities of the section; assistance in the 
supervision of PhD candidates and junior researchers; contribution to 
the administrative tasks of section and department. 
| Requirements 

Research experience; PhD; teaching experience in the field of 
development economics; administrative ability; an active interest in 
the comparative and quantitative approach to the study of growth and 
development. 
In accordance with Dutch ministerial guidelines, the salary will be 
between Df16,548 and DAS, 144 per month, 
Further information can be obtained from Prof Dr C. J. Jepma, PO 
Box 800, 9700 AV Groningen, telephone 010 31 50 63 37 14. 
- Applications, including curriculum vitae, list of publications and 

"references should be sent to the head of the department of personnel 
. management of the University of Groningen, PO Box 72, 9700 AB 
-" aaa The Netherlands. 
~The deadline for receipt of Tienaa is December 1, 1988. 





SOUTH 


ES [BANK 


POLY TECHNIC 


The financial package includes salary of z 








Finance Centre Unit 


The Turks and Caicos Islands are situated South East of the 
Bahamas. The future economic well-being of the islands 
now depends on the successful development of the off- 
shore financial services and the tourist industry. 

As Superintendent you will be required to perform a 
aedi and important role involving the formation of a 


. new regulatory unit within the Ministry of Finance. 


Consequently, you will monitor and review the practices 
and procedures operating within the Offshore Finance g 


. Centre and review existing legislation and make 


recommendations for improvements. 

Where necessary you will monitor and examine the affairs 
or business of any individual or firm carrying on offshore 
related business, ensure compliance by ail Finance Centre 
related operators with the relevant legislation or regulations 
and satisfy yourself, that businesses are not operating to the 
detriment of the depositors, policy holders, beneficiaries or 
shareholders. 

Further demands of this challenging role are the 
examination of all applications for licences under the 
Finance Centre related legislation, the monitoring of 
prevailing levels of fees and charges in order to compete 
with other jurisdictions, representing the interests of the 
Offshore Finance Centre and preparing a promotional 
campaign to promote the T.C.1. Offshore Industry 
worldwide. 





QUALIFICATIONS | 
Applicants should preferably be British Citizens and have 

wide ranging experience in the Offshore Finance Industry 

with a professional qualification in accountancy, banking, 


_ insurance or other related discipline. Age range 35-55 years. 


TERMS OF APPOINTMENT 

On contract to the British Government under Technical 
Co-operation terms and seconded to the Government of 
the Turks and Caicos Islands for a period of 2: Iur £30 Sob 











(UK taxable], air fares, annual leave, free 
accommodation and a non-taxable cost of i 
addition. iving 


For details and application forms please contact 
The Secretary, Public Service Commission, South Base, Grand 


. Turk, Tel. 2580, Fax 809-946-2886, or Recruitment 


Executive, Overseas Development Administration, AH369, 
Abercrombie House, Eaglesham Road, EAST KILBRIDE, 
Glasgow G75 BEA. Or tel 03552 41199, ext. 3274. 
Closing date 21st December 1988. 


35:39 OVERSEAS 
e17: DEVELOPMENT 


BRITAIN HELPING NATIONS TO HELP THEMSELVES 














Eastern Electricity is committed to a vigorous 
.| marketing strategy in the promotion of 
energy efficient electrical technology in 

[ many markets. We have a strong marketing 
team which demands a high level of support, 
| andthe Marketing Services Section is respon- 
sible for market research and intelligence, 
business planning and forecasting and a 
wide range of other activities to increase the 
effectiveness of our marketing policies. 


The forecasting of future sales and demand 
profiles is crucial to the success of our busi- 
ness and we have two excellent oppor- 
tunities for graduates to join a small team 
engaged in the analysis of energy use and 





sales forecasting. You will be expected to 
make an important contribution to the 


development of energy modelling techniques 
across all market sectors and to play an 
important role in economic and fuel price fore- 


casting. A sound erasp of statistical techni- 


ques is essential together with the ability to 
. write clear and concise reports. 








FOR SALE 





We are looking for two graduates in 


economics, statistics or a related discipline 


who are familiar with quantitative techniques. 


Computing skills would be an added advan- 
tage. 


Applicants with a minimum of two years 


relevant experience would be considered for 


the Senior Assistant Economist post with a 
salary range up to £15,000 per annum. Appli- 
cations from recently qualified eraduates will 
be considered for the Assistant Economist | 
post with a sa id range up to £12,000 per 
annum. 


If you think you have the skills and motiva- 
tion to meet the challenge of this work in 
this al lad dedi in the ent of 
Eastern Electricity, please apply to Mrs. E. 
Cutting, Head of Marketing Services, Eastern 
Electricity, P.O. Box 40, Wherstead, Ipswich, 
IP9 2AQ by Wednesday 30 November 1988. 


An Equal Opportunities Employer. - 











-60 apartment hotel in Barbados, West Indies. On beach. 
Prime location. Room for expansion. Broker participa- 
tion invited. 





Contact 
A. W. Astaphan, 
PO Box 75, 
Roseau, 
Commonwealth of Dominica 
WI 


Fax: 809-44-83124. 
Telex: 8622 ASTA DO 
Telephone: 809-44-83221 










STUDY FOR AN 

































Associate, Bachelor, Master degrees 
(ABA, BBA, MBA, BA, MA, MIM, LLB, BPA) 


Business Administration Hotel Management 
Computer Systems Management 
International Relations & Diplomacy 
..  kaw/Public Administration 
Asunt Art, Languages, Pre-Engineering, - 
re-Medicine, University Preparatory Courses 


* Centres in London, Paris, Strasbourg, Madrid, 
Heidelberg & Engelberg (Switzerland) 
* inter-campus and USA transfer 
* Language of instruction ~ English 
x English for non-English speakers 
* Accredited member AICS, Washington DC, USA 


SCHILLER INTERNATIONAL UNIVERSITY 
(Dept D3), 51 Waterloo Road, London SE1 8TX 

Tel: (01) 928 8484 Telex:8812438 SCOL Fax: (01) 6201226 

(Accredited member AICS, Washington DC, USA) 





^. Located in Brussels : the heart of Europe ! ! 
. Comparable with American Liberal Arts Universities : 
|] interactive teaching 

personal work 
broad education 





VESALIUS COLLEGE | 
English-speaking university program of the Vrije Universiteit Brussel in 
assoctation with Boston University. 
* On its main campus. 
* BA, BS and Bachelor of Engineering degrees. 
.. * Majors in Humanities. Business Economics. Social Sciences, Natural and Life Sciences. 
Bg Engineering. Computer Sc Science. . Preprofessional Programs. 
qoo * Facilities include 300 000-volume } library, labs, computers ets multi- tidanguage bonc: 
‘Sports center, student counseling. | 
— .* Early Semester System (FalUSpring). 


Mail inquiry to > Vesalius College - YUB 
Pleiniaan 2. 1056 ben Belgium | 
Phone : SUMMER or 601.2122 | 
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. Business School will again be running this most popular 


THROUGHPU T ACCOUN! TIN G 
Performance Measures For JIT Manufacturing 


If we are to exploit the opportunities of short 
lead time manufacturing, we need a new 






economic model for our factories. One which 


rewards the achievement of Throughput, 

rather than the production of output; one which 
recognises that WIP is a barrier to profit; and 
one which gives us better ways to control 
labour costs. 


Throughput accounting provides a new 

method of product costing and new measures 
of performance—for directing investment, 
maximising the rate at which money is made, 
reducing lead times. ,e 


After a year of implementation experience, 
originators of TÀ, David Waldron and David 
Galloway, are announcing a new course for 
1989. 

_ For details contact: 


'ALDRON  GALLOWAY 


| 13 THE MOUNT, CAVERSHAM, READING RG4 TRU 


TEL: 0734 476796 





A Three-day Seminar on Valuation _ 
and Hedging, 12-14 December 1988 





The Institute of Finance and Accounting at London 


and successful seminar on options. It is designed for those 
professionally involved in trading options, issuing options 
related instruments and using options for hedging. 

Faculty teaching on this Seminar will be Professors 
Stephen Schaefer and Richard Brealey, Dr Evi Kaplanis, 
and Anthony Neuburger. 

Fee: £1,300 (inclusive of materials, meals and 
accommodation). 

Enquiries and applications should be made to the 
Seminar Registrar, Freda Muir, Institute of Finance and _ 
Accounting, London Business School, Sussex Place, 
Regent's Park, London NWT 4SA, UK. - E 

Telephone 01-262 5050. Fax 01-724 7875, 















Ainikaans Korean 
Amharc Norwegian | 
Aratec Persian 
Bulgaran Pohsh 
Cheese — Portugoese 
Cambodian Russian 
Rash Aerto 
Crostiani 
Spatush 
Swath 
Swedish 
Greek. Tagalog 
Haitian Thai l 
Create Tswana 


TEACH 
YOURSELF 
ONE OF 


| 40 Finink 
LANGUAGES eae 
IN ONLY 









Hebrew Teei 
Hind: Urtfu 





_ LEARN TO SPEAK FRENCH BY 
- TOTAL NATURAL IMMERSION 
with French participants for 7 


indonesian Vidairsh | 
Hahan - Yoruba 





- iua sive days in the DORDOGNE apanese Zuu 
. Cháteau LA VALOUZE : RING US p 
J.L. Lefevre CIEL.BP.180 onm roe YOUR i 
| FREE S 
TT ROCHE CHALAIS, France suena: MOOO 
Tel: 5391 4a $1 Kensington Church 57. MONEO rd 1647 i 


London WE ALL 
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(S UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for peopte who want to be more effective and 
secure in their Jobs or Professions. ; 


Earn a BACHELOR'S MASTER'S or DOCTORATE Degree by 











Sed cba veut srt We asst cider ipae MR NO 
ons} evaluation. 


PACIFIC WESTERN UNIVERSITY 


606 N Sepulveda Bivd, Los California 137--U5A 
Phone: 213/471-0306 Telex: 182315 Fax: 212:/471-6466 


de à sue seen spam M uh MINE. capis AME aa THAM MD! HAMA "tI 
pon " "T so 


COLLEGE OF HIGHER El 






SCHOOL OF FOOD AND FISHERIES 


UNIQUE PROGRAMME OF | 


GRADUATE STUDIES 


"Study commencing September each year - - leading to 
the award of: 


@ MSc Port Management € Diploma in Fisheries/ 
"Management/Gear Technology/Master Fisherman € MSc 
- Fisheries Policy and Planning € Diploma of the Institute 

of Food Science and Technology € Post Graduate 

Diploma in Post-Harvest Food Technology @ Mic 

Shipping Management @ MSc Fish Marketing @ MSc 
Fishery Harbour Management 


For details about entry and possible funding contact, 
2 enclosing CV: 


^. -Head of School of Food & Fisheries Studies 
Humberside College of Higher Education 
Nuns Corner 
Grimsby DN34 8BQ 
England 
. Tel (0472) 74140 
Telex: 592717 HUMCOL G 


~ HUMBERSIDE’S POLYTECHNIC 
FOR THE FUTURE! 










Hungarian Vietnamese 



















Amsterdam University a 




















Post-graduate Programmes 
International Relations Executive 




















These nine- manih programmes (August 1989 - AC " 
May 1990) include intensive courses in international law n" 
J andeconomics, including law and economics related to the 
. European Communities, and also French and de 





Thev are designed to prepare post-graduates in law, 
economics and political sciences for positionsin — - 
corporations and national and international Co. USE 
administrations. Some programmes are specifically oriented A 
towards 1992. ) 
Lecturers of Amsterdam University, prominent officials 
and leading EC experts form the teaching staff.: 

Medium of instruction: English. 

Admission fee Dfl. 10.000,- (approx. S 5.500), 
lodging not included. 








D 














- For further information: ASEDIR, 
Oudezijds Achterburgwal 237, 1012 DL Amsterdam, 
The Netherlands. 


Graduate and undergraduate 
courses 


€ courses in small groups e each student followed individually 
e business-experienced academic team e faster progress with 
summer semesters 


Career oriented. MBA (Master of Business Administration) and. 
BBA (Bachelor). MIS (Master of Information Systems) and BIS 
(Bachelor). Courses in hotel management, communications, 
public relations and European languages. 





For information ae appi Eain 

contact the Registrar 
BELGIUM SWITZERLAND 
ANTWERP MONTREUX 
Amaerikaici 131 Grand Rus 42 
B-2000 Antwerp CH-1820 Montreux 
Tet: (--3213/238 10 82 Tet; [41 321/963 1 1.87 FRANCE 
Courses in Dutch or English GENEVA PARIS SUAM: 

Tak L841)122/83 04 73 Rue des Chantiers 35 

BRUSSELS SION =.. 0o 78000 Versailles Nn 
Courses in French or English Courses in dicis English. 


Courses in Franch uos : 


The European University is a member of the American iei of E 
ae Schools of Business js 















CONSULT PROJECT 
SEARCH 


CPS is an established information servici 
which aims to increase the utilisation ant 
earnings of individual consultants in Thirt 
World lopment, and to aid employing 
organisations worldwide to locate availabl 
personnel with specific skills and experi 
' ence. phos au gc inni we 
ister additional consultants. We als 
a e iret continuous 
piia urchase of our n 
Consultant Data 


| sae e (24 hours). Fax (44)-1. 
411496. — — 


Socio-Economics and 
Institutional Development 
— Consultant 


^ ws Atkins i isone of Europe's largest consultancies, providing services in 

| engineering, planning, management and architecture. WS Atkins Planning 
Consultants is the operating company which specialises in the fields of urban, 
rural and regional development including socio-economics, environmental 

assessment and natural resource management, transport planning, and _ 
infrastructure development, renewal and management. | 


We currently require a Senior Consultant in socio-economics and 
institutional development with a background in Sociology or Social 
Anthropology. You should have at least 6 years' relevant experience, 
preferably in a consultancy environment, including extensive work in 
overseas development. You will work on a broad range of projects overseas 
and in the UK, often as a member of a multi-disciplinary team, and having 
 theability to speak one or more foreign languages would be an advantage. 


Salary and prospects are highly competitive. 

Please write, giving your qualifications and experience to: Chris 
Hudson, Personnel Manager, WS Atkins Planning Consultants, 
Woodcote Grove, Ashley Road, Epsom, Surrey KT18 5BW. 



























AFS 
PRESIDEN 


World's leading interna: 
tional educational ex 
| change — organisatior 
| seeks accomplished in 
terculturalist chief exec 
utive to direct its globa 





University of Reading 


Department of Land Management operations. English spo: 
and Development ken. New York Cit 


Applications are invited for TWO LEC- 
TURESHIPS. The appointments will be 
generally within the field of financial 
appraisal, investment, development 


and management of land and property. 
There will be opportunities for research 


and consultancy. Applications may 
have qualifications and/or experience 
in valuation, development or business 
studies. Salary scale £9,260-£14,500 
per annum (Grade A) or £15,105- 
£19,310 per annum (Grade B) plus 
USS benefits. Removal expenses and 
assisted house purchase scheme 
available. Part time appointments 
considered. 

Further particulars and application 
forms (two copies) are available. from 
the Personnel Officer, University of 
Reading, Whiteknights, PO Box 217, 


headquarters. — Prover 
leadership skills in coms 
plex multilocational set 
ting preferred. Superb 
| strategist, motivator, or 
ganiser required. 


Applications requestes 
| by 30 November, 192 
Write in confidence 
Managing Director, Rus 
sell Reynolds Associate* 
| Inc, 3 Landmark Square: 
Stamford, CT 06908 


E ERNATIONAL 
FAIR ART FAIR 
Barbican Exhibition Halls E.C.2 
November 22-27 
























Open Weekdays _Ttam-9pm Admission £5.00 | Reading RG6 2AH, telephone (0734) 
Saturday Tr i i to both fairs 318751. Please quote Ref AC 8826. 










Closing date 5 December 1988. 


‘Prime property in Switzerland” 
sunbelt Lake Lugano 


Waterfront property in the romantic old v | 
miles from Lugano. Nine luxury flats nd three townhouses with. 
panoramic view of lake and mountains. 2-5 rooms, fully fitted ki 
chens, modern bathrooms, large sunny terraces. Indoor parkings 
heated swimming pool amid subtropical vegetation. Private 
moorings. Price range from SFr 480,000 to SFr 940,000. Attrac-: 
tive Swiss mortgages. Approved for sale to foreigners. - 


—— epe 









X- IE, EN A 
r irti 






; Hy: of London Antiques Fairs Ltd. - 
i t Haywards Heath West Sussex. Felephone 04447 2514 











: FREE HOLIDAYS. Fine houses 
or exchange in 25 countries. World- 
vide Home Exchange, 45 Hans Place, 
ondon OW IX 0J2. 01-589 6055. 








JACCHUS WINE STORAGE will save 
‘our wine investment. Free brochures. 
sali our wine consultant. 1-800-468- 
062 or Houston n 3/682-5708. 





PRESTIGIOUS LONDON ADDRESS: 







Pers company use. Special ser- 
i ican Business Services, 


44-1-706 0342. Fax: 01-706 





SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
ine fabrics. Details and free. sample 
materials from Seymours Shirts, Free- 
vost, Deme 29; v Bradtord: BD 100: 








apartments in small block close 
0 Forinum & Masons, The Ritz and 
?iccadilly. Double and twin rooms from 
£70 per night. Tel: 01-930 2241. 





SPENING UP TO RUSSIA? Bilingual 
&ussian-English (40), experienced in 
sade/neg/writing, right contacts, edu- 
ation, seeks position to help your 
.Fax Sweden. (468) 336819 

s “RUSSIAN” (re-locatable). 








“London 
-South Kensington 


ed fully furnished 2 bed, 2 bath flats in | 


quiet cul-de-sac off Queens Gate. Newiy 
"converted and modernised with direct: dial 
telephones, electric pite ve Moy a and 


uw Bull details: Pauline: 
. Tek; 11-902 8151. Telex 893095 
_ Sunsac Fax 01-900 7353, 
‘Shon or jg lets. 


warding real estate or opening of 
signee branch anios, etc. 





v eue ncy fee agree- 
ntact: Edward P. Gab 
ND ATE PO Box 
jon, DC 20088 
951-9616. Fax 


















na aniy o owned hotel in Knights- 
idge which has been totally remodelled 
: nd refurnished to a high standard. 

es £85 Doubles £70 Singles £55 inc! 
dn & SC. 
Avcomfortable, spotiessly kept little hotel 
the heart of Knightsbridge "—Egon 
7 Ry. 


4 or wrie to 150 Knights 01-584 
or write to meros. 
SWI1X 7PD, fax 01 1635. 













INESS & PERSONAL _ 


a s excite NET TRU. UK. Telephone 091-232 8511. 






OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 


TEMPORARY OR 
PERMANENT WORK 
REQUIRED 


By qualified Chartered Accountant 


with three years work experience in 
FX, Futures, Options, Bullion and En- 
ergy. Hourly rate negotiable. 

Piease contact 01-370 4476 
Curriculum vitae avaliable on request 


CYPRUS 


Have your home in ge SUN. 
‘Beach-houses for sale the 
southern coast of Cyprus. “Prices |] 
n ind with Bus Dude. den: 

uses, private start 
as low as £27,000. 































| For details contact SPIROS & 
ger sen 
x 
Te 3574121822, 
x 4376 HAJIYAN CY, fax 
| 3574136246. | 





| OF UPON M 
| MSc International 
| Agricultural Marketing 


The degree covers 12 months of full time study of 
| market policies and marketing management in interna- 
| tional agricultural and food markets, Students prepare 
a short dissertation and follow four taught courses. 





Quattor, De Department of sacar Economics and 
of Newcastle upon Tyne, 


COMPANIES 


FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 


FOR AN EXPLANATORY . 
DISCUSSION AND BROCHURE CALL 
COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD, 
BARCLAY'S BANK CHAMBERS, 
PARLIAMENT STREET. RAMSEY, 
ISLE OF MAN 


TEL: 1 900 2834644 OLL FREE IF 
PHONING FROM USA). 


Men 269900 res FREE) 
0624 815544, 
FAX 0624 315543 








HOW TO OPEN A SWISS BANK 
COUNT. A report on: secrecy, recom- 
mended banks, numbered accounts 
more. WMA, Suite 582, 45 Lyndhurst 
Terrace, Hong Kong. Telex 75377. Fax 
852-5-8541695. 


PORTABLE COMPUTERISED BUSI- 
NESS INFORMATION for the travelling 
executive covering 30 countries. For 
detalis and a free demonstration disk 
call Hasiam-Moise Ltd on London (01) 
403 0282. 














Improving Business Performance 
~ Today's Challenge 
Aone day conference for senior EREE 


at the Gloucester Hotel, Harrington Gardens, 
London on Monday 12 December 1988 








Speakers include: 












Graham Day John White John Thompson 
The Rover BBA Group PLC Grattan PLC 

Group plc Norman Scoular Michael Mainelli 
Sir Patrick Lowry FKI Babcock pic BDO Binder Hamlyn 
institute Richard Quinton 

of Personnel Gateway Ltd 

Management 









BD O Conference fee: £245 
Į BINDER 
HAMLYN 


For further details and registration, 
please contact. Course bookings 
department, Institute of Chartered 
Accountants in England & Wales 

Tel: 0908 668833 























THE MIDDLE EAST 
_ AND OIL AFTER THE WAR 


The Oil Daily and Oxford Analytica announce a series of 
bor one-day conferences to examine the possibilities in 
ept 


Each conference will be conducted by Oxford Analytica's 
expert team of Middle East scholars and will deal sepa- 
rately with the political, economic and strategic conse- 
digi! of the peace for the oil and financial markets. _ 

Ier Ww H provide a searching examination of the impact 
of the peace upon the internal politics of the belligerent 
states, the external ba balances between the Gulf 
States, the wider political and strategic balances of the — 
Middle East and finally, the potential economic conse- 
quences for the United States, the EEC and Japan. 


Tuesday, November 29, Biltmore Hotel, Los Angeles, CA 
Thursday, December 1, Four Seasons Hotel, Houston, TX 
Monday, December 5, The Carlyle Hotel, NY : 
To register or for further information please call The oil 


Daily Conference Office toll-free at 1-800-368-5803 or 
within the Washington DC area 202-662-0700. 


Oxford Analytica 


Specialized consulting firm drawing project teams from 
over 400 senior faculty members at Oxford and other 
leading universities around the world. 


The Oil Daily 
The United States' most responsible daily newspaper 
covering the oil and energy markets. 































37 reno Street YOUR OFFICE AWAY FROM HOME 
age : 
London WB 7NR @ Offic/Management, Trustes and Fiduciary 






| @ Company/Trust Formations 
@ international UC Docs/Invoices 
| @ How to do business invor from Switzerland. 





Tel: 01-937 6353/01-937 1577 
Fax: 01-938 3585 
Tix: 914972 OBSERV G 


Single: £39 + VAT 
Double: £55 -- VAT 
inclusive of English breakfast 


in London's prime residential and 
shopping area very close to excel- 

lent transport facilities. All rooms | 
with bath/shower, TV, telephone, 
. hairdriers, tea/coffee makers. 







Telex: 813 062 BSIC 





Fax: (1) 2111922 







LONDON 
ENGLAND 







i Luxury self-catering apartments in the 
heart of Mayfair. € can offer you the 
comfort and privacy of a recently convert- 
ed period Georgian town house. 

i Please contact British Breaks Ltd 


Ltd, FO 

| Box 1176, Middieburg, Virginia 22117, 

USA. Telephone (703 887-6971. Telex 
882080. 











international Business 
| Services 
{Swiss Bank controlled) 


(4 @ Asset Management 
i 9 Company/Trust/Foundation 






















UK IMMIGRATION 
























Formation and Management in 
le ridi ori aiino a Specialist Immigration firm, with 
| ^ Consulting Services for qualified professional staff, pro- 
commercial and financial vides complete service for clients 
operations requiring UK resident visas. Further 
_ @ Accounting/Auditing/Tax- details from: 
Planning 
| @ Back-to-back operations 
IBS, Bahnhofstrasse 100 
CH-8023 Zurich/ 







Phone 41-1-211 04 83 


Tel: D eine 
Fax 211 75 31/Tx 813 884 1 


Telex: 8954102 













. MINIT / EUROPEAN MANAGEMENT JOURNAL 


MANAGEMENT ESSAY COMPETITION 
1989 






The second annual management essay competition, 
organised by the Minit Corporation (winner of the 
European Service Industries Forum 1988 Oscar) and the 
European Management Journal, is now open for entries : 














. MANAGING RETAIL SERVICE BUSINESSES 
FOR THE 1990s 







Entríes, in English, should be between 2,500 - 3,500 
words and be submitted before 30 June 1989. 


5,000 ECU 
3,000 ECU 
1,000 ECU 















First Prize : 
Second Prize : 
Third Prize : 





Open to all students in Europe, and all European 
national students anywhere. 









Full details and entry forms : 


Minit / EMJ Prize Co-ordinator, 
European Management Journal, 
-12 Merton Street, Oxford OX1 4JH, England. 
Tel: 44 (086) 572 45 45. 










AUTHORS WANTED 


Leading subsidy book publisher? seeks 


manuscripts of all types, fiction, non: 
fiction, poetry, juveniie, scholarly and 
religious works, etc. New authors wel- 
comed. Send for free booklet. 


S92, Vantage Press, 516 W, 34th 
Street, New York, NY 10001 USA 


DIPLOMAT HOTEL 
2 CHESHAM STREET 
BELGRAVIA 

LONDON SW1X 8DT 







Fax: 01-235 1544. 


In Exclusive ravia, within walk- 
ing distance of ods. eder 
unsurpassed opportunity for su 

accommodation and full English 


breakfast at exceptional value. 
Single: £49.95 + VAT 

Double/Twin: £64.95 -- VAT 

Extra single: £19.95 + VAT | 






































— SOLUTIONS — 
Forunusual and difficult com- 
puting problems. We investi- 
gate, design and do it. 
MCSL Consultants 
(UK) 0727 60295 


SAUDI ARABIA 


Af you worked "in-Kingdom" between 
1973 and 1987, you may be entitled to 
- a refund of your GOSI contribution. In 
many instances, your employer will 
have made the contribution on your 
behalf. Our liaison offices in the UK 
and KSA can obtain your refund. We 
require details of your GOSI number 
and dates of employment. 
Please write in the first instance to 


H&S Associates 

9-9a Regent Street 
Clifton 

Bristol BS8 4HW 

Tel: 0272 238368 - 

_. Fax: 0272 733666 
















Special Resort N No. 1154 


to employing MBAs. 


The E oo Publications Ltd 
EBTLB 


(0: 499 2278 


MBA: The Best Business Tool? 


Are MBAs valuable or overpaid, academic, job hof 
managers determine the bottom-line value of e 
assesses what MBAs can (and cannot) offer companies. it takes a hard. 
look at 46 European business schools, provides guidelines for choosing 

the right MBA programme, and gives eaenanves: | i 


eb eo ier d £49 UK & Europe; USS98 N America: - 


Duke Beet. London W1A 10W MA New York 
NY 10020 (212 5730 













rs? Designed to help ; 
ying them, this report - 
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Economisti 
PUBLICATIONS 



















St Antony's Coll 


in a wide range of international and 
Westem Europe, Russia/USSR and 


OX2 6JF. 


ST ANTONY'S COLLEGE, OXFORD 
_weicomes applications from men and women 
who wish to work for higher degrees or post-graduate diplomas in the Univ 
of Oxford. This graduate college offers 
ional studies with a 
stern rb s iius! 
Japan, South and South East Asia, Latin America, A 
Students at the College normally have degrees in Vere "politics economics, 
international relations, economic history, social an i 

guages and literature, or related subjects, but graduates of o 
welcome. An excellent first degree is required. 


Graduates and last-year undergraduates 
application forms shouid send a brief descri 
intereste to The Secretary for Admissions, St 





raduates 
nities for instruction and resear 


acral 





disciplines are 
wishing further lars and : 
cars 5 College, Oxford I 























achievement in public life. 


pragmatic an doa Panplies at 
St Leonards School, St Andrews, Fife 


When the best is a woman — the woman gets the job. That 
is today's pragmatism and we, at St Leonards, appreciate it 
fully. We offer, therefore, quite simply the best: a 1-7 staff/ 
pupil ratio, 30 acres of immaculate grounds situated by 
the bracing sea, ancient premises, all luxuriously appoint- 
ed — all the traditional options and extras plus an 
expanding Computers Department and a dynamic Ca- 
reers Department with a business dimension, plus the 
added bonus of our long tradition of endeavour and 


Tele hone 0334 721 26 fo find dout more 
















UT, DEMAND AND JOBS In the 12 months to October, America's industrial production 
limbed 5.1%, its slowest rate of growth this year. Despite higher interest rates, Britain's shops are 
still doing brisk trade: in the 12 months to October retail sales rose 6.0%. Italy's unemployment rate 
reached 16.596 in October, up from 14.396 a year ago. Unemployment rates fell in four countries in 
October: Australia's to 6.9%, Belgium's to 11.1%, Holland's to 13.9% and Sweden's to 1.7%. 


‘change taal ate 










industrial production GNPJGDP retail sales [volume] unemployment % rate 
| 3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latesi — year ago 
Australia +107 + B0 wm +91 22 w -59 —* 09 co 69: 82 
4 10 +26 » na na  -24 434 me 1i! on 124 
X31 +51 m +09 +49 +25 +32 mm 79 o B4 
4133 +54 A +24 +350 42 +39 sy 102 sp 105 | 
X61 +96 s  - 07 +34 @ +25 +80 sy 66 o 90 — 
+192  - 09 ^w __4 wi EE: 00 139 o 140 — 






E index deflated by CPI. 


; PRICES AND WAGES American wholesale prices rose 2.996 in the 12 months to October; in the 
same period, American wages increased 3.8%. Japanese wages rose 1.7% in the year to 
s September; its consumer prices rose 0.6%, implying a 1.196 real pay rise. Holland's wholesale 
-. prices climbed 2.2% in the 12 months to September, up from 0.9% in the year to June; in the 12 
.. months to October its consumer-price inflation rate remained steady at 0.7%. 











consumer prices" wholesale prices* wages/earningst 
! 3 mthst 1 year 3 mthst 1 year 3 mthst o 1year — 
Australia 478 * 73 Ag (*39 +75 w +31 + 63 My" 
< Belgium + 26 +143 or ç +20 + 0.2 s = +60 č - 02 x 
|. Canada + 46 + 4d Sep +31 +35 sp +15 + 50 mt 
. France + 36 + 390 se + 32 435m +33 +33 s 
= W.Germany .— +04 + 1.3 0 BO +47 se 0 0| + 16 * 3455  — 
Holland — +24 +07 wm + 52 F22 sep +10 +08 Sep 
tay + 53 + 46 oa + AB +. §.0 mg + 99 62 ut 0 
- Japan -— +07 +06 s + 20 — 15 o = 21 AT se 
Spain +103 +57 se + 37 + 3.8 se +74 + 7.0 s. 
Sweden + 47 + O55 sep + 78 + 6.9 sep +94 + 7.7 Aug’ 
Switzerland + 13 + 17 oe + 27 + 32 se e dv... chi m" 
+ 56 + 59 sep +46 +47 0 +93 +93 Aug 
+ 54 + 42 Sep +57 +29 o + 35 + 38 oa 
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urly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
= earnings, UK, monthly earnings for alt employees. 


2 -ICELAND Between 1983 and 1987, ice- 
< land's real cop expanded by a fifth; its 
< workers’ real disposable incomes grew fast- 
-. er than in any other OECD country. The boom 
. years are now bust. A tight labour market 
< (Iceland’s unemployment rate is forecast to 
> be 0.6% this year) has helped workers to 
win big pay rises, and to push Iceland's 
inflation rate up to 28% this year. Its terms 
of trade have been hit, too: fish prices are 
slumping and Iceland's cod catch is down. 
he government has devalued the krona 
twice this year (by 6% in February and 10% 
- in May) and tightened fiscal and monetary 
. policy. Nonetheless, iceland's trade deficit is 
. forecast to rise to $115m this year while GOP 
growth grinds to a halt: the OECD expects 
Iceland's economy to grow 0.2% in 1988, 
down from 7% in 1987. 


Footnotes applicable to ail tables. All figures seasonally adjusted except * not seas. adi. t Average ot latest 


















rease on previous year 
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| E of labour. iore 











E COMMODITY PRICE INDEX 
Our index fell back this 

. week for the first time in 
almost two months as commodity prices 
weakened across the board. Soyabean and 
grain prices fell sharply in Chicago as lack of 
export demand prompted selling. At $7.40 a 
bushel, soyabeans are 30% down from their 
summer high and are at a seven-month low. 
Other oilseeds were also lower this week. - 
Copper traded at a four-week low of £1,702 
a tonne as speculators sold the metal, 
despite buoyant demand and the continuing 
Peruvian miners strike; aluminium and zinc 
also lost ground. By contrast, nickel jumped 
to a three-month high as stocks on the 
London Metal Exchange fell to a near-record 
low of 1,308 tonnes. 

































1985— 100 % change on 
Nov8 Nov 15t one one 
a ee re month year 
Dollar index 
Allitems 1510 1470 +06 +20.2 
Food 169 — 1144  — 13 +157 
Industrials 
Al — 1 1849 1794 +19 +233 
_Nfa Ht 1348 — 1340  — 38 12 
_ Metals — 2204 4. 2116  -* 48 0388 
Sterling index 
All items 109.3 1043 = 24 +174 
Food si à 846 811  — 43. +130 
industrials 
Al 133.9 127.3 — — 41  *204 
Nfa H 97.6 88.1 ~ 67 ~ 38 
, Metals 159.6 — 1501 +15 +355 
SDR index 
All items 114.3 109.8 - 16 4190 
Food 885 — 855  — 36 +145 
industrials 
All 139.9 1342 - 04 +220 
, Maii 1020 1002 - 60 — 23 
__Metals | 1688 1582 +23 +373 
Gold 
Speroz — 41850 42025 +29 -89 
Crude oil North Sea Brent 
$ per barrel 12.60 1303 + 12 -27.8 


M ete e NA ar reet t i i IAN rrr LIA HS Cnr tette tonio nett 


+ Provisional tf Non-lood agriculturals 


3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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m CURRENCIES Since the move n Toaig WORLD BOURSES s discounted Mr George Bush's aor. victory, stockmarkets again 
exchange rates, the best measure of a | started to fret about America's trade deficit and the dollar's weakness. Wall Street fell 2.496 on the 


currency's value is usually its country's | week. Tokyo bucked the gloom, rising 2.996 as slumping oil prices eased fears of inflation. 




































trade-weighted (or "effective") exchange | Stock price indices % Change on 
rate, which weights currencies according to Nov 15 1988 one one record 31/12/87 
their relative importance in each country's high low week year high in local in $ 


trade. For example, the Swiss franc fell 19% | —— — — ——— — E NEG ae SERE UE NEC" e ee 











l | ub Australia 1523.1 1657.8 1170.7 - 25 +174  -839 4162 4373 
against the dollar during the first nine Beigum 53079 53830 36084 — 11 4 358  -— 20 4488 ^ 38124 
months of 1988, but its trade-weighted value | canada ^ 32450 34654 ^ 29779 ^  — 10 ^ i M45 ^ —211 ^ 427 ^ 181 ^ 
fell less than 10% because much of Switzer- | France 3902 3972 2513 -— 08 «4 306  -152 41390 1246 ` 
land’s trade is with European countries. | W.Germany ^ 15805 16416 12009 —— — 16 +158 -306 +296 +97 
Between 1984 and the end of 1986 the | Holland JL PME NEUE. Se NER ELLA NNUS LL SR 
Australian dollar fell 40% in trade-weighted | Hongkong — 25666 ^ 27725 ^ 22230 ^ — 07 ^ +121  —350  --115 +108 
terms. Since then it has recovered a fifth of | "ay — 5719 — à—5934 — 1 49 à  -— 30 &— 4 108 — —370 — i72 ^— * 52 — 
its value, but is still worth 27% less than ij | S306... «99095 288294 2171/9 . t29 . +20 mi T7927 aS 
1982. Canada's dollar has risen this year, | Sh ce eee PR a - 28 — t3; 397 TE2 — 2l 
Vind 2. * | SouthAtrica — 18500 1869.0 1367.0 * 01 +264  —184 +282 + 681 
mainly because of movements in the United Span ^ 2850 3016 2255 — 27 4276 124 ^ 3255 71178 
States dollar: America is Canada's principal Sweden 31508 32673 21485 -— 29 4 376  - 36 1452 4383 
trading partner by far. Switzerland ^ 5671 5823. 465.6 = 24 +1392 -223 4195 +42 


erm ee ered rm C c e en e era a ranm a aa aa anaa paapa AAi nnana an i e aana a a h anan, 





_ Trade-weighted exchange rates . NN USA 20772 21835 18/81 . — 24 4 81  -2837  * 71 374 
: a c 120 CURE AE RS Edi Pi ] {Converted at financial rate . 
eer er 000000 0MBMMMMMMMMMMMMMMmmm 
MONEY AND INTEREST RATES American interest rates eased after the election. Spanish banks 
raised their prime-lending rates 1} points to 14196. In the year to October, Spain's broad-money 


supply grew 11.1%; growth in its narrow-money supply was a brisk 23.3% during the same period. 





Money supply interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad} Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] . lending 3 months long-term 3 months 

Australia +145 — 142 sẹ — 1425 — 1479 1600 1440 1218 1318 1469 1453 
Belgium +33 +600 725 715 950 685 777 805 7.19 795 
Canada — + 23 +89 o 1000 1078 1175 1069 1015 1086 1069 1033 
France +42 — 4 78 w 850 808 925 831 857 921 825 88i 
W. Germany + 92 + 69 sp 445 485 600 44 620 600 488 — 527 
Holland +66 +99 mg 475 533 725 533 605 635 531 — 601 
Italy * 74 +79 x 1100 1200 — 1300 na 10.56 1079 1150 1035 
Japan +62 +109 m 363 419 338 176 456 4.43 438 46) 
Spain 7233 +111 oa 1157 1281 1425 750 1231 1333 1219 na 
Sweden na +54 ma 1050 1110 1200 1070 1117 1188 1069 11.29 
Switzerland +124 + 9.9 a 438 425 525 3.25 408 461 4.19 — 463. 
UK — +17.4 +226 sp 1163 1213 1300 1213 954 1070 1216 1088 
USA — +47 463 sp 863 852 1000 875 8.99 9.60 894 — 879 






Other key rates in London 3-mth Treasury Bills 11,596, 7-day interbank 11.7, clearing banks’ 7-day notice 3.8%. Eurodc lla 
rates (Libor): 3 mths 8.9%, 6 mths 8.9%. 
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1M2 except Australia, Canada, France, Spain, Switzerland, USA, UK, W, Germany M3, Japan M2 plus CDs. Definitions of treat rales quoted saa eom 
Sources: Bank of Bilbao, Chase Manhattan, Banque de Commerce (Belgium), Nederlandse Credietbank, Credit pps Svenska Fandeibankai. NE. Ba 

Credit Suisse First Boston, Wharton Econometrics. These rates are indicative only and cannot be construed as offers by these banks. ipo yc 

AN dis 


; TRADE, EXCHANGE RATES AND RESERVES America’s visible-trade deficit fell to just under $9.0 billion in September, down from $10.6 billion in 
. August; its 12-month deficit shrank to $127.4 billion. West Germany's monthly trade surplus fell to $5.45 billion in September; its 12-month surplus _ 
edged down to $72.0 billion. Spain's 12-month trade deficit fell to $18.7 billion in October. The election of Mr George Bush to America's presidency 
failed to revive the dollar: indeed, in trade-weighted terms it fell 1.7% on the week. The table shows new foreign-reserves figures for September. 
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account exchange rate 
latest latest 12 balance $bn 
| latest 12 mths 
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urely as the flowers. And now that Abbey National 
stablished in the Island, you can have all the benefits 
uilding society account with high, tax-free interest, 
ch more besides. 

We've joined forces with The First National Bank 
Chicago to introduce a fast and highly efficient 


ersey's genial financial climate, your funds will flourish 






national money transfer system which allows you to 


ssfer money from your bank account to your Offshore 
stment account, wherever you happen to be. 
. Our Offshore investment accounts are so flexible, | 
“Il find exactly the right one for your needs. Offshore 
. Offers instant access and five rates of interest, | 
ending on how much you wish to invest. You can start | Please send me full details of the Abbey Natiot 
| 
| 




















To: Peter Donne Davis, Managing Director, Abbey 
Overseas) Ltd, PO Box 545, Abbey National House 
Ingouville Place, St Helier, Jersey, Channel Islanc 













a just £500. Offshore 90 offers even better rates (at 90 Offshore Plus & Offshore 90 Accounts, including curr 
? notice), and you need /,1,000 to get started. In all interest rates. 
, no tax is deducted; your interest is paid in full. 


ABBEY 
NATIONAL 


us the coupon. 
- And we'll reall 

hings growing. i UUE ENPE SESS 
o _ OVERSEAS) LIMITED 
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Country. . 
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Telephone number 









d'accounts are available on request. . 
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Picture it. [heir data system was good. 
But now, with the instant success of their Spectra’ 
camera, good suddenly wasn’t good enough. 

I@#$%&*( )! Trouble. 

So Polaroid called in NYNEX—one of the information 
industry’s favorite troubleshooters. 

And NYNEX designed an integrated voice and data 
network that connects all camel Polaroid locations. 

And makes everything from inventory to finance to 
technological analysis faster. Easier. And more cost-effective. 

here were simply no negatives. 

Ihe NYNEX family of companies would like to 

work with you, too. 


old were ready 











We offer you everything from computer networks and 
pee. to mobile phones, to the services of our telephone 
ompanies. To learn more about why NYNEX is the answer 
for your business, write NYNEX Corp., 1113-A Westchester 
Avenue, White Plains, New York 10604, USA. 
Or call us at 1 800 535-1535. 
Discovering the answer is NYNEX could be a long- 
term boon to your business. We're hardly a flash in the pan. 


Need to communicate? Need to compute? The answer is 


NYNE> 








LIZ. 
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When you're navigating the unsure waters of 
todays insurance market, you need stability. 

You need a provider backed by the resources 

“of a worldwide organization. One with experi- 
ence to match. 

As the Insurance Company of North America 
and through our AFIA operations, we accumu- 
lated nearly a century of experience in the 
insurance markets of the Pacific. And now that 
our Asian network has consolidated under 
CIGNA ownership and management, our capa- 
bilities are even more extensive. 

Of course, we've always offered a broad 
range of products and services. Our Property 
and Marine divisions lead the industry with 
market-sensitive products as well as an under- 
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writing capacity for the largest of risks. 

Our Commercial Casualty department offers 
all kinds of coverages, including hard-to-arrange 
product liability insurance on most types of 
exports to the United States. As for Accident anc 
Health insurance, we have some very attractive 
programs, especially in the areas of direct mar- 
keting and employers’ voluntary group accident 
products through payroll deduction. 

We also specialize in tailoring global insurance 
programs for clients of all sizes and nationalities. 

Clearly, we're not just bigger. We're better. 
And you can lear how much am pe 






PEN at M. 








better we are by writing to the CI 
CIGNA office in your country $ 
(listed below). x 
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Sydney, Australia « Hong Kong » Jakarta, Indonesia « Tokyo. Japan «Seoul, Korea « Macau «Kuala Lumpur, Malaysia « Auckland and Wellington, New Zealar 
Manila, Philippines « Singapore « Taipei, Taiwan » Bangkok, Thailand «Guam 
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IHE NEW 


MARCO POLO 
BUSINESS CLASS 


BUILT TO HELP 
THE CORPORATE BODY ARRIVE 
IN BETTER SHAPE 


On July lOth, we invited Mr. Roderick 
Frew, General Manager of an inter- 
national bank on flight CX701 to 
Bangkok to test the New Marco Polo 
Business Class. 

The « hanges he saw are significant. 

A completely new environment 
WW ith wider, more comlortable seats. 

A new interior designed to create a 
relaxing, business-like atmosphere. And, 
on long haul flights, [oot -and leg-rests. 

All these improvements met with his 
approval. But one thing pleased him 
more than anything else. 

The fact that we hadn't changed our 


high standard of service. 


Cathay Pacific gratefulh acknow ledges the 
participation of Roderick Frew in the testing of 


the New Marco Polo Business Class. 





Arrive in better shape a 
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AND FOR A MOMENT YOU HELD YOUR 
BREATH IN THE PROMISE OF ENDLESS BIRTHDAYS TO 
COME. OMEGA. FOR ALL YOUR SIGNIFICANT MOMENTS. 





OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
AT THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 


() 
OMEGA 


OMEGA. TIMING ITS 20TH OLYMPICS IN SEOUL 


Regesserved Modei 
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coi ASIA : 
1. 25 South Korea' $ ex-president apologises 


waits the call 

Lanka’s Tamil surprise 

: flaw in Hongkong’s Basic Law 
30. The other part of Japan’s parliament 
30 China's hard-up intellectuals 

~ 31. Kabul's diplomats take shelter 

] New Zealand's trouble at the top 
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AMERICAN SURVEY 
The transition progresses 
{34 Lee Atwater, Republican chief 
|... 34 Relations with Mexico 
35 The Kennedy assassination remembered 
| 36. Supreme Court and housing 
|. 41 Bess Myerson on trial 
| 41 Dartmouth's conservatives 
| 42 A blow to Kentucky's strip-miners 


|^ «^ INTERNATIONAL 

:45 Up again with Canada’s Mulroney 
46. Those flighty Canadian voters 
46 Protest or treason in South Africa 
47 The Yemenis try voting 
47 Too many North Africans 

950 Ending up in Sudan 








/, EUROPE 

1. All those Soviet nationalisms 

East German glasnost 

Meeting-mad Nordic countries 
Mitterrand under fire 

NATO's problems with German farmers 
Italy's picture of Europe 

Will Italy be on time for 1992? 
Foothills to the EEC’s Rhodes summit 

» Political football in Turkey 


























`” BRITAIN 

i The government stays radical 
66 The Queen and Moscow 

66 Water for sale 

e 5] Harland & Wolf on the market 
-67 Does privatisation work? 

68 The nurses complain 

68 Selling Mappa Mundi 

69 A profile of the Home Office 

) Labour wants women 
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WELFARE AND WORK 
Putting the poor to work 


BUSINESS THIS WEEK 


BUSINESS 

Gorbachev’s leveraged buy-out 
Japanese lorries in top gear 

Economics focus: Multinationals 
Foreign business in Japan: Insurance 
Nestlé: Opening for foreign owners 
America’s leveraged buy-outs 
Electronic personal organisers 

GATT: Half-time in the Uruguay Round 


SCHOOLS BRIEF 
West Germany pauses to fret 


FINANCE 

London's stock exchange loses its grip 
Market focus: lapan's offshore banking 
Banking on American bank bonds 

Japan's railways on the privatisation track 
Unpegging Hongkong's dollar 

Why Barings and Schroders should stay small 
Uncorking wine bonds and port futures 


SCIENCE AND TECHNOLOGY 

The alchemical stars 

Separating smooth tunes from squiggly hiss 
A pill for jet lag 

Chewing gum, plaque and healthy teeth 


ECONOMIC AND FINANCIAL INDICATORS | 


Output, jobs, prices, commodities, bourses, in- 
terest rates, trade, currencies, plus a closer look 
at industrial output and debt 


BOOKS AND ARTS 

Tocqueville and democracy's dangers 
À clear view of 1992 

The Marcoses, myth and legend 
Freya Stark's letters 


103 lean Baudrillard in the New World 
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Iran's curious cinema 
Beckett meets Hollywood 


LETTERS 


Letters on competin ‘dons, a gold rouble, dicta- 
tors, South Africa, ditching the dollar, 


privatising wildlife, Filofax in Japan, naturalse- |. 
lection, Pid fam baseball, the National Art-Col- 


lections und famil y secrets in biographies | 





F | ghe page 34. 












Surly empire 


Why Russia’s grip will be pris ed 
loose first on the western side c 
its empire, then the southern: 
side, page 15. From Balts to 
Azerbaijanis, a sad song for © 
| Mikhail, page 51. From East 
Germany, a rude gesture, page 
52. A way to buy out f 
ened kleptocracy, pa 
















- Thrive, Pakistat | 
| Jam tomorrow requires crusts to 
day, page 18. Two would-be . 
prime ministers hunt for allies, 
page 26. 







Awkward Kiwis 
A heady economic policy runs 
into political trouble, pages 


31-32. 











One day. you , waltz through 
time zones, page 98. 






So-sorry Chun © 
| The Koreans show how to be. 
. bad and then contrite, pag 
the Japanese how to be murky 
and not bother at all, page. 19. 


GATT and that — 
A checklist for Montreal, page - 
16. What trade ministers will be 

up against, page 85. : 

















Bush’s team 


| - Shapes up, probably to raise 
| taxes, page 33. The party getsa 
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ompeting dons. 
&—For once The saei has 
tten something sensible 
üt university education (No- 
vember 5th). Universities al- 
ready compete for state and 
other 
should be willing to compete 
more openly for students, par- 
ticularly if the money from 
course fees were free from state 
control. 
Britain needs a better trained 
population, and students should 
ot have to depend on parents 
y support. This could be 
ieved equitably through a fu- 
~ income-tax linked loan 


ympetition is a healthy and 
ntinuing spur to innovation 
the maintenance of stan- 
s, but there is a bargain to 
e struck—free consumer (stu- 
lent) choice against a reduction 
state interference. The gov- 
ernment claims that it intends 
ducing state controls. So far it 
has done quite the opposite. 

R.C.E. DEVENISH 
"Oxford 





Sig — This is the story of a would- 
be Cambridge student who was 
asked what he expected to 
a Due" during his time there. "T 
pe”, he replied, "to obtain 
id benefits of a liberal educa- 
n." "And what are they", he 
kek “That”, he replied, ' I 
nnot hope to know until I 
tave enjoyed them." 
"This provides the perfect ri- 
oste to your plea for a con- 


research money and 


Hertford College 


sumer-driven higher education. 

Market forces may no doubt al- 
locate educational resources efh- 
ciently in a society in which the 
power to get employment is the 
only or chief purpose of educa- 
tion. But there are other possible 

premises, stated and defended 
by some of the best minds over 
the centuries. 

These ideas are unlikely to 
survive another two-and-a-half 
decades if newspapers of your 
stature persist in peddling the ar- 
rant nonsense that it is right to 
treat the output of centres of ex- 
cellence in the same way as the 
production of baked beans or 
pornographic magazines. 


London P.F. BURROWS 


Sirn—You complain that univer- 
sities “decide which of them 
should teach and research in 
what subject, not students or po- 
tential employers”. What of re- 
search in philosophy? No incom- 
ing student is equipped to assess 
whether research in philosophy 
is fruitful. Maybe the student is 
equipped on departure, but by 
then it is too late for the student 
to exercise any market power. 
Scarcely any employer has a 
need for research in philosophy. 
What is true of philosophy. is 
also true of much other research 
in the humanities. Does The 
Economist really want the aboli- 
tion of most research in the 
humanities? 
CHRISTOPHER PEACOCK 
Waynflete Professor-elect of 
Oxford Metaphysical Philosophy 
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> not get one 


Sik— While I was on a visit to the 
Soviet Union last month, several 
influential reform-minded Rus 
sian economists told me they 
placed a lot of emphasis on joint 
ventures with western compa- 
nies. When, pressed to suggest 
specific ways of facilitating west- 
ern investment, I recommended 
a convertible, floating rouble, 
they expressed amazement. So 
your leader (November 5th) was 
reassuring to one who had be- 
gun to doubt his own sanity. 

You emphasise the stimulus to 
exports and growth of a signifi- 
cant (official) rouble devalua- 
tion. In the short and intermedi- 
ate terms, however, a significant 
trade deficit can be anticipated. 
Double convertibility, coupled 
with relaxation of controls over 
foreign trade and direct invest- 
ment and over price determina- 
tion, could be expected to stimu- 
late big capital inflows. The 
staggering inefficiency of Rus 
sian enterprises creates obvious 
opportunities for profitable for- 
eign-led ventures directed to the 
internal Russian market as well 
as to the exports. 

As long as the Soviet econ- 
omy consists of colluding oli- 
gopolies, any attempt to intro- 
duce market-type mechanisms 
will be irrelevant. Only by open- 
ing that economy and subjecting 
those oligopolies to proper com- 
petition will success be possible. 
This provides the fundamental 
argument for rouble convertibil- 
ity. However, the “dirty float- 
ing" permitted by a pegged gold 
price would simply provide an- 
other mechanism by which en- 
trenched interests could be insu- 
lated from market discipline. In 
contrast, a floating rouble would 
virtually force internal economic 
changes conducive to foreign in- 
vestment and the establishment 
of proper internal competition. 
Hancock, 

Michigan STEPHEN DRESCH 
ERE ARN EAR ae LE ERR NC TERRE RENE TERRE | 


Retiring the dictators 


Sin—~You suggest (October 
29th) that the prosecution of Mr 
Ferdinand Marcos is inadvis- 
able. “Wobbly would-be Hit- 
lers", you claim, would hesitate 
to step down peacefully since 
they could no longer be sure of 
freedom from prosecution. 

The indications are that Mr 


bloodbath, but: because: he did 





Times epic F eo re 


Marcos left, not to avoid a 

































































e (his troops de- 
murred), and a mob was about 
to break into his palace. The 





motivation for leaving was not 
the purported carrot (asylum), 
but the imminent stick (high 
probability of getting lynched). 
Despots don’t step down be 
cause they are offered asylum; 
they step down when their 
power base is gone and they 
have no alternative. 

More to the point: how to 
courage criminal dictatorsh 
in the first place. A general por 
icy of automatic asylum for ex- 
dictators would not, one sus 
pects, deter too many leaders 
from emptying the treasury or 
committing atrocities. True, 
threat of punishment is an im- 
perfect deterrent; but surely it is 
better than an open invitation in 
the form of guaranteed social se- 
curity for retired criminals. 
Hongkong EMMANUEL GONZALEZ 
NOCERE MER NNMERO MUT 


South Africa 






Six —May | propose a solution tc 
South Africa's troubles which 
would give the black population 
political rights, while at the same 
time saving the nation from the 
internal strife? Submerge Soutk 
Africa into a much larger, higbdsi 
pluralistic, already-functioni 
representative democracy. The 
most obvious candidate is thé 
United States. 

l admit the idea has flaws, bu: 
it also has tremendous advan 
tages for both the United State: 
and South Africa. For South Af 
rica, the whites could give u 
power knowing that (1) capita? 
ism would continue to be thei 
economic system and (2) thei 
civil and political rights woul: 
be protected by the civil right 
laws and court decisions han 
mered out in the United State: 
over the past 120 years. The 
South African blacks would ing 
mediately elect a full array of of 
cials; would begin to feel fully er: 
franchised; but would not kt 
able to make many of the mos 
horrible mistakes that have hu* 
other African states. 
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. PROJECT OFFICER 


International Affairs Division 
Salary: £15,192-C22,332 per annum 


| meee The dnternational Affairs Division has principal responsibility for the 
$ Secretariat's task of promoting and facilitating consultation among 
* "member countries on international issues. This is done through monitor- 

| ing international political developments, research, briefing on selected 
| matters, organising and servicing the bi-annual meetings of Heads of 
Governments and Senior Officials. The Research Officer will analyse 


. „developments and prepare periodic reviews on specified regions and . 


. international organisations as well as particular international issues. 


` Applicants, who are Commonwealth country citizens, must be University 

ates, preferably with à post-graduate qualification. They should 

possess high analytical and writing skills, specialist knowledge of at least 

one broad sphere of international affairs, especially those relating to 

M disarmament and arms control, capacity for self-motivation and ability to 
M work under pressure. 


. Appointment is normally for an initial period of three years. Starting salary 
within above range and subject to British Income Tax. For overseas 
|. appointees, installation and relocation assistance is provided. Further. 
e details available on request. 


| Detailed CV with names and addresses of three referees should be 
~ sent by 6 January 1989 to: Chief Personnel Officer, Commonwealth 
-i Secretariat, Marlborough House, Pall Mail, London SW1Y 5HX. Tel: 
01-839 3411, ext 8134 or 8152. 








AN EQUAL OPPORTUNITY EMPLOYER 


g SENIOR EXECUTIVE | 

__ INTERNATIONAL INDIAN MERCHANT BANKING 

|. ^ LONDON  J— Age: 32-42 

Standard Chartered Merchant Bank, which has an impres- 
. sive record of merchant banking in India, is developing 

aggressively all aspects of international merchant banking 

usiness relating to India and non-resident Indians. 






* » It is seeking a senior executive, based in London, who will 
 . be responsible for developing Indian corporate finance 

business with European and US companies, as well as 
merchant banking business of non-resident Indian origin in 
elation to India and elsewhere in the world. Longer term 
areer prospects would be in key positions in the expanding 
merchant banking operations in India. 































ndidates are expected to have good financial skills, wide 
iging merchant banking experience in India and relevant 
ernational contacts. They will also need a demonstrable 
rack record of initiative and business development 
pability. i 


e remuneration package will be competitive and will be 
inked to performance. 


ipplicants should apply in confidence within 14 days 
giving full personal and career details to Peter Llewellyn, 
Personnel Manager, Standard Chartered Merchant Bank 
Limited, 33-36 Gracechurch Street, London EC3V 0AX. 


z. Standard % Chartered | 
tandard Chartered Merchant Bank Limited 
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Commonwealth Secretariat 











The Agriculture Bank of ios New Guinea invites 
— for various two (2) vacancies in its head 
ice, Waigani and regional offices. 
The Agriculture Bank of Papua New Guinea is a 
development bank under the National Government 
of Papua New Guinea with a head office, 4 regional 
offices, 10 branch offices and 21 representative 
offices of which 5 will be opened in 1989. The bank is 
involved in agricultural as well as commercial and 





industrial lending. Loan approvals in 1987 c cam: 


3.700 loans for K32 million. 


Because of growing activities and increasing g lo 


portfolio the bank needs to fill various positions in 
both head office and regional offices. Basically two 


types of specialists will be required, who both will be. 


involved in project appraisal and project monitoring. 


AGRICULTURAL SPECIALISTS with a degree in tropi- 
cal agriculture and capable of producing financial 


cashflow forecasts as part of project appraisal as well | 
|. as giving technical advice on Apa ry ala ad ub 


(emphasis: coffee: cocoa, oil palm). 


FINANCIAL/ECONOMICS SPECIALISTS with a uni- 
versity degree in finance, economics or similar and ` 
preferably development bank or commercial banking | 
experience. In some cases outstanding practical ex- 
perience can replace university education, eg, in an 
arrears section in head office. 


Both categories of personnel will also be involved in. | 
staff training, both on the job, in workshop and 
classroom. Candidates must be active personalities 
capable of quickly absorbing of existing procedures 
and contributing to further development, willing to 
travel. Preferred age: 25-35 years. Experience in 
development or commercial banking and familiarity _ 
with micro computers, particularly spread sheet anal- : 
ysis, is highly desirable. | 


The bank offers 3 year contracts, plus 24% gratuity, — 
subsidised housing, school fees, repatriation, 6 weeks 
annual leave with airfares for self and family paid 
once every 18 months to home country (or once 
every 12 months to Australia/New Zealand). 


Detailed CV's, indicating time of availability, present 
salary and names of two referees are to be submitted 
before 18 December, 1988 to: 


The Manager, 

Administration and Personnel Department 
Bank of Papua New Guinea 

PO Box 6310 

Boroko — NCD 

Papua New Guinea 








































































greatest hope for mankind" 


nd spread its message of free- 
om to others in a positive way 
ather than by defensive military 
ction. The merger would force a 
eappraisal of the "centralised 
elfare state” mentality that has 
apped the United States's 
trength in recent years. And 
merican blacks would now 
ave a black majority state (and 


ood for Washington, DC-state- 
ood would end). 

The merger could only work 
ecause of two important shared 
nstitutions: Christianity and 
he English language. Without 
hese it would be unworkable, 
ut with them the merger has a 
jetter than even chance. Maybe 
ere should be a “pull out” pro- 
ision exercisable by either side 
n 50 years. Until then South Af- 
a could be a "provisional" 
tate with all the rights and du- 
ies of statehood. Of course, they 
vould have two senators and 30 
or 40 congressmen. 


HUGH MURRAY 


Ditching the dollar? 


Sig— The Japanese have not de- 
-serted the dollar to the extent 
that you suggest (November 
5th). You cite Japan Security 
Dealers’ Association. figures, 
which indicate a fall in the pro- 


bond investments going into 
Jnited States bonds, from 
around 68% in 1985 to just 57% 
n the first eight months of this 
year. These figures refer to the 
country of listing, not the cur- 
rency in which the bonds are 
denominated. 

This distinction is of crucial 
importance for bonds listed in 
uxembourg. Such bonds took 
one-fifth of Japanese cashflow up 
to August this year, worth over 
$11 billion. Surely you are 
wtong to suggest that all of those 
bonds would have been denomi- 
yated in Luxembourg francs, 
given that all bonds outstanding 
in that currency were in total 
worth only $5 billion this 
August? 


Japanese data is to assume that a 
high proportion of the Luxem- 
: bourg-listed bonds are denomi- 
nated in American dollars. This 
implies that, since 1985, the Jap- 





was at one time the some reduc 


ould begin again to expand | 


hese incessant calls for state-. 


portion of Japanese foreign-. 


The best way to interpret the. 


anese institutions have made _ 








: he | | propor- 
tion of their foreign-bond i invest- 
ment going into dollars; even so, 
they are still putting about three- 
quarters of this cashflow into the 
American currency. This sounds 
like a gentle diversification, not 
a massive vote of no confidence. 
GiLES KEATING 
Credit Suisse 
First Boston 


London 


uH 


Privatising the West 


Sirn—If government manage- 
ment agencies (October 22nd) 


have done a "remarkable" job of 


recovering wildlife species (those 
abundant deer, elk and trout in 
Montana are a consequence of 
successful government efforts), 
why change the public-owner- 
ship philosophy now? An old 


Montana saying applies: "If it 
ain't broke, don't fix it.” 
Second, why don't the 


privatisers ever mention the logi- 
cal necessity of compensating 
the owners of American wildlife 
for their billions of dollars of in- 
vestments in the recovery and 
maintenance of that resource? It 
seems the would-be entrepre- 
neurs desire a free lunch to sell 
to someone else. 

] am sure it is distressing to 
conservative ideologists to real- 
ise that our system of public 
ownership and government 
regulation of wildlife works quite 
well. So, let's not “fix” it, okay? 

DAVID ALBERSWERTH 
National Wildlife 
Washington, DC Federation 


PS a Sia cR ee 
Filofax 


Sir-—We appreciate your article 
on our marketing strategy for 
Filofax in Japan (November 
12th). However, the contribu- 
tion of Mr David Collischon, 
Filofax's chairman, to our suc- 
cess cannot be over-estimated. 
High standards of production, 
close communication and a will- 
ingness to adapt to Japanese re- 
quirements provided the foun- 
dation for our success. 
RACHEL CARTER 
Apex United Kingdom 
London Representative 
ei EE RURSUS NEN SE ti lane csc 


Natural selection 


Sirn—Mr Eric Duncan's observa- 
tions (Letters, October 29th) 
need clarification. | 

He has chosen a common defi- 











nition i fite: : 








tion of a population biologist. E 


Natural selection is the process 
that determines a differential 


contribution of offspring to the 


next generation, as Mr Duncan 


alluded. It is this proportionate 


difference that is called fitness. 
The individual that produces 
more surviving offspring is more 
fit (has greater fitness) than 
someone who produces fewer 
offspring. Take Mr Duncan’s ex- 
ample of the sickly, 30-year-old 
who died after raising ten chil- 
dren and the strong 100-year-old 
who raised no children. The lat- 
ter is more fit to a doctor; the 
former more fit to a population 
biologist. 
Miami, 
Florida GEOFFREY CARDWELL 
ERNST en emt E S NE i EET 


Tokyo diamonds 


Sir—Baseball is different from 
cricket, which is probably why 


you struck out looking with your 


story on Japanese baseball (Oc- 
tober 15th). 

Strike one: Japanese teams are 
allowed only two foreigners 
each. Strike two: Mr Warren 
Cromartie was batting well over 
.300 when he was hit by a pitch 
that took him out for the season. 
Strike three: Mr Randy Bass was 
fired because he chose to be with 
his gravely ill son rather than hit 
home runs for the Hanshin 
Tigers. 

Let us leave aside the fact that 
Mr Bill Gullickson finished the 
season with a respectable 14-9 
win-loss record, and that Mr Ro 


Meishi, the supposed rookie-of- 


the-year candidate, languished 
after a sizzling start. The New 
York Mets made fewer errors in 


the second inning of their final - 


outing with the Los Angeles 
Dodgers in the National League 
playoffs than you made in 200 
words. That says a lot. 


Tokyo Jim Impoco 
a PUE ea ela a 
NACF 


SiR— Your article on museum 
management (“A better way", 
October Ist) wrongly describes 
the National Art-Collections 
Fund as a government-financed 


body. 


devoted to enriching Britain’s 
public art 


The nacr—the only charity | 


collections—was . 
founded in 1903 by a small band : 
of private individuals who were - 
concerned at the way the new L 


Pod 


illiónaires were 
draining Britain of so many of 





` the great works of art then com- 
ingon to the British market. The 


fund has grown into a powerful 

supporter of the visual arts, 

numbering some 25,000 
members. 

PETER WAKEFIELD 

Director 

National Art-Collections 


London Fund 


UENIRE | 
Biographers v families 


Si&— Your article, — "Private, 
keep out" (September 17th), 
suggests that the suppression of 
a chapter on James loyce's 
schizophrenic daughter, Lucia, 
from my biography of her 
mother, Nora Joyce, was apy 
priate because of the chapt 
irrelevance to students of Joyce. 

Unfortunately, its suppres 
sion prevents you from basing 









your comment on fact. However, 


Miss Shari Benstock, a Joycear 
scholar at the University of Mi- 
ami, who had read the complete 
manuscript of "Nora" before 
the controversy arose, called th« 
excision "an unwarranted act o: 
censorship" (Times Literary Sup 
plement, September 30th). 

. The expurgated chapter, say: 
Miss Benstock, was a fitting epi 
logue to the biography's carefui 
examination of the origins of Lu 
cia's madness and of the paralle 
romantic longings of mothe: 
and daughter. She also point 
out how sensitively Joyce ex 
plored the psychic-sexual link 
between mother and daughter is 









“Ulysses” and = “Finneg: 
Wake”. os 
London BRENDA MADDO. 


















| Phe | 
Economii E 
PUBLICATIONS 
Special Report No. 1155 
UNTYING YOUR MONEY 
Regular and Unorthodox 
Techniques for Avoiding and - 
Releasing Blocked Funds | 

How efficiently does your company repatriate 
earníngs ftom foreign countries? What policy 
options are open for converting remittances 
into hard currency and releasing blocked 
funds? This Report provides practical 
guidelines for overcoming the specific 
restrictions in eleven different countries. It 
examines strategies for converting and untyingy 
funds and provides a comprehensive cech. 
of techniques for avoiding and releasing 
blocked capital. 

Price including postage: UK & Europe £200; North 
-America US$375; Rest of World £203. 

The Economist Publications Limited 
Marketing Department pr^ ; 


3 40 Duke Steet —— 18 Rockefeller 
tondon WIA. TDW, UK ^ New York, NY TOA, USA 
els qt 2) 541 -5730 ' 


Tek 01-499. 2278. 


















City ^. c£37500 plus benefits 


Our client is a substantial investment institution forties, you will possess several years’ track record showing 
based in the City of London. Its extensive portfolios proven ability in macro and micro economic analysis most. 
cover the prominent international markets. In line likely gained in a merchant bank, stockbroking firm or 
With the increasing level of investment activity, a new similar financial/investment institution Familiarity with 
International Economic Research Department has recently current information technology in this area will be 
been set up to provide a full service to the portfolio essential. | 
| managers. | 

The key to the success of the Department is the recruitment 
-of an experienced high profile individual who, as well 
as carrying out in depth economic research, will play » EE | "EM n 
a leading role in developing the function and training The competitive remuneration package will include 
junior staff. substantial mortgage benefits after three months’ service. a 































Important personal qualities will be excellen 
communication skills with a flexible, ‘hands on’ attitude 
and maturity of character. E 





Candidates will have a good degree in economics plus Please write — in confidence — stating current salary to 
ideally an MBA with a relevant bias. Probably aged early Nigel Bates, ref. E. 34039. 


BS & 
3 E = 
ES p kd 
x x 
Torse muse hse 


MSL International (UK) Ltd, 


1 International 32 Aybrook Street, London WIM 3JL. 


Offices in Europe, the Americas, Australasia and Asia Pacific. 


Business| 
International 


. and government agencies with practical advice, analysis and information on political, economic and regulatory issues and- 

: corporate practices in 130 countries, It does so through an integrated system of publications, counselling services, research, 
conferences and online databases. Business International, which incorporates The Economist Intelligence Unit, provide: 
-these services to most of the world's largest 100 companies. | 


'We are seeking to recruit a Director of Asia/Pacific Forecasting Services based in Hong Kong to replace the current Director. 
who is returning to the United Kingdom. He or she will direct the region's political and economic forecasting and will be re- 
ponsible for the success of the Asia/Pacific Forecasting Service—a subscription service covering 14 countries. He or she wil 
formulate the scenarios used by clients for planning and contribute to all facets of the company's work with a forward-looking 
element. 3 



















The ideal candidate will have a second or higher degree in economics/econometrics, and more than five years experience. 
economic analysis— preferably gained in consulting and/or value-added publishing—and with a strong Asia/Pacific as well as 
nternational outlook. He or she must demonstrate an ability to deal with people, both with analysts contributing to the 
"orecasting Service and with senior corporate executives. | 

he compensation package will be such as to attract an outstanding individual. Please write in complete confidence to: 


Bill Henderson, Regional General Manager 
Business International Asia/Pacific Ltd 
11/F, Mount Parker House, Cityplaza, Taikoo Shing 
Hong Kong 
Telephone (852) 5-670491 
Telex: 74364 BUSIN HX. Fax: (852) 5-8853279 






















. CONSULTANT 


International Economic and Management 
Consulting firm seeks several bright, ambitious 
professionals to join our London office as 
. Principals and Associates. Challenging work 
on the leading edge of business and regula- 
` tory strategy, economics and finance, public 
. policy, and litigation. Advanced degree re- 
=- quired. Ideal: MBA or Economics PhD with 
experience in energy, transport, telecommuni- 
cations, utilities, media, project finance, or 
related fields. 


- Please send a résumé, including salary 
` history, to: Putnam, Hayes & Bartlett Limited, 
63 Curzon Street, London WIY 7PE. 
< Attention: EHT. 


|. PUTNAM, HAYES & BARTLETT LIMITED 


ECONOMIC AND MANAGEMENT COUNSEL 




























Cambridge, Massachusetts _ 
‘Washington NewYork San Francisco 
London | 





c£30,000 
. Inthe fast-changing telecommunications market, Coopers & 
Lybrand apply an established expertise to many of the major 
^. businesses, As one of the UK's leading firms of Management 
| -Consultants and Accountants, we have the talent and reputation 
| tostayaheadof the field. 
_ With a client base that reaches right around the world, and our 
— substantial experience of the telecommunications industry, we 
undertake a wide range of assignments, usually on a multi- 
disciplinary basis. | 
We can offer economists, with the right analytic skills, an 
unrivalled opportunity fo shine in this sector. As an Economist/ 
Analyst you'll undertake a wide-ranging caseload that will include 
studies of privatisation, market liberalisation, regulation, pricing, 
capital expenditure and asset valuation. 
. If you've an excellent qualification in microeconomics, preferably 
-witha strong quantitative focus, we're interested. You'll also 
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THE CHINESE UNIVERSITY 
OF HONG KONG 


_ invites applications for the posts of 


Senior Lecturer and Lecturer in 
General Business Management 
and Personnel Management 


Applicants should have a higher degree (preferably a PhD or DBA degree) in a 
relevant field, and appropriate teaching and/or research experience at 
university level. Applicants for the post of Senior Lecturer should in addition | 
have a strong publication record. The appointees will be required to teach — 
courses in one of the following areas: (a) Management Information Systems, 
Asie salo Management (ref no 84/509/2/88); (b) Business . 
Economics, Quantitative Methods (ref no 84/509/2/88); (o) Organisational - 
Behaviour/Theory, Policy/Strategy, Entrepreneurship/Small Business Mat- 
agaman, General Management (et no 84/509/2/88); (d) Accounting (ref no ` 
111/509/2/88). (e) Finance (ref no 111/509/2/88). | | 


Annual Salary: Senior Lecturer: HK$311,400-418,380 by eight increments; - 
Lecturer: HK$200,340-227,340 by two increments BAR HK$240,840-, 
334,860 by seven increments (approximate exchange rate; £1—HK$14.00; V 
US$1-— HK$7.8). Starting salary and grade will depend on qualifications and 
experience. 


Conditions of Service: Benefits include jong leave, annual leave, sick leave, | 
superannuation (University 15% of salary; appointee 5%), medical care, 
education allowance for children, and housing allowance for an appointee 
whose annual a is HK$213,900 or above. Án appointee on overseas - 
terms of service will have passage benefits for himself/herself and his/her 

dependants as well, 


a dieti procedure: Applications should be made out in duplicate, giving 
full particulars, experience as well as the names and addresses of three 
referees, and sent together with copies of certificates/diplomas, testimonials 
and recent publications to the Personnel Section, The Chinese University of 
Hong Kong, Shatin, Hong Kong before December 31 1988. 

Please quote the appropriate reference number and mark ‘Recruitment’ on 
cover. 








LONDON 


need a minimum of five years’ experience of economic or 
financial analysis in a business planning or public policy 
environment. A keen interest in telecommunications will 
complete your ideal profile. 


We're offering a salary and benefits package that may well be 


unsurpassed by comparable companies. 


If all this sounds like a challenge you could thrive on, send your 
CV, quoting reference 90/4, to John Collings, Coopers & Lybrand 
Associates Limited, Plumtree Court, London EC4A 4HT. 





he Folio Society would like to make you an off 
as exceptional as the books we publish 


ERE is a special oppor- 

tunity to acquire one of 

the world's greatest refer- 
ence books and start building up a 
library of fine editions, by joining 
an international circle of book 
lovers ~ The Folio Society. 


AN EXCEPTIONAL PUBLISHER 

. "The Folio Society was founded 
in 1947 to ‘produce editions of 
‘the world's great literature in a 
format worthy of the contents, 
ata price within the reach of 
severyman'. That is still our 
“watchword. 


SSICS AND CURIOS 

Our publications range from 
wlassics like Macaulay’s History 
of England (the only complete 
‘edition in print) and comic gems 
Bike The Diary of a Nobody, to 
meglected masterpieces and curi- 
osities that we feel deserve a 
wider audience: over 140 books 
“nall. 

















HOW TO JOIN AND ACQUIRE YOUR 
FREE CHAMBERS BIOGRAPHICAL 
DICTIONARY 


Joining The Folio Society 
simplicity itself. Fill in the coup 
on below, post it to us, and we 
send you Chambers Biographica: 
Dictionary, together with a Pros: 
pectus listing all Folio books in 
print. Choose four books from the 
Prospectus, and you're a member 
if you change your mind, send 
Chambers back and that'll be the 
end of the matter. But note thal 
we only have a limited number o! 
copies to spare for this offer - to be 
sure of getting your own, send off 
the coupon today. 





THE FOLIO 
SOCIETY 


"3EAÜTIFULLY PRODUCED BOOKS To: The Membership Secretary, d 





. Each book is given special | The Folio Society Ltd, FREEPOST, 
zare in every area of production: | 202 Great Suffolk Street, London 
wndividually designed bindings i SEI 6BP (01-407 7411), or 


Wn a variety of materials; care- 

wally chosen, elegant typefaces to 

censure legibility and grace; high- 

jauality makings of paper: and a 

_pecial. protective slip-case for 
ach book. 










HE BEST IN CONTEMPORARY 
UISTRATIONS 
very book is illustrated. 
ading artists commissioned by 
he Society include Dame Elisa- 
-eth Frink, Edward Bawden and 
atrick Procktor. 


MUCH MORE THAN A BOOK CLUB 

We organise tours, competi- 
ns and annual literary debates. 
mbers also receive a free 
bscription to our own literary 
arterly. We have a gallery in 
> Royal Arcade in London 
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|| (NOSTAMP NEEDED IF POSTED IN THEU.K.3 


, tion Volume and notify you of E: 





















198 Avenue of the Americas, New 
York, NY 10013(212-219-0890) 


| 

| 

| 

| 

i 
| am interested in joining The | 
Folio Society. Please send me ! 
a free copy of Chambers Bio- | 
graphical Dictionary and a copy of i 
the 1989 Folio Prospectus. If I1. .— 
decide to become a member of ! 
the Society I will keep the Dic- | 
tionary as my 1989 Presenta- -j 
my four choices for the year E 
within three weeks. Otherwise I . 
will return the Dictionary and f 
owe nothing. I understand that ;- 
as a member | have the right... 
to return any book if not cone.. 
pletely satisfied. (Prospectus only 
may be sent overseas.) É 


m : NAME oes Won EE eR RT f ; 
ere members (and prospective 4 
mbers) may view all current Address.................. ——— m 
lio titles. 
DERING BOOKS IS A PLEASURE | such a wide frame of reference. and vet remain readable (its as ideal | I “CCC 
The Folio Society provides its — | for browsers as it is for those who need facts that can be relied upon) 1 i 2a ere NER 
mbers with a level of service 
ely found these days. Every Signature e f 
ler is dealt with promptly, M: 
sry letter is answered indivi- Date... isses 

| Do 
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has acquired control of 
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I" ill: n, Inc. 






































The undersigned acted as financíal advisors to 


axwell Communication Corporation plc. 

























































E | Y MAGINE yourself in Moscow, looking 
A westwards. You are a Gorbachev sort of 
communist, alive to the need for change, 
but you do not want change to dissolve 
communism: and you are Russian. Behind 
you the land stretches safe and Russian for 
4,000 miles, all the way to Vladivostok and 
Kamchatka. To the south the Muslim 
warts of the Soviet Union are a worry, but 
met a huge one, not yet. Straight ahead, to 
the west, lie your two concentric rings of 
ipresent alarm. The outer ring is the eight 
inominally independent countries of communised Eastern Eu- 
Wope, intermittently explosive ever since 1945, now rumbling 
sup for their biggest bang yet. The inner ring is the western rim 
sof the Soviet Union itself, the republics of Estonia, Latvia, 
Lithuania, Byelorussia, Ukraine, Georgia, Armenia: a mix- 
iture of Slavs and non-Slavs, none of them true Russian, all 
"increasingly surly, and between them commanding nearly all 
_of Russia's routes to the west. 

Something has gone badly wrong. kek s control over 
much of the territory that is called the Soviet Union is at risk, 
and even the Gorbachev sort of communist does not see why. 
mf he is to understand, he needs to grasp the two things that 
ave mis-shaped the world' s last old-fashioned empire. One is 
"Russia's incurable case of the splits, as it tries to place its feet 

































hat the two latest bouts of Russian expansion, in the mid- 
Os and the mid-1900s, were driven by nineteenth-century 
aefs which almost everybody else now considers follies. 
The part of their possessions the Russians need not worry 
isbout is the swathe running eastward to the Pacific, the Rus- 
ian Republic itself. The Russians won Siberia much as the 
imericans won the West, at much the same time. They bul- 
ed territory out of dectepit China as the United States bul- 
d it out of Mexico. Young Russians pushed eastward as 
ung Americans pushed westward. The local peoples they 
ushed aside were tough, but technologically inferior and 
t big in numbers. The incomers staked their claim, put 
wn settlements that grew into cities, implanted their cul- 
re. Vladivostok is as secure for Mr Gorbachev's Moscow as 
lifornia is for Mr Bush's Washington. 
© The half-dozen Muslim republics that make up the sag- 
ing underbelly of the Soviet Union are a trickier proposi- 
von. The Tsar's Russians acquired this region for motives 
ioth as selfish, and as unselfish, as the motives of the Queen- 
press's Englishmen who acquired a different chunk of 
asia. The pickings looked good, new technologies made it 
sible, it was a terrific adventure—and white men really had 
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n both Europe and Asia simultaneously. The other is the fact 




























a right to govern other men, because whit 
men understood the business of govern 
better. 
In time the other imperial white n 
re-examined that last propositi 
blushed, and backed away. The Russi: 
have never backed away because, in 19 
they reinforced the nineteenth-century 
cial arrogance of white superiority wit 
that other nineteenth-century arrogan 
Marxist superiority. Communists rea 
have a right to govern other people, b: 
cause they understand the business of governing better. 
the Russians stayed, and what might have been half a doz 
free Muslim states are still Soviet appendages. 
The explosion could have come here, and when th 
Shah's Iran blew up ten years ago the Russians thought t 
burning debris was coming their way and got the fire briga 
out. That the explosion did not come is a tribute to the effi 
ciency of Russian control, but also to the fact that many Mus 
lims have come to terms with Soviet life—in their own fash 
ion. This will be no comfort to Russia i in the long run. Even b: 
Soviet standards, the Muslim region's economy is primitive 
The area produced the worst corruption of the Brezhnev pe 
riod. Its birth rate is literally changing the face of the Sovie 
army. The deep south will be trouble for Moscow yet. 


East best, west terrible 


The first explosion, however, looks like happening in the So- 
viet west; and, when vou look closer, no wonder. This i 
where all the distortions of Soviet imperial policy come to- 
gether. The Russians have an understandable obsession witl 
their European border. Europe is the place from which th: 
armies that invade Russia tend to march. It is also the plac 
that the Russians half yearn, half fear, to belong to. They can 
never make up their mind whether they are Europeans o 
something more than just Europeans. (The British should u 
derstand; they have the same trouble.) In the 1940s and eai 
1950s this obsession with Europe—and the opportunity tha 
Hitler's defeat gave them—took the Russians too deep into 
Europe. They are over-extended. 

They are over-extended because most people in most 6 
those eight countries of communised Eastern Europe do no 
want to be run by communist governments, and do not lik: 
being told by Russians that they have got to be. Forty years o: 
that double arrogance from Moscow—Marx knows best, and 
Russia knows what Marx really meant—have created the 
makings of an East European rebellion. 

Now, in Mikhail Gorbachev, the Russians have produced 


15 



























































of giving orders. to pex und This a es i D rebel- 
lion's fuse. To Soviet communists, Mr Gorbachev's attacks 
on so many of the things done in Marx's name over the past 
O years are a deep embarrassment. To the communists in 
three or four East European countries, clinging to power 
against their people's wishes in the name of the party's infalli- 
bility and because Russia has been assumed to insist on it, 
xey could be political death-warrants. 

. And the Russians’ justified fear that they are over-ex- 
nded now reaches back into the Soviet Union. Those seven 
imbling republics between Russia and the European heart- 
nd are all either Slav but non-Russian (Ukraine, Byelorus- 
a) or not Slav at all (the Baltic trio, Georgia, Armenia). They 


ATT in the doldrums 


. checklist to keep multilateral trade from foundering 


"WO years ago, trade ministers from 74 countries met in 
an out-of-season Uruguayan seaside resort. There they 
greed to launch an ambitious four-year round of negotia- 
ons, which would lead to a new deal on world trade under 
the auspices of the General Agreement on Tariffs and Trade 
(GATT). Next month trade ministers will meet in Montreal to 
hear what progress has been made by half-time in this "Uru- 
guay Round”. They are in for depressing news. After two 
years of haggling, the negotiating positions of all GATT mem- 
bers in each of 15 committees in Geneva have become hope- 
lessly intertwined. There is still no agreement on what is or 
isn't on the table for negotiation, let alone what will be de- 
cided. The ministers in Montreal will have just four days to 
avert a GATT wreck. 

- The aim of the Uruguay Round is to restore the GATT's 
levance to trade in today's world. This means enforcing its 
ules in areas where they have always been ignored—agricul- 
ure being a prime example. It means writing rules for the 
‘owing trade in services and ideas, and overhauling the me- 
hanics of the GATT so that disputes can be settled faster and 
raders rediscover respect for the multilateral trading system. 
‘hat respect is being lost. 

. In America many members of Congress wrongly reckon 
he country’s trade deficit stems from America having 
pened its markets too generously to countries whose own 
arkets remained shut. Now a less-confident America wants 
ccess to those markets, and is prepared to use force and bilat- 


ral deals, and thus boosted the appeal of trading blocks as an 
lternative to the equal-opportunity ideal of multilateral 
rade. America and Canada will start building a new free 
rade area next month, following the re-election of Mr Brian 
Aulroney’s Conservatives in Canada. Europe's own free 
rade area is developing fast; its 1992 venture will make its 
ational markets relatively more difficult for outsiders to 
orpete in, even if Europe' s external barriers are no higher 





ral arguments to get it. Bilateral arguments have led to bilat- 


ing Russified, ' by Russian settlers plonking 
themselves down or Lbs having í to take Russians as their party 
bosses. They know a little more than Russians about democ- 
racy because they live closer to it. The Baltic three, like the 
East European countries, have a non-communist past that lies 
within living memory. Armenia has close links with Arme- 
nians living in the West. The inner ring is trembling too. 
The Soviet empire is not about to vanish entirely. Mr 


Gorbachev is too good a communist, and politician, for that. 


Change in its shape and its extent there will nevertheless be. 
It is as pointless to ask whether this is desirable or undesirable 
as it would have been to ask the same question, 50 years ago, 


about the British empire. New forces are at work, old ones are 


waning, historic mistakes are being exposed. As any Marxist 
could tell you, that makes change inevitable. 





in an absolute sense. For fear of "Fortress Europe" and 
“Stockade America", Japan is pondering a yen block. 

The carr is the world’s best hope of holding 
blockmanship in check and tempering the misuse of block- 
power in trade negotiations. In order to live up to this hope, it 
needs assistance in Montreal. How? More high-minded pro- 
nouncements on the great project in hand will not wash. At: 
least three modest achievements are needed to remind the: 
world that GATT talks can still deliver. 


Start with fruit and nuts 

The trade ministers should hurry to scrap the absurd restric« 
tions on trade in tropical products, which are the main ex« 
ports of the 100 or so developing countries that do not have 
oil and are not South Koreas. Unless they win openness here., 
poor countries will continue to balk at progress on issues dez 
to the big traders—agriculture, services, intellectual propel 
rights and non-tariff barriers to trade. 

Agriculture is seen by many rich countries as the key tc 
the whole round. Unfortunately, on this issue rich America 
and rich Europe have negotiated themselves into opposing 
corners. Last week President Reagan said America was read 





to be flexible about its insistence that all countries shoule 


promise to stop subsidising agriculture by the year 2000. Ire 
stead of preparing the ground for a compromise, Europeas 
and American officials promptly fired the first salvoes in a ti” 
over Europe's plan to ban imports of American hormone: 
treated meat. So the second need in Montreal is a package 
that combines a freeze on farm support at current levels wit? 
a promise to agree upon an aim and a timetable to reduce thi 
estimated $220 billion a year which agricultural support si 
costing in OECD countries. If ministers duck this modes 
promise, the Montreal talks will have been a failure. 

The third target for Montreal should be to give GAT- 
greater powers to enforce its rules. The trade ministers oug- 
to nod through measures that will make the GATT's methow 
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€« E ARE not posing as a superpower”, said Sir Geof- 
ed frey Howe, Britain’s foreign secretary, recently. Well, 
ood. Now for the hard part: what is Britain posing al For 
Ye first time for years, its political calendar starts with foreign 
olicy in the minds of several senior members of the govern- 
dent. Good, again—so long as they are clear about both the 
tential and the limits of Britain’s influence. 
All British prime ministers grow tired of domestic squab- 
bles, and hanker to strut a world stage. Margaret Thatcher 
resisted a bit longer than most, but is now just as likely to pop 
‘up in Indonesia or Poland as in Peterborough. From the 
1950s to the 1970s, Britain's economic plight made some of 
äts foreign pretensions ridiculous. How much has changed? 
Not so much that Britain can run the kind of independent 
foreign policy which it once had and then merely yearned for. 
dc was the state of the public finances that curbed Britain's 
ipostures abroad in 1947, when it ceded influence in Greece 
sand Turkey to America, and again in 1968, when it started 
withdrawing its last troops from Asia. Now, even with a £10 
ai llion ($18 billion) budget surplus likely this year, a grandi- 
se foreign policy of military protection and economic lar- 
: esse is no longer possible. Note also that much of Britain's 
ecent clout has come from its relations with America, and 
at President Reagan, Mrs Thatcher's biggest fan, will soon 
^ gone. And, though Britain has thought it useful to be a 
ropean nation with close ties to America and a far-flung 
BÉmmonwealth, others have called the maintenance of those 
“tes a chronic inability to decide where it feels most at home. 















Mhree good bits of work 

low look at the other side of the coin. Britain's economy is 
mo longer so weak that—as diplomats used to wail—the coun- 
uy is ignored abroad. The policies that have revived it have 
support across the world. Mrs Thatcher is the longest-serving 
:eader of a rich country. She speaks for a united government 
.a way that, for example, West Germany's Mr Helmut Kohl 
es not. She gets on with Mr George Bush, and would have 
sen diminished had he lost the American election. She is 
| known, and talks straight. These are advantages. She al- 
'ady uses them to some effect —her view on the evil of treat- 
g with terrorists is respected—and she could use them more 
aa three important places. 
— First, Western Europe. Britain's foreign-policy establish- 
nt knows that British interests are irrevocably tied to the 
ropean Community. So does Mrs Thatcher, as all but the 
nationalist or Eurotopian readers of her recent speeches 
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E | I ld welcome . : hidden costs of trade distortion, the greater 
ls to > allow the c ATT secretariat to keep a an eye on ` 
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- Grandiose, no; but Britain can now have a foreign policy with a bit more push than before 






































of saving a threatened world trading system. 

It has been a barren two-year journey from Urugu 
Montreal. With just three gestures, though, ministers à 
that the Uruguay round sails hopefully on. 





admit. She can now help craft a policy which is helpfu 
Britain, the rest of Europe, America and Japan. That 
should turn on removing distortions to Europe's trade 
1992. This implies tackling barriers between the Comm 
and the outside world, where her stance against protec 
ism is welcome. But it also means removing barriers w 
the Community, where her affection for continued cust 
checks and some odd nostrums of indirect taxation is not 
Mrs Thatcher rightly recognises that "Europe" is not tf 
same as the European Community. The second place whe 
she can do some good is Eastern Europe. Since 1945 mar 
strategists in both America and Western Europe have a 
sumed that talking to the East meant talking to Russia. Th 
was once understandable. It is now wrong. If perestroika ev 
works, it will mean that Eastern Europeans can make their 
own way towards freer minds and freer markets. Mrs 
Thatcher should seek to convince the rest of the Community 
that encouraging democrats to the east threatens peace less 
than if the EEC merely hopes that they will stay quietly under 
Russia's thumb for another 40 years. : 
Thirdly, Britain can do good in southern Africa—but 
gently, gently. Around 800,000 South Africans have rights to 
British passports; so Britain has an interest. Britain has 
helped turn Mozambique away from Marxism; so it has a 
track record. Some South Africans would like a Thatcherite 
"initiative" there; so Britain has a temptation. Anything 
fancy will fall lat. Mrs Thatcher can, however, help Americz 
help countries to the north of South Africa to be more confi- 
dent, less scared and thus less frenzied. That implies contin- 
ued military assistance to Mozambique while, throughout the 
region, encouraging more open economic policies and the 
maximum possible political freedom. | 
Such an African strategy would be a microcosm of the 
foreign policy that a newly confident. Britain can have. It 
should rarely work independently, but always seek to bring its 
allies—now European, now American—along. Foreign Of 
fice wallahs say that is what they have always done. Now, how- 
ever, Britain's circumstances give it a chance to suggest and 
shape policies rather than to react to them. It should take that 
chance, always remembering that the chance has come be- 
cause the Thatcher government has concentrated on getting 
the economy right. When Britain has had several more de- 
cades of economic success, its prime ministers will be able to 
play the world statesman with even more authority than M 
Thatcher now deserves. : 















































Beware a French foreign minister trying to be tactful 


OU know the feeling. You face a tough decision; a friend 
tries to help by offering a kindly word of advice, but suc- 
eeds only i in making the decision even harder. That is what 
rance's foreign minister, Mr Roland Dumas, has just done to 
Vest Germany in its worries over nuclear modernisation. 
Aight not NATO wait a couple of years before deciding 
yhether to update its short-range nuclear weapons, Mr Du- 
is suggested, to see whether Russia agrees to big cuts in non- 
üclear weapons? The firm answer is: No. 

< It is easy to see why the Dumas wheeze seemed attractive. 
e main argument about nuclear modernisation concerns a 
placement for the 110-kilometre Lance missile, which will 
ease to be a reliable weapon around 1995. The likeliest 


ange thing called ATACMs, which the United States is al- 
eady developing. West German politicians are fretting be- 
use most of the new weapons would be based in West 


it, says Mr Dumas, until the decision looks easier. 

The Dumas proposal encourages more German dithering 
it when the chancellor, Mr Helmut Kohl, had seemed to be 
'dging towards a decision. Mr Dumas overlooks one vital 
matter. The Lance-replacing will happen on time only if the 
American Congress keeps allocating money to develop the 
new weapon. Any sign that West Germany might not accept 
his weapon, and it will be hard to convince a Congress look- 
ng for budget cuts that this is money well spent. 

One lot of West Germans, including the foreign minister, 
r Hans-Dietrich Genscher, want to follow last year's deal on 








'T WILL be sad if Pakistan's dead dictator, the late Zia ul 
E. Haq, seems to history to have the last laugh. The politi- 
cians whom he had kept out of power since 1977 are prepar- 
ing to take over an economy which has spent most of the past 
decade splendidly up in the Asian dragons' growth league. 
Yet the end of this ebullient period leaves Zia's heirs with 
worsening figures and a worried IMF. The politicians are 
promising the voters jam every day, when future prosperity 
demands a spell of dry crusts. - 

— Luck, labour and a largish mortgage on the future kept 
Zia’s growth so strong. Agriculture enjoyed good weather. In- 
dustry bounced back after an overplanned seven years under 
Zulfikar Ali Bhutto, Benazir’s father, the man Zia deposed. 
cR helped foreign-exchange earnings: Pakistani la- 





‘lot of help 


ance-replacer is a nuclear-armed version of a rather longer- 


many, where an election looms at the end of 1990. So 


The new prime minister has to be tough if the economy is to keep strong 


medium-range missiles with the removal of short-range ones 
too. Another lot, apparently including Mr Kohl, say it is nec- 
essary to keep some nuclear arms—and make sure they do not 
rust into uselessness. This is where timing matters. 


What Kohl will do, if left alone 


If Mr Kohl dithered until after the 1990 election, for "o of 
Genscherism, Congress might throw up its hands. The signs 
are that he has therefore decided to be decisive. He will wait 
only until NATO has produced its promised review of Europe's 
defence, probably next spring; this earnest document will give 
him some supporting arguments. He will point out that 
mobility of the new ATACMS will let the alliance get rid o 
or most of its present nuclear artillery, the shortest-range 
weapons which could land only in Germany. This will be fol- 
lowed by his commitment to a Lance replacement, still with 
enough time for the fuss to die down before the election. Mr 
Dumas's intervention has made Mr Kohl's job harder. 

Worse, the Dumas idea encourages those who hope that 
nuclear weapons can be used as a lever to persuade the Rus 
sians to offer big cuts in conventional forces. This is muddled 
thinking. Mr Gorbachev does not need much persuading, be- 
cause such cuts would save him money. The danger is that the 
leverage will work the other way round: Mr Gorbachev will 
exploit western keenness for conventional cuts to persuade 
the West to get rid of more nuclear weapons. That would be 
another step towards the denuclearisation of Europe. Anc 
that, the western allies (France well to the fore) believe, is nc 
way to make Europe safer. 






PEPES i a a ha a desde du sq. | 





bour went to man the Gulf, and the Russian invasion of Af 
ghanistan opened western purses. The heroin business too! 
off. But now, while Pakistanis continue to import gaily, remit 
tances from the Gulf are falling fast, western aid threatens t« 
disappear as Russia leaves Afghanistan, and American pres 
sure is squeezing heroin. 

In India, they say, the government is rich and the peop! 
are poor; in Pakistan the people are rich and the governmer 
is poor. President Zia's Lar sistas impoverished itself o 
defence, which takes 34% of total government spending (th 
fourth- highest fraction in the world) and on subsidies to qu 
eten the peasants. Public investment suffered. Highways ar 
crumbling, the canals’ banks are falling in, industry gets lon 
power cuts. Only 17% of Pakistan" s roen goto nen 







ffs contribute n most w the government’s revenue, and 
enious smugglers limit the scope for increasing them. Only 
n of Pakistan's 100m people pay tax. Farmers are exempt. 
- That not only deprives the government of revenue from a 
quarter of GDP (slightly less than industry's share); it also pro- 
vides a convenient avenue of tax evasion. Businessmen buy 
- bits of land and attribute their profits to their allotments. 
. Since almost all the politicians are landlords, they resist any 
“attempt to tax agricultural income. Because the government 
spends so much on debt-servicing and the army, it does not 
. now cover even its current budget from such tax revenue as it 
-can collect. All capital spending is financed by borrowing— 
mostly high-interest bonds sold to the public. That means 
more debt to be serviced. 








How to keep on doing well 


Pakistani business-is energetic, but is weakened by the bias 
towards agriculture and by budgetary indiscipline. Excessive 
waovernment borrowing in a country with a 7% savings rate 
Wilompared with 40% in Singapore and 35% in South Korea) 

is squeezing out private borrowers: Karachi's stock exchange 
is a midget alongside India's burgeoning financial centres. 
High tariffs protect the domestic market and thus. reduce in- 


Murk in Japan 





As Japan gets more assertive abroad, corruption at home is no longer to joke about 


OON Japan will enter one of its two annual gift-giving sea- 

sons, during which parcels of goodies flow between busi- 
^ness associates, politicians, families and friends. Most of this 
is harmless fun. Some of it is not. 

For the past five months Japanese newspapers have been 

making hay with the Recruit scandal, in which an employ- 
liggent agency handed cheap shares as an off-season gift to at 
list 76 politicians, civil servants and businessmen. These in- 
cluded the finance minister and close aides of the prime min- 
ter and his predecessor. The shares were bribes, pure and 
mple, aimed at buying status and influence. Yet none of the 
inisters has contemplated resignation, or has even deemed 
ie affair worthy of apology or serious investigation. Shoul- 
ers shrug. Gifts are an old Japanese tradition. Politicians are 
ways after money. And haven't the Liberal Democrats pre- 
ded over the world's most successful economy for the past 
5 years? 
. Yes; but the complacency with which politicians have 
eeted Recruit is still odd. President Nixon was not booted 
ut because he had run America badly, but because of the 
'atergate scandal. It did not seem right for the leader of the 
wee world to be a liar. More mundanely, the president of the 
ihon Keizai Shimbun (Japan's Wall Street Journal), Mr Ko 
orita, resigned as soon as he was found to have taken Re 
uit shares. If he had to go (as he did), why is the finance 
inister, Mr Kiichi Miyazawa, still in office? Why, indeed, is 
Ir Noboru Takeshita still the prime minister? 
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dustry's international competitiveness. Foreign con 
tempted by the growth figures and the size of che market 
put off by an almost Nigerian degree of corruption, street 
lence and political uncertainty. 

The IMF will offer a deal to whoever forms the new gov 
ment. In return for $1 billion over three years, the new lea 
will have to get the books in order. That will require auste 
that contradicts the party manifestoes. Both main p 
promised more spending and no more taxes. If the politicia: 
do what they have said, they face inflation and fiscal chaos. 
brave government would accept a couple of years of pain, as 
reduced the budget deficit.and increased savings. It shou 
cut subsidies and shift public spending to investment in infr 
structure and education; cut tariffs; push an agricultural t: 
through; slap on a sales tax. 

Sensitive to foreign nagging, Pakistanis will not apprecia 
having their economy run by the IMF. And they will not enj 
a sales tax and austerity. Natural big spenders, they are « 
pecting all sorts of goodies from this long-awaited democrat 
government. It is cold comfort, but the new prime minist 
should remember that stern measures will be easier no 
when democracy is still fresh, than after a couple of disi 
sioning years. If the politicians duck hard choices today, tho 
who want them to fail will be chuckling tomorrow. 




















































These questions are more than simply the moral outrage 
of westerners, for the Recruit affair is more than just a case of 
habitual political naughtiness taken a little too far. Corrup- 
tion is burrowing deeper and deeper into Japanese political 
and business life. Japan did not invent it, certainly, but cor- 
ruption has become more extensive chere than in other in- 
dustrial countries. The old excuse that politicians do not run 
Japan is no longer good enough. Liberal Democrat back- 
benchers make their careers out of pushing through amend- 
ments in return for cash. Big issues of policy, most notably tax 
reform, are now being settled in the party, not in the mini 
tries. It has begun to matter more whether Japanese po 
cians can be bought and sold. . 
Yes, please, minister 


Civil servants remain: more influential in Japan than die 
ministers, but their power is not what it was. Political sh 
nanigans could once be dismissed on the grounds that. 
bureaucrats were fine, upstanding folk. Recruit has mad 
public something long muttered in private: that these da 
bureaucrats accept bribes too— indeed that, as in Indi 
bribes are what make them stay bureaucrats. Shares went t 
the top officials at the labour and education ministries, as we 
as to some people at Nippon Telegraph and Telephone, I 
pan's near-monopoly in telecommunications. | 

Civil servants are in the front line of many of the ba tle 
being fought over Japan’s economy, from farm support to 






































eregula 1g to be imparti: 
pe for the abi in arest! What hope, even, ofa poaa 
nd at Japan's tiller? In the past three years a speculative 
bble has been allowed to form in Tokyo's property and 
hare markets. The main reason has been a surfeit of cash, but 
other has been corrupt money and political interests. If (or, 
ther, when) that bubble bursts, the damage could be very 
sty indeed. 
If this sounds hypothetical, remember Japan’ S trade tus- 
s. Proof that Japan is corrupt plays into the hands of pro- 
'tionists. Recruit only goes to show, Japan-bashers can say, 
iat the Japanese cannot be trusted. On that view, the only 
vay to work with the Japanese is to “manage” trade, demand- 
g that they fix things so that American chips or European 


\fter the contras 


he stick didn’t work on the Sandinists, so try a carrot 


HE Reagan administration tried military pressure to get 
rid of the communist government in Nicaragua. It failed. 
onomic pressure failed to get rid of Panama's military-crim- 
ers. The people of El Salvador seem about to vote out 
reasonably democratic sort of government that the 
nited States arranged for them. Mexico's ever-ruling party 
may be losing its grip. The Haitians are beginning to starve. 
North America's demand for illicit drugs is subverting a 
whole chunk of Latin America. 
— Mr George Bush's south-of-the-border team has plenty to 
put right. The president-elect has begun well. Before either 
man has taken office he met his Mexican counterpart (see 
page 34), whose inaugural difficulties will be eased by the re- 
sent offer of a large American loan. Mr Bush’s secretary of 
tate will be Mr James Baker, who already knows about Latin 
.merica's economic mess from his years at the Treasury. 
. Touchy Latin Americans cannot be expected to love their 
big English-speaking neighbour; gringo power is too great and 
o self-confident for that. Respect is another matter. For too 
ng—some would say for two centuries—the policy of the 
ted States towards its Latin neighbours has lacked the co- 
ence that can earn respect. Partly this is because of all 
ose Washingtonian checks and balances, which can pre- 
nt the military, diplomatic and economic arms of the 
nited States from moving steadily together. The administra- 
yn may promise aid even as Congress cuts sugar-import quo- 
Mr Bush must work hard to avoid such nonsenses. 








othing solved unless Nicaragua is 

ne ragged sleeve needs sewing up fast, and that is Nicaragua. 
he Reagan administration's attempt to use the contras to 
ish that country's Sandinist government away from Lenin- 
sm and towards democracy has failed. This is the post-contra 
period. The United States has no policy for it. It needs one, 
because a Nicaragua that stays the way it has been during the 
1980s will be a continuing cause of trouble in the region. 
The Sandinists have wrecked Nicaragua's fragile econ- 








at — cars get a guara the Japar irket. Japan says- 





it isa gen ee democracy like America?’ i ut tut: look at 
Recruit. The kickback, the network, the non-tariff barrier— 
these, the bashers can reply, are the real Japan. 

Such a view will become more harmful as Japan reaches 
out in its foreign policy. Its economic strength has given it a 
right and an obligation to share in international decision- 
making. Yet it is not going to be welcomed with open arms. It 
wants greater voting power at the World Bank, for instance, 
to match its growing share of the Bank’s capital. Should Japa- 
nese officials or politicians head multilateral agencies if they 
are accustomed to the policy of the greased palm? Such mis- 
trust is the price of the Recruit scandal and the increasingly 
corrupt habits that begat it. 








omy. The skilled and the educated are leaving; the Sandinists 
keep a degree of support mainly by blaming the American 
trade embargo, or bad weather, for a home-made calamity. 
This Sandinist weakness is reinforced by changes abroad. The 
Russians are withdrawing the props from communism’s far- 
thest-flung outposts; they have reined the Cubans back from 
Angola, and when Mr Mikhail Gorbachev visits Havana next 
month his speeches of solidarity will pretty certainly veil pri- 
vate words of caution. The Sandinists have good reason to 
review their past support of revolutions in Central America. 

The post-contra temptation for the United States is to 
make no new policy, hoping that the Sandinist regime will 
collapse of its own incompetence. That would be a mistake. 
The process, if it happened at all, would be slower than the 
wretched Nicaraguans deserve. Better, after the contra fail- 
ure, to try the opposite approach. Offer to help Nicaragua— 
on conditions which, in its present plight, it might accept. 

The rulers of the countries around Nicaragua have beg 
to work together. They are the products of Latin America's: 
new wave of democracy, successfully fostered in several coun-- 
tries by the Reagan administration. The new democracies are, 
as their leaders know, imperfect, and threatened from within- 
by dictatorship, Marxist or military. The more fighting there: 
is, the greater the risk to democracy (witness El Salvador)... 
The United States will help them best if it can shift Nicaraguas 
to democracy, this time without waving a fragile stick. 

The Sandinist junta is impoverished, defiant, increasingly 
friendless; yet the contras did not shift it. Its neighbours seems 
to think that Nicaragua's economy is now in such a mess that: 
an offer of aid might do what the contras could not. Until th 
Sandinists prove their willingness to tolerate dissent an 
move to regular free elections, they deserve no help. But th 
United States could propose an end to its trade embargo, an 
a renewal of international loans, in return for a precise an 
supervised programme of Nicaraguan democratisation. l& 
might not work, d it is better than gomg dii 

















THE ECONOMIST NOVEMBER 26 198% 








J 





ss =e» . 
6 & 











WELFARE AND WORK | 


Putting the poor to work 


ork looks a better cure for poverty than welfare. Especially as fewer and 
wer countries will be able to afford to pay potential workers to stay at 


mome 


VICTORIAN idea is back in favour: 
many poor people are better off when 
are pulled (or pushed) back into the la- 
sour market. The idea revived first in the 
Jnited States. There, in its harshest form, 
ihe unemployed work in exchange for wel- 
ire. (“workfare”). But countries with gov- 
@nments to the left of America's, including 
abor Australia and Socialist France, are 
sow also exploring ways to link income sup- 
ort and employment policy. 
Coming from different directions, the 
ght and the left are gradually finding new 
ymmon ground. For the right, it seems de- 
Morable to encourage the poor to rely on 
mae state for cash, because they get hooked 
n government help and accustomed to be- 
g poor. For the left, it seems deplorable to 
Mow workers to drop out of the job market 
r long periods, because it makes it harder 
r them to find new jobs. For both, the an- 
yer is to get the poor to work. 
Most industrial countries have a two- 
Wer system of social protection: a social-secu- 
my scheme, where workers and their bosses 
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make regular contributions in exchange for 
payments to workers when they are unem- 
ployed, sick or retired; and a safety-net, to 
give some income to those poor people who 
have exhausted their social insurance or 
who have none. The former is usually not 
means-tested but, for the unemployed, is of 
limited duration; the latter is almost always 
tied to income. The public tends to approve 
of contributory benefits, which is what de- 
signers of such schemes intended. President 
Franklin Roosevelt said: “We put those pay- 
roll contributions there so as to give the con- 
tributors a legal, moral and political right to 
collect their benefits.” 

Safety-net benefits carry no such sense 
of entitlement, and are less popular. Yet 
they have grown more rapidly—in large part 
because the 1980-82 recession increased the 
number of people of working age who had 
exhausted their right to contributory bene- 
fits. And an increasing proportion of the 
poor are people for whom the contributory 
systems were never designed: the young, and 
lone mothers. In consequence, payments 
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which carry a clear entitlement have become 
less significant, compared with those which 
appear to depend purely on state charity. 

This rise in the bill for the unpopular 
kind of social protection comes at a time 
when governments want to curb state 
spending. It comes, too, at a time when 
many countries have done almost every- 
thing they can think of to protect the poor. 
A decade or two ago many on the left argued 
that poverty was usually caused by circum- 
stances outside the control of the poor—a 
lack of jobs, disability, old age, racial 
discrimination, broken marriages. One way 
or another, governments have tried to 
tackle most of these problems. Still the poor 
remain—though there are fewer of them. 

In most rich countries poverty among 
the old has fallen as state pension schemes 
have matured, and as more workers have re- 
tired on occupational pensions, swollen by 
contributions paid in a life spent in full em- 
ployment. It is among those of working age 
that poverty has persisted. 

Some economists have long argued that 
welfare may discourage people from work- 
ing, or from taking better-paid jobs. During 
and after the 1980-82 recession, many coun- 
tries began to widen the gap between in- 
comes in and out of work. In America, some 
right-wing academics go further and argue 
that the effects of relief are perverse. They 
worry most about ghettos. These are the 
places where most recipients live—espe- 
cially lone mothers, many of them black. 
Their numbers have been rising sharply, 
and the conservatives blame welfare. 

Mr George Gilder (“Wealth and Pov- 
erty”, 1981) and Mr Charles Murray ("Los- 
ing Ground”, 1984) have both asserted that 
welfare has discouraged self-reliance and fos- 
tered dependence. Mr Murray wants the 
scrapping of federal welfare and income-sup- 
port for working-age people. Better, he 
thinks, for a child to grow up hungry in a 
home that believes in the virtues of work 
than for it to be raised at the state's expense. 
Such moralising is too much even for far- 
right politicians. In this year's debate on the 
new American welfare bill, welfare's aboli- 
tion was not seriously canvassed. 


The new under-class 


The new conservatives get a better hearing 
when they concentrate on the perverse ef- 
fects of social policies, and on the need to 
change the behaviour of the poor. Professor 
William Julius Wilson of Chicago Univer- 
sity, who is himself black, has argued (“The 
Truly Disadvantaged”, 1987) that the very 
success of policies to counter racial discrimi- 
nation has hurt poor blacks. They are much 
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more likely to live in city cen- 
tres, among other poor peo- 
ple, than are poor whites. 
Middle-class blacks have 
moved out of America’s ghet- 
tos. Young blacks in cities are 
left with few successful people 
to emulate—except drug deal- 
ers, spivs and crime barons. 

At the same time, Mr Wil- 
son points out, unemploy- 
ment among young black men 
is increasing. As a result, the 
proportion of black men in 
their early 20s with a civilian 
job, relative to black women, 
has declined steeply: from 70 
for every 100 women in 1960 
to 45 per 100 in 1980. Mar- 
riage has become correspond- 
ingly less attractive to black 
girls. The number of babies 
born to unmarried black 
mothers has risen slowly, but 
the number of babies born in 
wedlock has plummeted. So 
with arithmetical inevitability, 
births to unmarried ghetto mothers have 
soared as a proportion of total black births. 
Such analysis leads to more complex conclu- 
sions than those of Mr Murray. 

[n seeking ways to change the attitudes 
of the poor, America's new conservatives set 
great store by encouraging them to under- 
take training or work in exchange for their 
welfare benefits. The most articulate expo- 
nent of this idea, Mr Lawrence Mead (‘‘Be- 
yond Entitlement”, 1986), puts the case in 
grander terms. He is concerned not only 
with the need to get the poor out of ghettos, 
but also with the need to establish a new 
moral basis for welfare. The poor should be 
entitled to benefits in return for discharging 
the duties of citizenship. "The most vulner- 
able Americans need obligations, as much as 
rights, if they are to move as equals on the 
stage of American life.” 


Setting the poor to work 


While this academic debate has continued, 
America's legislators have been conducting 
practical experiments. Several states have 
introduced schemes that try, with varying 
degrees of insistence, to get poor people to 
accept training or to look for jobs in ex- 
change for their welfare payments. Analysis 
of these schemes by the Manpower Dem- 
onstration Research Corporation shows: 

e No state has made employment schemes 
mandatory for all claimants. Typically, half 
of those on welfare took part. 

e Most schemes apply to unsupported 
mothers. Such women are most likely to 
claim welfare in the years before their chil- 
dren start school; yet few states could bring 
themselves to insist that mothers with chil- 
dren under six go out to work. 

e The schemes raised the long-term earn- 
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Luckier than some 


ings of women. In San Diego in California, 
for instance, women who had been on a 
workfare programme were found, 15 
months later, to have earnings 2396 higher 
than women who had not. Half of this im- 
provement was because they were more 
likely to work, half because they were likely 
to be working longer hours. For men, no 
such improvement was found, but both 
groups were receiving less in welfare 
payments. 

e The best results come from concentrating 
on the least employable. But helping them 
has the highest cost per person eventually 
established in a job. 

e As a money-saving device, such job 
schemes are not much use. The costs are 
high and short term; the welfare savings 
long term. The stricter the sanctions, the 
higher the cost. 

e To some extent, success depends on the 









Paying to make jobs 
Public spending on labour-market programmes, 1987 
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Source: OECD; The Economist 


strength of the economy. 
When unemployment is high, 
claimants are harder to place 
in work than when it is low. 

@ On the whole, claimants felt 
that the programmes were fair, 
particularly the requirement 
to look for a job. Even in West 
Virginia, where high unem 
ployment handicapped the 
programme, officials said it im 
proved the image of the wel 
fare service. 

How transferable is this 
American experience, particu 
larly to Europe? There are sev 
eral large differences. The 
American economy has cre 
ated more new jobs in recen: 
years than any other—and it i: 
therefore easier to argue tha 
anybody out of work there.j 
unemployed by choice. 
higher rates of unemploymen 
among the young and the old 
other countries are more anx 
ious to get men back to worl 
than to find employment for lone mothers 
In America workers who are "displaced" b 
those on job schemes are more likely to b 
illegal immigrants than are other potentie 
welfare claimants. 


Europe's way 

Outside America attention has concer 
trated more on training, job subsidies an 
employment services. Four OECD cour 
tries—Greece, Norway, Portugal and Swe 
den—spend more on such measures tha 
on income-maintenance payments to th 
unemployed. For Greece and Portugal thi 
mainly reflects the low level of unemplo: 
ment benefits; for Sweden and Norway it 

the result of elaborate schemes to plag 
workers in jobs. 

Sweden's labour-market policies arc 
mired both by Britain's Employment Inst 
tute (a leftish think-tank) and by Mr M 
chael Heseltine, a wettish Tory ex-cabin. 
minister who wants to move gradually t 
wards a tougher obligation to accept wo: 
or training. Sweden has few long-term u 
employed and one of the lowest unemplc 
ment rates in the OECD—1.9% last yes 
compared with 6.296 in the United Stat 
and 10.496 in Britain. 

Yet Swedish inflation is around the < 
erage for Europe. Generous unemployme 
benefit is paid for ten months. By the time 
runs out, every jobless person has been : 
terviewed and found either a job or a pla 
on a training scheme. A person who refus 
to accept such a place loses his benefit. 

Some critics say Sweden's schemes 3 
too elaborate and cost too much goves 
ment money (see chart), especially as labc 
shortages are now emerging there. They as 
note that such schemes need large numb 
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NG FOR THE FUTURE 


IS PAYING DIVIDENDS.” 


As you can see from a glance at our 
financial results for the half year and 
second quarter ended September 30, 1988, 
British Telecom is a large and financially 
successful company. 

In fact, it’s one of the world’s largest 
telecommunications companies. Together 
with its subsidiary and related operations, 
BT is playing an increasing role in world- 
wide telecommunications and information 
services, and one that will become even 
larger as BT benefits from its policy of 
investing for future growth. 

British Telecom is investing nearly $50 
million (US$ 85 million) a week in state- 
of-the-art communication technology and 
services. 300,000 miles of optic fiber have 
been laid, 4.4 million digital access lines 
have now been installed, and demand for 
domestic and international calls is grow- 
ing by 10% and 15% respectively. 
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Second quarter and half year 
resultsto September 30, 1988 


Second quarter 
3 months ended 


Cumulative 
8 months ended 
September 30 September 30 
(unaudited) (unaudited) 
1988 1987 1988 1987 
(in millions, except per ADR amounts) 
5 s HI & 


2,779 2,528 5,411 4,909 
Operating income 630 1,401 1,270 
Income before taxes 567 1,239 1,135 
Taxes 205 440 4112 
Minorit y interests 2 

Preference dividend - 1 

404 349 794 

$0.67 S058 $1.32 $1.16 


Revenues 


Net income 
Earnings per ADR 


Interim dividend 
per ADR $0.56 S051 

Qualifying United States and Canadian resident holders of 
American Depositary Receipts (ADRs) are entitled to receive 
an interim dividend of $0.56 per ADR which inches the 
associated tax credit. The dividend is subject to a 15% with: 
holding tax 

Earnings per ADR for the quarter and six months to Sep 
tember 30, 1988 calculated in accordance with United States 
Generally Accepted Accounting Principles and converted at 
the rate of US$1.69 to $1.00 (the rate ruling at September 30, 
1988) amounted to USSIO8 and US$2.15 respectively 
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The benefits to our customers of all 
this work are quicker, clearer, more reliable 
connections and a range of extra services. 
The benefits to our shareholders are im- 
proved financial results. 

At British Telecom, we will continue 
to build a modern, efficient, telecom- 
munications network. One that's strongly 
positioned to benefit from the growth 
in global demand for better communica- 
tions. 

A policy which, we believe, will continue 
to pay dividends. 

British Telecom is traded on the Stock 
Exchanges of New York, Toronto, London 
and Tokyo - ticker symbol BTY. 

For further information, call or write 
to: 

Ashley Rayfield, British Telecom Inc., 
150 East 52nd Street, New York, NY 10022, 
Tel: (212) 319 1945. 









































































of skilled staff Sweden has one me 
staff in its employment offices for every +22 
unemployed people; other countries have 
far fewer. Many countries have nonetheless 


creasing the obligation of welfare claimants 
to look for work or to take training. 
Australia conducted a review of social 
security which concluded that money spent 
on benefits could often be better used to en- 
courage job hunting. It recommended that 
those getting payments should be required 
to search for a job and to report regularly on 
what progress they were making in finding 
one. If they failed they should be given help 
in finding a job and then, especially if 
young, be put on training programmes. 
Those under 18 should get a training allow- 
ance, not benefit. —— 

-© France has persuaded the employers 
and trades unions who run the social-secu- 
rity fund that workers drawing unemploy- 
ment insurance should be allowed to take 
training courses. À new scheme to give the 
long-term unemployed a guaranteed mini- 
mum income in exchange for accepting 
training or a commitment to look for work is 
urrently negotiating a stormy passage 
through the senate. 

Holland, worried about its generous 
welfare benefits and high unemployment, 
wants young workers on means-tested bene- 
fits to be required to accept training or look 
-for work. But Dutch companies willing to of- 
-fer places are in short supply. Britain calls 
<in all those unemployed for more than six 
-months to offer them a place on a training 
«programme, or on a work scheme, or help 


_ with job search through a Job Club. Under- 


guaranteed a place on a training scheme. 
Why this stricter attitude? The political 
mood has changed. Tory canvassers during 
the 1987 British general election were sur- 
prised how much support they found for 
making unemployed teenagers look for a job 
or take a training course. And the high 
number of long-term unemployed also no 
longer dampens pay settlements. The longer 
people are out of work, the less employable 
they become. But train them and put them 
in contact with the job market, and the long- 
term unemployed become employable 
again. Most workers find new jobs through 
the grapevine at work. 


Work is the cure 


‘The convergence of social protection and 
employment policies has had two main ori- 
gins. First, welfare benefits are more socially 
acceptable if they are seen as tied to some 
concept of entitlement. Except for the sick 
and the old, that entitlement ought to take 
the form of a commitment to the job mar- 
ket. Second, education and training are the 
best ways to help people into work. Simply 

telling people to work is not enough. The 
state wu need to help: either by providing 





difidently followed Sweden's lead in in- 


18s now rarely get welfare benefit, but are - 


aining or by guaranteeing jobs. Most coun- 


tries prefer the thought of spending cash on - 


something productive, like training, rather 
than on make-work schemes. | 

In the future, welfare benefits alone are 
rarely going to pay any group in society 
enough to provide a decent standard of liv- 
ing. People will have to combine benefits 
and income from work. That may mean 
restructuring benefits, to foster part-time 
work. And it means helping—or pushing— 
some of the poor into the job market. Also, 
with more old people around, governments 
will increasingly have to look for ways to get 
more workers into the job market. The tech- 
niques learnt in time of labour glut will be 
adapted to cope with labour shortage. 


Even the most generous welfare system - 


is unlikely to be as good a cure for poverty as 
a job. It is work that has made the distribu- 
tion of household incomes more uneven: 
the contrast is less between families with a 
well paid and a badly paid bread-winner, 
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more between two-income households and 
those with one income or none. It is work 
that has created the richest-ever generation 
of pensioners—and that now threatens to 
create a new generation of pensioner-poor, 
the people who have retired early after long 
spelis out of the job market in the 1980s. It is 
work that offers the only way to give a lone 
mother a decent life, without paying her so 
much in welfare that she is discouraged from 
marrying for fear of losing her benefit. 


Using welfare alone to cure poverty will - 


become harder, anyway, as the ratio of pen- 
sioners to workers increases. After the turn 
of the century the proportion of old people 
will start to rise again (see chart). If the old 
are to receive the same sort of pensions— 
never mind health care or other social ser- 
vices that the old use intensively—as they 
would today, pension contributions will 
have to double. But contributions are al- 
ready roughly 1596 of wage costs. So further 
increases are unlikely. | 

One alternative is to maintain pension 








contributions at their present level. ‘In that 


case the incomes of tomorrow's old people 
will halve, relative to those of working peo- 
ple. À better solution is to drum up more 
workers, to help pay taxes and thus contrib- 
ute to the upkeep of those too old to earn. 
Who should these new workers be? Amer- 
ica, by default, has chosen immigrants. It 
will have one of the industrial world's youn- 
ger populations by the turn of the century. 
But this is a short-term solution. 

What about women? It is they, after all, 
who have provided the growth in employees 
in most industrial countries for most of the 
postwar period. Their participation rates are 
still lower than those of men, but rapidly 
converging in some countries. The OECD 
predicts that in Sweden 8696 of both men 
and women of working age will be earning 
their livings by the end of the century. 

The simplest way to make the cost of 
pensions bearable will be to persuade olde 
people to stay in the workforce longer 


M Projections 


saves money, both by increasing the perigi 
over which older workers contribute ol 
tax base and by cutting the time they are de 
pendent on a pension. Some recent calculi 
tions by the OECD suggest that a five-y 
rise in pension age by 2025 would cut spe 
ing on state pensions from 13.7% to 10.8 
of GDP in West Germany and from 7.496 t 
5.9% in America. 

Getting more people to work will in 
itably expand the role of the state in the j 
market. It will also influence many areas « 
policy. If more lone mothers are to take jok 
the state will have to help them with ch 
care. If targeted welfare payments discou 
age people from working, the cure may lie _ 
tax reform, to introduce universal tax cr 
its for children. If bad education ma 
youngsters unemployable, schools will be 
formed. The curious effect of declining : 
employment will be to make governme 
try harder to get people into jobs, and 
social policy as a tool to help them. 
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Think what would happen if all 
5owertul people owned up 


ROM OUR EAST ASIA CORRESPONDENT 


HIS was the scarcely believable mo- 
ment. Mr Chun Doo Hwan, whose 
iord not long ago had been law in South 
iorea, was apologising for the misdeeds car- 
ied out during the eight years of his rule. 
streets of Seoul were almost empty as 
eans watched their former president go 
rough a ritual of self-abasement on televi- 
jn. Even the stockmarket did little busi- 
ess during the broadcast. 
This is what, in part, Mr Chun said on 
ovember 23rd: 


I stand before you filled with an indescribably 
miserable emotion. Over the past nine months 
W have lived with profound self-reflection and 
sincere repentance. | thought silence would 
show humility, and would be taken as an apol- 
ogy. That was a mistake. I have come to realise 
"hat I must not stay quiet while the whirlwind 
of your anger and reproach intensifies day by 


lay. 


ir Chun apologised for constraints on the 
sess, for his wife's "charitable" founda- 
n, for the “irregularities” of his relatives 
&d, most important, for the massacre at 
Wangju in 1980, when soldiers crushed a 
monstration with the loss of at least 200 
wes. He said he would turn over to the state 
Wm in political contributions he had kept 
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after giving up power, $3.3m of his own 
money, his houses, his land and, most poi- 
gnant, his two golf-club memberships. 

After the broadcast, Mr Chun and his 
wife, who was weeping, left their home in 
Seoul for a “quiet period of repentance” in 
the provinces. Mr Chun is believed to have 
entered a Buddhist temple. 

It is not enough. A month ago it might 
have been. Mr Kim Dae Jung, leader of the 
biggest opposition party in parliament, who 
spent years under house arrest imposed on 
him by Mr Chun, has long denied having a 
vendetta against the former president. He 
has promised parliament to stake “every- 
thing I have to ensure that there is no crimi- 
nal punishment” of Mr Chun. Now the air 
is different. 

The televising of parliamentary commit- 
tees probing the Chun regime, particularly 
its record on human rights, has hardened 
people's hearts, perhaps given them a taste 
for more blood. The day before Mr Chun 
made his speech, a parliamentary committee 
decided to summon him, on pain of prose- 
cution, to explain his own role in the 
Kwangju business. Further investigation of 
the suppression of the press is to come. Mr 
Kim now says Mr Chun has lots more mon- 


ey to give back, and should say more, in de- 
tail, about his past misdeeds. Another oppo- 
sition leader, Mr Kim Young Sam, spoke, 
perhaps more magnanimously, of “the fate 
of a dictator and how tragic it is". Parlia- 
ment, plainly, is not yet ready to grant Mr 
Chun immunity from prosecution. 

In his apology Mr Chun stopped short 
of admitting he had been a crook. His atti- 
tude was that of an almost-honest former 
company boss who accepted responsibility 
for the transgressions of his minions. His 
hunters want more. No one speaks these 
days of the good things that happened to 
Korea in the time of Mr Chun's govern- 
ment, the tripling of the average Korean's 
income, the emergence of the country as a 
force in the world, the immensely successful 
Olympics his government got for Korea. No 
one now praises his peaceful surrender of 
the presidency to an elected successor, Mr 
Roh Tae Woo. Gone are his dreams of be- 
coming an elder statesman, as Mr Richard 
Nixon has managed to do. 

After Mr Chun's apology this week stu- 
dents took to the streets displaying banners 
saying: “We don't want apologies. Execute 
Chun and Roh." More demos, they said, 
would take place on November 26th. Mr 
Roh, who was Mr Chun's choice to succeed 
him, was presumably given a sight of the 
apology before it was broadcast, and may 
even have written parts of it. Yet he has 
done his best to distance himself from his 
predecessor, as one by one the former presi- 
dent's friends and relatives have been arrest- 
ed. He forbade Mr Chun to appear at the 
Olympics. He refused a request from Mr 
Chun to meet him. 

Mr Chun's apology may be Confucian 
in general character. The Japanese have no 
difficulty in understanding it. Yet it also has 
a special Korean flavour. The Koreans are a 
blunter people than the Japanese, less devi- 
ous than the Chinese. The contrast between 
what Mr Chun did this week and the reluc- 
tance of Japanese politicians to accept the 
seriousness of the Recruit Cosmos scan- 
dal—or of most Chinese politicians to ex- 
plain what they were doing in the cultural 
revolution—is dramatic. It is, in a curious 
way, to Korea's credit. 

Mr Roh is now concerned to ensure his 
own political survival. Many of his top men 
are closely linked with the old regime. So he 
has promised wholesale reshuffles both of 
his cabinet and of senior officials in the rul- 
ing Democratic Justice party. Mr Park Jun 
Byung, the party's secretary-general, offered 
his resignation on November 22nd after be- 
ing summoned to the parliamentary com- 
mittee investigating the Kwangju riot; by 
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ursday the resignation had not been ac- 
cepted. A number of other politicians are 
said to be ready to resign for not preventing 
"today's unhappy situation”. In this excess 
of embarrassment, even the name of the par- 
ty may be changed. 

During this year's election campaign Mr 
Roh promised to submit himself within a 
year to the people's approval. Talk of a refer- 
endum faded as the parliamentary hearings 
proceeded, but he will not be allowed to for- 
get those words. And he needs to turn some 
of his other rhetoric into action. There are 
pressing questions about the country's bud- 
get, its trade policy, its relative spending on 
welfare and defence, the right way to deal 
with the worrisome North Koreans. Perhaps 
it is no surprise that in a recent opinion poll 
the presidency was rated only the third most 
influential body in South Korea, after parlia- 
ment and the students. 





Pakistan 


How nice to be 
independent 


HE political dance in Pakistan is getting 
A more frenzied as the two main political 
parties grab at the whirl of available part- 
ners. It still seems likely that Miss Benazir 
Bhutto will become prime minister, but 
both sides are trying to build up alliances be- 
fore President Ghulam Ishaq Khan makes 
formal job offers. 

Miss Bhutto had a strong claim to the 
prime ministership after the November | 6th 
election, in which her Pakistan People’s 
party got 92 of the 205 seats and the conser- 
vative Islamic Democratic Alliance got only 
55. The claim was somewhat weakened in 
the provincial elections three days later. In 
these, her party lost three out of four prov- 
inces. In Punjab, the province which has 
54% of Pakistan’s people, the Alliance got 
most seats, though not an overall majority. 
Any central government would have a hard 
time managing the country if Punjab were 
run by the opposition. 

Worsening the confusion, the Islamic 
Democratic Alliance said on November 21st 
that if a woman were made prime minister 
the party would challenge her appointment 
in the country’s highest Islamic court. There 
are some signs that, although the Alliance is 
intent on harassing Miss Bhutto, it may be 
starting to suspect that it has lost the prime 
ministership. 

It appears, for instance, to be con- 
centrating much of its attention on Punjab. 
Mr Nawaz Sharif, the young industrialist 
who has emerged as the Alliance's leader, 
seems to have no intention of giving up his 
job of Punjab chief minister. 

The towel is not thrown in, however. 
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Both sides, in pursuit ofa parliamentary ma- 


jority, have turned their attention to the 
small parties and the independents. The 
most attractive is the Mohajir Qami Move- 
ment, which represents the mohajirs, the 
families of Muslims who fled from India in 
1947; it won 13 seats in the National Assem- 
bly; and is now the third biggest party. The 
Movement wants, among other things, the 
abolition of quotas on college places and 
government jobs which disadvantage edu- 
cated mohajirs. It is arguing terms with Miss 
Bhutto, and seems prepared to sign up with 
her party. 

The battle for the centre has spilled over 
into the provinces. Mr Sharif now claims 
that 123 members of the 240-strong Punjab 
assembly have signed up with him. He wants 
the provincial governments to be named be- 
fore the central government. He fears that, if 
Miss Bhutto were named prime minister, 
provincial assembly members would flock to 
the PPP. 

Miss Bhutto wants the national govern- 
ment appointed at once. She says the Alli- 
ance is using "intimidation, blackmail and 
coercion” to win over independents in the 
Punjab assembly. Punjab's gossip network 
mutters of 5m rupees ($270,000)—along 
with a junior minister's job—as the Alli- 
ance's standard offer to waverers. The Alli- 
ance denies it all. 





Sri Lanka 


The Tamils defy 


the Tigers 


FROM OUR SRI LANKA CORRESPONDENT 


HE island is turning inside out. Just 

when Sri Lanka's Tamil north-east may 
be reaching for peace, the Sinhalese south is 
hurrying towards martial law. 

The Tamils amazed most other Sri Lan- 
kans by turning out in force on November 












19th to vote for a new provincial council f 
the north and east of the country. They r 
jected the boycott calls of the Tamil Tig 
guerrillas, who during the five-year civil w: 
have been thought to be the most powerfi 
Tamil group. Ordinary Tamils have no 
elected councillors who renounce separa 
ism. They have, it seems, had enough of wa 

The election was the main plank of la 
year's agreement between India's prim 
minister, Mr Rajiv Gandhi, and Sri Lanka 
President Junius Jayewardene. Some power 
including control of the police and the cc 
lection of local taxes, are to be granted t 
the joint council. This is a fair dose of auto: 
omy, but not independence. 

The Tigers kept forcing postponement 
but the election had to be held before S 
Lanka's presidential election, due on D 
cember 19th. The two main presidenti 
candidates, Mrs Sirimavo Bandaranaike ar 
the prime minister, Mr  Ranasi 
Premadasa, both dislike the deal with 
But Mr Jayewardene is determined to get 
settlement in place and Mr Gandhi wan 
something to show for his efforts, in ord 
to impress the Tamil electorate of the sout 
ern Indian state of Tamil Nadu, which is d 
to go to the polls in January. 

A cunning (if undemocratic) deal sews 
up the Tiger heartland in the north. A 
vised by the Indians, the Tigers’ two ma 
rivals, the Eelam People’s Revolutiona 
Liberation Front (EPRLF) and the Eelam N 
tional Democratic Liberation Fro 
(ENDLF), agreed to contest the election. Th 
then agreed to share the 36 seats, and th 
do without a vote. 

In the east, the Tigers called a gene 
strike. Locals were so frightened that 4 
election officers had to be flown in from € 
lombo to man the polls. Still, the EPRLF, t 
ruling United National party and the . 
Lanka Muslim Congress put up candidat 
giving the Tamils, the Sinhalese and 
Muslims—who each make up arou. 
third of the population—their own peo, 
to vote for. 

In the main Tamil district 
Batticaloa, 79% of the voters, risk» 
reprisals, braved the Tigers and w 
to the polls. It was the biggest turne 
ever in the district. Thousands w* 
still queueing when the polls clos 
Many said they were voting not 
any particular party but for 
chance of peace. They had alre 
been given a taste of security by 
dian troops, who have pushed bw 
the Tigers in the east. The Indiv 
had threatened to leave if there w 
low turnout. 

The Muslims make up 896 of 
country's population, have sim 
grievances to the Tamils, but pr 
ously lacked political organisat 
This time they voted energetica 
they have been galvanised by 
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N ever has it been more vital to look behind the news 
for the profit implications. mM 





Our experience shows that i up to half of an. interna- 
tional company's profitability is determined by external 
factors TION its direct control. 2o | 
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Business detersnanait s —: 
countries, provide decision support - 
a For FIM we have the in- -depi 
















oie pe Besos into pro fita ible business. 


Major companies, governments and international 
agencies consult Business International to help keep 
themselves informed and competitive. 





To find out what we can do for vou, please contact us 
at any of the addresses below: 











Gail Gunn n Jennifer Bird Sam Moon 
40 Duke Street — 
London WIA 1DW New York. New York 
England  . 10003 USA Hong Kong 
Tel: (01) 493 6711 Tel: (212) 460 0600 
Tix: 266353. Tix: 175567 Tix: 74364 
Fax: (01) 491 2107 
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International 
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215 Park Avenue South LIEF Mount Parker House 
Cityplaza, Taikoo Shing 


Tel: 852 5 670491 
Fax: (212) 995 8837 Fax: 852 588 53279 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 





1735 


BLANCPAIN 





Faithful to the traditional art of watchma- 
king, each watch is still assembled, pol- 
ished and finished by hand by the indivi- 
dual watchmaker. 


In all, only four ladies’ watches and six 


Available in London: men's watches, each individually signed 


Carringtons, Mappin & Webb, David Morris, Garrard, London Hilton and numbered, leave our workshops at 
Jewellers, Watches of Switzerland, The Watch Gallery, Tyme the end of the day. 
and: 


3ARCELONA Soler Cabot BRUXELLES Frotmann DUSSELDORF Blome, Wempe FRANKFURT Fredrich. Wempe GENEVA Benoit de Gorski, Aonta, Chimento, Facer, Golay Fils & Stahl, Zbindan GENEVA AIRPORT Compton de 
horlogene HAMBURG Becker Wempe LUXEMBOURG Schroeder MADRID Suarez MUNCHEN Hemmerie, Huber, Wempe MONTE-CARLO Buccellan, Van Hubrech: PARIS Artan, Buctellati, De Palette, André Col Wenpe Cérésole 
ROMA Ansuini, Capuano WIEN Canus & Binder, Hubner ZURICH Barth, Gall, Gut, Meister ZURICH AIRPORT Turler 

nformanon by BLANCPAIN SA ~ CH 1348 Le Brassus - Switrerand - Ts 459420 Tel. 01041- 21 85 40 92 








leadership of 40-year-old Mr Mohammed 
Ashraff. His Sri Lankan Muslim Congress 
urged participation in the provincial coun- 
cil. The Sinhalese hardly bothered to vote. 
In the Sinhalese-dominated town of 
Amparai the turnout was only 596. They 
probably felt abandoned by the government 
in Colombo, and are understandably bitter. 
The government has been urging Sinhalese 
to move into the area to balance the Tamil 
population. 

The EPRLF and the Muslims got 17 seats 
each in the east; the United National party 
got only one. Altogether, the EPRLF-ENDLF 
alliance got three-quarters of the seats in the 
joint council. The Tigers’ refusal to take 
part looks like a mistake: for the first time, 
everybody is questioning their claim to be 
the ils’ only true representatives. 
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FROM OUR SPECIAL CORRESPONDENT IN HONGKONG 


| 
| 
| ARLY in December 18 Chinese, eight 
from Hongkong and the others from 
China, will gather in Canton to thrash 
out a second draft of the Basic Law, Hong- 
| kong's constitution when the British col- 
ony is handed over to China in 1997. Will 
| this draft, probably the final one, do any- 
| thing to end the growing apprehension 
| felt by many Hongkongers about their fu- 
| ture masters! 
The first draft, published in April, has 
been widely condemned as out of step 
"| with the agreement signed by Britain and 
China in 1984. Mr Martin Lee, a coura- 
geous lawyer who sits on Hongkong’s Leg- 
islative Council, says that under the law, 
as now drafted, Hongkong's future gov- 
ernment would be a puppet. That does 
not worry many businessmen, providing 
they control the puppet. It worries most 
— ordinary people. A group of young profes- 
sionals known as the Hongkong Observ- 
ers is another powerful critic. More dis- 
creetly, the British and Hongkong 
governments are pressing for changes in 
some of the 171 articles of the first draft. 
The hopeful news is that the Chinese 
seem anxious to restore confidence in 
themselves, and so may be willing to offer 
concessions. This, at any rate, was the im- 
pression gained by Hongkongers who at- 
tended a meeting in Canton last week at 
which some of the finer points of the Basic 
Law were reviewed before next month’s 
drafting session. The less hopeful news is 
that the law needs a thorough going over 
before it is likely to be acceptable to Hong- 
kong, and indeed for it to be in line with 
the promises made by China to Mrs 
Thatcher back in 1984. 


THe LEGISLATURE. The 1984 agreement 
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While the north and east are demanding 
an end to violence, the rest of the country is 
fast getting bloodier. In contrast to the Tam- 
ils’ brave demonstration against Tiger 
threats, the country’s Sinhalese majority 
looks cowed in the face of the group of Sin- 
halese extremists known by its initials JVP, 
for Janatha Vimukti Peramuna (People’s 
Liberation Front). The jv» called strikes and 
demonstrations which brought the country 
to a halt two weeks ago. Many Sinhalese 
workers are still striking. They are probably 
staying away less out of support for than out 
of fear of the jvp: it has a habit of killing 
opponents. 

Some people fear that martial law will be 
declared. Others argue that a military gov- 
ernment already exists. The president is 
commander-in«hief of the armed forces. A 





Not basic enough for Hongkong 


provided for a strengthened, and ulti- 
mately elected, Hongkong legislature 
which could act as a buffer between Hong- 
kong and Beijing. The Hongkong govern- 
ment, bowing to Chinese pressure, has de- 
cided not to hold a direct election to the 
Legislative Council before 
1991, and then only for ten 
out of 56 members. The first 
draft does not reveal China's 
ultimate plans. Nor does it 
say how the chief executive 
(as the governor will be 
known after 1997) is to be 
elected. 

In the first draft of the Ba- 
sic Law are three articles that 
would make a mockery of the 
independence of even an un- 
elected legislature. Article 16 
gives China's National Peo- 
ple's Congress the power to 
override or revoke Hongkong 
laws it does not like. Article 
17 says that Chinese laws 
"which give expression to national unity 
and territorial integrity" should be ap- 
plied to Hongkong. Article 19 gives to 

hina any power not specifically spelt out 
in the Basic Law. The Hongkong govern- 
ment would not be able to assume new 
powers it might need in the 50 years dur- 
ing which the Basic Law will operate. 


THE Counrs. The British system of an in- 
dependent judiciary, which Hongkong 
has but China does not, is supposed to 
continue after 1997. Yet Article 169 says 
the Hongkong courts must accept the 
People's Congress interpretation on any 
matter affecting the Beijing government. 





state of emergency has been in force since 
the last presidential election in 1982. Since 
November 2nd there has been curfew every 


night, all over the island. Troops may shoot 


curfew violators or demonstrators. Any- 
body staying away from work illegally can be 
sentenced to death. 

Soldiers are being called in to drive 
buses and petrol tankers and to man the 
power and pumping stations. They may 


even sit in judgment on cases concerning - 


breaches of the new emergency regulations. 


Now that newsreaders on radio and televi- 


sion are being threatened, soldiers are being 
trained to take over from them. The sight of 


a uniformed presenter on the nightly news — 


b wh 
' 
€" s 


may bring home to Sri Lankans how close _ 


the civil war has brought them to army rule. 





the advice of Hongkong's chief executive | 
on any matter involving the Beijing 
government. 


HUMAN RiGurs. The draft law makes no 
reference to rights which have been con- 
spicuously absent in China—among them | 
freedom from torture and inhuman pun- 
ishment. There is no presumption of in- 
nocence or guarantee of prompt trial. | 


NATIONALITY. Hongkongers | 
who are taking out foreign | 
nationality as an insurance 
policy might well be prepared 
to remain in Hongkong if 
they had a clear idea of their | 
rights as Chinese citizens af- | 
ter 1997, for example of their | 
eligibility for civil service | 
jobs. The draft, alas, does not | 
| 


define a Chinese national. 


THROUGH TRAIN. Hong- 
kong wants what it calls "the 
through train", to minimise | 
the changes in administration | 
after 1997. If China agreed | 
that an election to the Legis- 
lative Council should be held every four 
years, instead of every three, there would 

an election in 1995. Councillors 
elected under British sovereignty could re- 
main in office after 1997. Similarly, Hong- 
kong wants new top officials of the gov- 
ernment to be in place by 1994-95, and 
able to stay on after 1997. | 

The enactment by the Chinese govern- 
ment of a Basic Law acceptable to Hong- 
kong is a part of the 1984 agreement. A 
failure to provide it would be a reason to 
abrogate the agreement itself. This is not a 
possibility the British government would 
publicly contemplate. The threat of such a 
move is, nonetheless, the best guarantee | 
of Hongkong s future. | 
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Japan 
Not so lofty 


HE upper house of Japan’s parliament, 

the House of Councillors, is being 
shown some unaccustomed respect. This 
week it started to consider the controversial 
tax legislation the governing Liberal Demo- 
crats forced through the lower house on No- 
vember l6th. Because the prime minister, 
Mr Noboru Takeshita, was desperately anx- 
ious to get his tax reforms through, he rode 
rather rough-shod over the country's nor- 
mal respect for consensus. In the upper 
house the opposition should therefore be 
able to win a few concessions. 

Usually the upper house is taken a lot 
less seriously than the architects of Japan's 
post-1945 institutions had intended. The 
upper house was meant to provide "politics 
of good sense" as a counterpoint to the 
lower house's “politics of numbers "This 
has left the House of Councillors more like 
Britain's House of Lords than America's 
Senate. The House of Councillors yields pri- 
macy to the lower chamber in things that 
matter: enacting laws; passing the annual 
budget; agreeing to international treaties; 


_ selecting the prime minister. The upper 


house can delay the passage of laws for fur- 
ther reflection, not kill them. Yet all its 
members are elected (candidates must be at 
least 30 years old) and the house's main 
work is done in Senate-like committees. 

It also retains some characteristics of its 
pre-war antecedent, the House of Peers. 
This comprised members of the imperial 
family, hereditary aristocrats and army rep- 
resentatives, but also “learned persons of 
experience" appointed by the government. 
In the hope that voters would elect “learned 
and experienced" men to the new upper 
house, the constitution reserved 100 of the 
252 seats for people elected nationally, 
rather than from the local constituencies 
where the politicians have their power- 
bases. 

This encouraged the parties to put up 
entertainers, sports stars and television 
prodigies, people famous for being famous 
rather than famous for good sense. Later the 
number of independents in the House of 
Councillors dwindled from more than 100 
to a handful, as the parties started to prefer 
politicians to stand-up comedians. A system 
of proportional representation was intro- 
duced in the 1983 election. The new system 
deliberately favours the big parties. 

To get on to the upper-house ballot a 
party is required to have a list of ten candi- 
dates, at least five or more of them existing 
members of parliament, or to have got 4% 
or more of the popular vote at the previous 
election. Although the upper house has 
some odd parties, such as the Salaryman's 


30 


New party, the Second Chamber Club and 
the Party of the Unaffiliated, the big ones 
held 233 of the 252 upper-house seats after 


the 1986 election. From a bit of a hoot to a 
bit of a bore. 





China 


Chicken feec 


FROM OUR BEIJING CORRESPONDENT 


N CHINA, the less you know the more 

you earn. Chairman Mao said: “It is al- 
ways those with little learning who over- 
throw those with much learning." Mr Deng 
Xiaoping's economic reforms might have 
modified this precept, but haven't. China's 
few well-educated workers, and its economy, 
are suffering. 

An illiterate manual labourer earns 
more than a college graduate, and the gap 
has widened since Mr Deng began his re- 
forms a decade ago. In 1978 state employees 
in knowledge-intensive occupations earned 
on average 296 more than those in muscle- 
intensive ones. By 1986 manual workers 
were paid 1096 more, and the disparity has 
kept on growing. A university professor's 
monthly wage of 270 yuan ($73) is now 
lower even in nominal terms, let alone after 
inflation, than it was in the 1950s. The gov- 
ernment smiles on moonlighting; some pro- 
fessors survive by selling eggs on campus. 

An intellectual's life is not only nastier 
and more brutish than that of a manual 
worker: it is shorter. During China's cul- 
tural revolution most well-educated people 
spent as much as ten years doing backbreak- 
ing labour in the countryside. They are still 
dving of the experience. A survey of 5,000 





It's better than thinking 


intellectuals between the ages of 35 and 55, 
conducted this year in Hubei province, 
found that since 1985 a fifth had died pre- 
maturely. Almost half the survivors were 
chronically unwell. To compensate, the pro- 
vincial authorities propose giving middle- 
aged intellectuals more money, annual med- 
ical check-ups and better housing. 

The 10,000 highly-educated Chinese 
who work for companies, or for institutions 
at least half-free of the state, do reasonably 
well. The 7m stuck in state research insti- 
tutes, schools and universities are paid little 
and receive almost no bonuses. If this con- 
tinues, the People’s Daily worked out, a 
drop-out from lower secondary school will, 
by 1995, be 15,000 yuan ($4,000) richer 
than a student who goes on to college. 

Predictably enough, there are in China 
a staggering 40m children aged between six 
and 14 who have dropped out of school. In 
Hubei province there were 10% fewer rural. 
primary schools in 1986 than in 1980, wh 
China was still recovering from the cultural 
revolution. In the main cities of thriving 
Jiangsu province, upper secondary schools 
could not fil their classrooms this year; 
Nanjing University, in Jiangsu's biggest city, 
had to fill its vacant places by admitting stu- 
dents with poor exam results. 

The total number of undergraduates is 
still rising, but this year for the first time 
there were too few applicants for the places 
available for post-graduate students, and 
next year post-graduate enrolments will be 
down by 1,000 places. Last year the number 
of graduate students who dropped out qua- 
drupled. One was quoted as saying: "We do 
not want to follow in the footsteps of those 
professors whose monthly salary is only 
enough to buy ten chickens." 

The best university students try to go 
abroad. Once there, few return. Only 8,800* 
of the 36,000 students who have gone to the 
United States since 1979 have come ig 
The worst shortages are in science and t 
nology, but writers (usually on the state pay- 
roll) are having a hard time too. Top-rank- 
ing authors earn only 20 yuan ($5.40) per 
1,000 words from a state publishing houseg 
income from a book which took years tœ 
write is taxed at the same rate as a monthly. 
bonus. Some authors are running construc 
tion companies in the special economic zone 
on Hainan island. 

In Japan, South Korea and Taiwan, gov 
ernments have promoted economic growtl 
by putting a premium on education. M 
Deng's China seems to be following Mao’s 
thought: "It is often not a matter of firse 
learning and then doing, but of doing anc 
then learning, for doing is itself learning." 
In the cultural revolution this broughw 
China the “barefoot doctors" who learnew 
surgery by doing it. In the more comple: 
world of the future it could stop China in it 
tracks, from ignorance. 
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—A FROM OUR SPECIAL CORRESPONDENT IN KABUL 


ERE bystanders’ they may be, but 
Kabul’s tiny band of foreigners are 
taking sensible precautions as the Afghan 
re awaits the expected onslaught by 
the guerrillas. The United Nations has be- 
‘gun sandbagging its headquarters, to pro- 
vid a bunkhole for the staff if the fighting 
s herce: So has the French embassy, 
-unw ly located next to the presidential 
_ palace. The British, with a caution born of 
-losing two Afghan wars, are less vulner- 
„able: early in this century they built their 
 mnagnificent embassy. a tactful five miles 
out of Kabul. (The city has finally caught 
up, but the British still drive around in 
jeeps as if they lived up-country.) 
s. Ihe guerrillas may besiege Kabul be- 
__ ote attacking it, so everyone is stocking 
up with food: the UN people, who have 40 
: eee combat rations, are glad their food is 
French. The British are more worried 
: about their Friday outings to the Kabul 
. Golf and Country Club, already off limits 
for. UN officials. Situated on the city out- 
- skirts close to a guerrilla stronghold, the 
. course is frequently invaded by Soviet 
army vehicles. Preparing for the worst, the 
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wew Zealand 


Baguettes and stiff upper lips 


British chargé, who happens to be the 

club's chairman, is sinking a few holes in 
his embassy grounds. 

The Soviet troop erga | hardly af- 


fected westerners until July, when a spate | 


of rockets on Kabul (170 in a week) 


alarmed their governments into sending: 
wives and children home. This has shrunk 


the western community to fewer than 
-150—enough for a good party, but too 


few to prevent every party seeming just 


the same. One diplomat was happy to be 
posted to lively Lebanon. - 
Boredom is not the ony hardship: Ka- 





-abour's splitting headache 


OM OUR SPECIAL CORRESPONDENT IN NEW ZEALAND 











“TS climate may be mild, but New Zealand 
« likes its politics to-come from the hot- 
se, The capital, Wellington, has only 
),000 people, and most of them are close 
je business of government. Their politi- 
‘ossip is then blared out to the country’s 
other inhabitants, most of whom enjoy a 
itical argument. To cap it all, elections 
e to be called every three years. No 
ner has a party triumphed at the polis 
n the bar-room pundits start wondering 
ixether it can possibly do so again. 

For such a country, politics is always 
sely to. be overheated, even in normal 
es. The 1980s have been far from nor- 
« First, a supposedly right-wing govern- 
t pursued left-wing policies; then a sup- 
'dly left-wing government did the 
dosite. In the process, many convenient 
sels came to mean nothing, but politicians 
ied. on using them anyway. This has not 
n conducive to clear thinking, and may 
n contribute to the defeat of the present 
our government. 

+ Sorting out truth from myth is not easy, 
< a start can be made with the policies of 
"National government. Led by Sir Robert 
doon, it held office from 1975 to 1984. 
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During its closing years it “took the economy 
down the blindest of alleys. Sir Robert, a 
sort of Kiwi Peron but without the charisma, 
put controls on wages, prices, interest rates, 
imports—everything except public borrow- 
ing, the money supply and foreign debt. 
Labour, led by Mr David Lange, then 
won the 1984 election. He had to do some- 
thing different. In Mr Roger Douglas he had 
a finance minister who knew what that 
something should be. Mr Douglas, and the 
other economic ministers, set about undo- 
ing the damage of Muldoonery. Mr Lange 
meanwhile provided a diversion. He barred 
foreign ships from New Zealand's ports un- 
less they were not carrying nuclear weapons. 
The Ámericans would not reveal any such 
thing, so New Zealand now calls itself a nu- 


clear-free country. That makes some of its 


people feel purer, if not safer. 

Mr Douglas is usually portrayed. as a 
right-wing zealot. The term is inaccurate. 
Much of what he has done so far is no more 
than repeal the madness of Muldoonery, 
and bring the economy back into the main- 
stream. Socialdemocratic countries. like 
Sweden and Spain do not have controls on 
interest. rates, imports and so on: why 





bul, full of cheerful b e Fw des pra 
into a scary place at night. Diplomats 
need not observe the curfew, but would 
be foolish to ignore the ill-lit checkpoints 
that spring up around the city after dark: 
They seem to be manned by jumpy teen- 
agers with machineguns ready to shoot at - 
their own shadows. The crackling walkie- 
talkies that most foreigners carry suddenly 
seem reassuring. 

These devices have a disadvantage, 
though. Some senior people equipped 
with them are not allowed to switch them ~ 
off. Add in the round-the-clock rumble of 
tanks and armoured cars, the crash of 
rockets, the thud of gunfire, the screech of 
low-flying aircraft searching for guerrilla 
lairs, and peaceful sleep is hard to find. By 
day these noises blend into the sound of 
traffic: by night they are a reminder of 
steadily advancing war.. 

The westerners know that neither side: 
is aiming at them, but they also know th 
guerrillas are wildly inaccurate. This gives: 
them something in common with the Rus- 
sians. If things get so bad that the foreign- 
ers want out, but the commercial flights 
stop, Afghanistan might produce the final 
irony: diplomats evacuated by the Rus- 
sians they have spent a decade ticking off. 
The offer has already been made. l 
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should New Zealand be different? 

Mr Douglas is also portrayed as a tax 
cutter. In fact, the ratio of tax revenues to 
GDP has risen steeply since 1984, from 30% - 
then to about 36% in the current year. Mr- 
Douglas's first and unavoidable goal was to 
cut public borrowing, which was running at - 
7% of cpp when he took over. He has 
brought it down to about 2% of GDP now. © 

That. reduction might have been 
achieved by cutting public expenditure 
which is what a proper right-wing govern- 
ment would do. Under Labour, public 
spending has actually risen as a proportion 
of GDP, by roughly one percentage point a 
year. That i is more than it ever did under any 
previous government, Labour or National. 

What Mr Douglas has been doing is - 
something much more subtle than cutting— 
and therefore much harder to achieve and 
to sell politically. He is a genuine reformer, 
both of the way the state raises its money 
and of how it spends it. New Zealand's tax 
system had become grossly inefficient: high 
rates of marginal tax went hand in hand - 
with numerous allowances, encouraging © 
people to work harder at tax avoidance than 
at anything else. He has got rid of virtually 
every tax shelter, allowing him to lower tax 
rates. The top rate of income tax has come 
down from 66% to 33%; the basic (and only 
other) rate stands at 2496. Mr Douglas "ud 
introduced an enviably simple value-added 
tax: hardly anything is exempted, and the 
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single rate is an easy-to-calculate 1096. When 
the government gets round to introducing a 
capital-gains tax, New Zealand will have the 
most comprehensive, least distorted tax sys- 
tem in the world. 

As for public spending, Labour inher- 
ited another mess. Subsidies to industry and 
farmers were large. New Zealand was spend- 
ing heavily on education; yet in terms of, for 
example, enrolment rates, it was getting dis- 
appointingly worse results than other coun- 
tries that spent less per pupil. State indus- 
tries were run by government departments, 
so were used as channels for patronage and 
for protecting jobs. 

Mr Douglas's approach has been to 
stress that taxpayers should get value for 
their money. He has shifted the pattern of 
public spending, getting rid of subsidies to 
farmers and businessmen. Some 6096 of 
spending now goes on health, education and 
welfare payments. Mr Lange would like to 
spend more on them. Mr Douglas has no 
objection to that—once he is sure that exist- 
ing spending is doing a good job. 

The government is therefore changing 
the way that public money is handed out. 
No longer will teachers (and their old allies 
in the education ministry) decide how the 
money is to be spent: parents will, in effect, 
get vouchers for their children's education, 
and choose which schools to spend them at. 
In health, hospitals will no longer be fi- 
nanced irrespective of their cost-effective- 
ness. And state industries have been set up 
with commercial targets and operating au- 
tonomy. Government departments are be- 
ing run by chief executives, on five-year con- 
tracts, with objectives agreed in advance 
with ministers. If the chief executives do not 
deliver, they lose their jobs. 


Keeping faith 

For any programme of economic reform, the 
full-hearted commitment of the person at 
the top is vital to success: witness West Ger- 
many after 1948, France after 1958, Britain 
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Waiting for the big changes 


after 1979. For New Zealand today, that 
commitment is not there. Twice in the past 
year, Mr Lange has publicly shown he is at 
odds with Mr Douglas. 

This is bad for Labour. Some New Zea- 
landers already think it will be the govern- 
ment's epitaph. They point to the polls, 
which show Labour far behind, but forget 
that Mr George Bush turned a 17-point dis- 
advantage into an eight-point victory be- 
tween August and November. Poll-watching 
can be just as misleading as name-calling. 

Part of the reason for the government's 
unpopularity is, no doubt, the way it is split. 
But the split itself reflects a deeper issue 
which bothers New Zealanders: when will 
the Douglas reforms produce tangible bene- 
fits? So far, the average family has felt little 
but pain. Unemployment is almost 1096 of 
the workforce, and still rising. Real interest 
rates, at about 796, are among the highest in 
the world. Farmers have almost twice as 
much debt as they think they can service. 

Only one obvious plus for the reforms 
has already come through. Inflation is now 
down to 3-496 at an annual rate, from 2096 
early in 1985. For the first time in 15 years, 
New Zealand's inflation rate is below the 
OECD average. Because the decline has been 
so steep, few people have yet come to terms 
with it: wage claims still run at job-destroy- 
ing figures of up to 1096, and interest rates 
still defy gravity. The position is uncannily 
like Britain's was after three years of 
Thatcherism. Once people started to believe 
that British inflation would stay low, inter- 
est rates tumbled and the economy boomed. 

That could happen quite soon in New 
Zealand, on two conditions. First, that the 
world economy does not turn sour: a small 
country, wide open to international trade 
and with a free-floating exchange rate, can- 
not escape unharmed if world growth falters 
or protectionism worsens. Second, that the 
Labour government itself does not quarrel 





too much in public. The danger is that M 
Lange, a politician for whom the old label 
of left and right have not lost their meaning 
is listening to those voices in the party who 
have never really wanted to understanc 
what Mr Douglas is doing. 

Labour's latest tiff, which resulted in M 
Lange sacking Mr Richard Prebble from th: 
cabinet, was not just a little local difficulty 
Mr Prebble was Mr Douglas's strongest sup 
porter in cabinet. Though Mr Lange cat 
fairly claim that no policies have changed a 
a result of Mr Prebble's departure, that i 
not the point. What matters is the percep 
tion, at home and abroad, of the govern 
ment's confidence, competence—and com 
mitment. Bickering only harms thos 
perceptions; if ministers do not favour thei 
own programme, why should anybody else! 

The government still has things goin 
for it. One is the memory of Muldoonery— 
which will be expunged only when the 
tional party has truly repented of t 
years. Some of its members have: Miss Rutl 
Richardson, Mr Douglas's opposite num 
ber, is a free marketeer who criticises th. 
government for its failure to cut publi 
spending and deregulate the labour market 
But the party's leader, Mr Jim Bolger, i 
much less clear in his economic thinking 
Most New Zealanders come from the hai 
fellow, well-met school; Mr Bolger passe 
out top. With a lot of instinctive populist 
on his side of parliament, he will find it har 
to offer the electorate much that is fresh. 

The other point in the governmenct's f. 
vour is the nature of New Zealand itself. 
politicians are going to force big changes o 
a country, it helps if the country is cohesiv 
and the people basically genial and polite. } 
New Zealand's small towns, life is as ordere 
as the carefully tended lawns and shrub» 
People have their amateur dramatics- 
"Who's Afraid of Virginia Woolf?” w 
playing at the Shambles theatre in one « 
town last week—their coffee mornings 
clubs. In a basically classless society, pain 
felt and shared more than it is resented. 

That said, there is a nasty strain cree* 
ing into Kiwi life, and one which the big pa 
ties cannot ignore: racial tension. Mr Dow 
las talks of "New Zealand's top priority 
whether we manage to achieve racial hs 
mony, racial co-operation". The countr* 
300,000 Maoris have been worst affected 
the rise in unemployment. They have fewa 
skills, lower incomes, shorter life expectar* 
than white New Zealanders. They have, 
other words, all the qualities of an undlil 
class—and they are living in a part of t 
world where indigenous groups have sw 
denly become much more vocal, even v“ 
lent, in pursuit of historical grievances. 
the outsider, it seems far fetched to say “T 
day Fiji and New Caledonia, tomorrow Nil 
Zealand". It is surprising how ma 


thoughtful New Zealanders do fear just the 
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Tax-tips and team-players 


FNASHINGTON, DC 


DVICE for President-elect George Bush 
IL À from two ex-presidents: discard the 
_»romise that helped to elect you president as 
wauickly and as gracefully as you can; how- 
z embarrassing this may be, you will be in 
rse trouble if you stick to your pledges. 
Jimmy Carter and Mr Gerald Ford have 
ined the chorus of people telling the presi- 
ent-elect that there is no practical way to 
arness the budget deficit without raising 
x revenue. After all, argues Mr Carter, a 
ite cynically, now that Mr Bush is back in 
ie real world, he should not find it insuper- 
ily hard to do what he promised so often 
d so emphatically in the unreal world of 
e campaign trail not to do. 
Mr Bush replies, as he must, that he has 
ot changed his mind. But he no longer 
-sunds so Pollyanna-like about America 
owing out of its deficit, or as gleeful about 
Jt raising taxes, as he did when running. 
owadays, he is defensive, even harassed: 
“is under no illusion, he says, that the job 
be easy but his views on how to bring 
deficit down were "overwhelmingly en- 
ied in the election". At a press briefing 
ovember 21st to announce appointees 
sh, who evaded press questions dur- 
































ing the campaign, is now, to the media's de- 
light, seeking them out) he turned with re- 
lief to Mr Richard Darman, his choice as 
budget director: "Dick Darman”, he said, 
"understands the numbers”. 

Mr Darman, aged 45, is a man of sharp 
atene who knows his budgets back- 
wards and who served as Mr James Baker’s 
deputy both at the White House and in the 
Treasury. He agreed cheerfully that he had 
read Mr Bush's lips and found the no-new- 
tax order unambiguous. When asked how 
he would get the intractable numbers to add 
up, he hinted that he would be looking at 
Medicare (the formidably popular health-in- 
surance programme for the elderly, with 


costs rising much faster than inflation) for - 


substantial savings. . 

— One of several things that are still une 
clear about Mr Bush's “friendly takeover" is 
its effect on the budget process. President 
Reagan will dump his last wish-list budget 
on Congress on January 9th. Mr Bush has 
the option of producing a later budget of his 
own (a double-act which critics said would 
be a variation on the bad-cop, good-cop rou- 
tine); but he tolda meeting of Republican 
governors this week that, on his first day as 


_ for the negotiating job. 





president, he would name a team to neg 
ate with Congress on ways to bring the d 
cit down. The implication is that the ag 
outline for a budget would emerge fr 
these negotiations. Mr Darman— who 
the reputation of a man who could sell | 
air to Congress if he wanted to—is a natu 





























Security easy, defence hard 
Mr Brent Scowcroft, whom Mr Bush 
pointed as national security adviser just | 
fore he left for a long Thanksgiving weeke 
in Maine, is as natural a choice as ^ 
Darman was. When Mr Scowcroft hel di 
job before, under President Ford, hi 
facing performance became the model. 
other advisers tended to be comparec 
(and, more often than not, were found 
ing). Unlike more than a few advisers, M 
Scowcroft has his ego well under control. 
Now aged 63, he retired from the 
force as a lieutenant-general. He is an inte 
gent, decent conservative, knowledgea 
on strategic weapons (a Midgetman fai 
and about government; his presence is. 
much sought on commissions. Mr Bush 
knows him well, respects his judgment a 
experience and trusts him to "shake mea 
wake me” if anything peculiar were found t 
be going on. But Mr Bush, who intends to: 
be briefed himself early each morning by the. 
Central Intelligence Agency, may not need 
much waking. : 
. Much the hardest appointment to fill so 
far has been the defence job; no decision w 
be announced until after the holiday wee 
end. Speculation on the nominee for de. 
fence secretary dodged about between 
weapons pundit and an able manager. Mr. 
Bush has made it clear that he does not wan 
someone who will fight for his patch, regard: 
less; he wants somebody who is "willing to 
take a fresh, tough look at the Defence D 
partment?’ in the light of the bulging budge 
deficit. 
Early in the week, the press, leaping 
ahead of Mr Bush, reported that a pund: 
Mr John Tower (a Texan who gained a fc 
midable reputation as the chairman of tl 
Senate Ármed Services Committee), h 
been offered the secretaryship on conditio 
that he ran the department in tandem with à 
deputy whose job would be to bring order to 
the defence-procurement business. But 
then, said the Washington Post, an argu- 
ment developed over which top appoint- 
ments Mr Tower would control. Mr Bus 
seems to be backing awav from the comm 
ment, made during the campaign, to gh 
cabinet officers freedom in naming. tl 
subordinates. None of these press re | 
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has been confirmed by the president-elect. 


and Carter. Their collective wisdom is that 
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chael Dukakis's patriotism, its misleading 


He agreed that the uncertainty was tough 
luck on Mr Tower, but said that this was the 
press's fault. 


Advice and resumes 


The reappointing of Mr Dick Thornburgh 
as attorney general, and of Mr Lauro 
Cavazos as education secretary, was a much 
smoother operation. Both took over their 
departments in the summer, with Mr Bush's 
backing. Mr Thornburgh has brought a 
sense of integrity to a Justice Department de- 
moralised by Mr Edwin Meese's tenure; con- 
servative Republicans are unsure of him, but 
they liked the other names floating round 
even less. Mr Cavazos, who had a head start 
by being a Hispanic (and from Texas), has 
gone on to win over the teachers alienated 
by his predecessor, Mr William Bennett. 
Mr Thornburgh and Mr Cavazos, to- 
gether with Mr Nicholas Brady, who was re- 
appointed to the Treasury last week, will 
probably be the only cabinet members to 
keep their jobs. The other cabinet posts, 
plus up to 1,400 junior jobs (about half of 
which would have to be confirmed by the 
Senate), are up for grabs. Washington is full 
of talk of “plum books", the official list of 
the 8,000 appointments a president could 
theoretically make, and of "prune books", a 
distilled version of the most demanding jobs 
published by the Centre for Excellence in 
Government. Mr Chase Untermeyer, Mr 
Bush's staff director (also from Texas), and 
the transition team working out of rather 
old-fashioned offices in Connecticut Ave- 
nue, are swamped with job applications and 
resumés, The National Women's Political 
Caucus has sent in hundreds of names of 
likely women; the conservative Heritage 
Foundation searched its talent-bank and 
weighed in with a ten-foot stack of folders 
containing 2,500 true-blue summaries. 
Unsolicited advice is distributed as gen- 
erously as job requests. As part of a thriving 
local industry, just about every think-tank, 
and quite a few lobbies, are holding semi- 
nars, publishing papers, pushing their view- 
points or their tips. The Brookings Institu- 
tion had a day-long seminar; the American 
Enterprise Institute plans a conference; the 
Institute for International Economics 
brought out a book. The Heritage Founda- 
tion, whose "Mandate for Leadership” was 
essential reading for the early Reagan revo- 
lutionaries, is publishing the third in the se- 
ries on January 2nd. As a distraction from 
the tax chatter, Heritage’s economic-policy 
recommendations, which have been distrib- 
uted in advance, say that priority should be 
given to a radical change in the budget laws. 
The weightiest advice, judged by the 
eminence of the people offering it, is con- 
tained in “American Agenda", the report of 
the bipartisan group of senior ex-officials 
(including Mr Scowcroft) and business and 
labour leaders chaired by ex-Presidents Ford 
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the budget cannot be balanced within five 
years without either increased taxes or deep 
cuts in all spending. Their preference in- 
cludes. higher taxes on petrol, alcohol and 
cigarettes, and lower cost-of-living increases 
for old-age pensioners. The ex-presidents, as 
well as urging Mr Bush to go back on his 
promise, suggest that he invite congres- 
sional leaders for a long December weekend 
in a secluded spot somewhere outside 
Washington. 





Party chiefs 


The spoils of war 


UST when the Democrats thought that 

things could not get worse, they did. Mr 

George Bush has rewarded his rough, 
tough campaign manager, Mr Lee Atwater, 
with a job in which he can be even rougher 
and tougher. In January Mr Atwater will be- 
come chairman of the Republican National 
Committee, the party's top post, and will 
turn his considerable political skills to the 
task of unseating Democratic governors, 
congressmen and state legislators. 

The Democrats can be forgiven for feel- 
ing uneasy. At 37, Mr Atwater is a success 
ful, outspoken, professional campaigner 
whose tactics, though not always making 
him friends, work. Along with Mr James 
Baker, the soon-to-be secretary of state, Mr 
Arwater is generally credited with turning 
Mr Bush's campaign around and leading it 
into the White House. But he is also criti- 
cised for much of the negative tone of the 
campaign: its implicit questioning of Mr Mi- 


Elevation of a tough guy 





use of Willie Horton, the furloughed mur- 
derer from Massachusetts, to paint Mr Du- 
kakis as “soft” on crime, and the incessant 
(though generally accurate) portrayals of Mr 
Dukakis as a liberal. This is the otherwise 
personable Mr Atwater's style. His previous 
campaigns—in which he guided a variety of 
candidates—are said to be rife with exam- 
ples of no-holds-barred politicking. He is, 
nonetheless, a winner. 

Mr Atwater says that one of his first 
tasks will be to try to bring more black and 
Hispanic voters into the Republican fold. 
But his main concern (Mr Bush, a former 
chairman himself, has so instructed) will be 
to prepare his party for “redistricting’’—the 
redrawing of legislative and congressional 
boundaries—that will follow the 1990 cen- 
sus. In that, the groundwork has already 
been laid by the outgoing Republican chair- 
man, Mr Frank Fahrenkopf. As party chief 
Mr Fahrenkopf has had mixed results: 
has seen two Republicans elected to the 
presidency and the number of Republican 
governors increase substantially, but he has 
had noticeably little success in improving 
his party’s lot in Congress. His true effec- 
tiveness, however, will not be known until 
after redistricting. He has spent much time, 
money and energy trying to improve the 
state and local branches of the party. If he 
was successful (and the 1988 state legislative 
results were a disappointment), Mr Atwater 
will be the reaper. 

As for the Democrats, they are not yet 
sure who will chair the Democratic National 
Committee next year. Party officials have 
made it clear that they would like Mr Paul 
Kirk, the current chairman, to stay on. De- 
spite the Democrats' loss of 40 states to Mt 
Bush in the election, Mr Kirk is generally ap. 
plauded for his attempts to have the party 
nominate a moderate, winning candidate: 
he is not blamed for its failure to do 
Should Mr Kirk decide not to run for ch: 
man again, two of the likely contenders are 
Mr James Jones, a centrist Oklahoman whe 
chaired the House Budget Committee ir 
1981 when President Reagan ran roughshoe 
over it, and Mr Ron Brown, the Rev Jess: 
Jackson's campaign manager. That, in min 
iature, is the state of the Democratic party. 


America and Mexico 


A new start 


WASHINGTON, DC 


N Mr George Bush travelled t 
Houston on Tuesday to meet Pres 
dent-elect Carlos Salinas, he was demos 
strating the importance the United Stat 
attaches to supporting Mexico in its ee 
erous passage through debt ani 
democratisation. The bland public stat 
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j^ WASHINGTON, DC 


HEN Lee Harvey Oswald's bullet 
| (for his it was, without a doubt) tore 
| into President John Kennedy's brain on 
| November 22 1963 on a street in Dallas, 
| the Washington correspondent of The 
| Economist wrote of the country having 
| been “shocked half out of its wits”. The 
| shock, having run a subterranean course 

these 25 years, has raised its head in full 
-force at the anniversary, as the blast of 
* coverage by print, radio and above all tele- 
vision (for the assassination was a huge 
television event) appears to witness. 

The outpouring is full of perplexity. 
People feel that the nation suffered a loss 
not to be measured by Kennedy's modest 
legislative, political and diplomatic 
machievements. The feeling is not baseless: 
there was about the Kennedy presidency a 
. Class, a style, a youthfulness, a grace and 

wit and imagination that are not quantifi- 
able. These things were felt not only in 
America, but around the world, where the 
outpouring of distress at the assassination 
was unexampled. | 






aere MA OR 


T Matters are made no better by the dif- 
*— ficulty that the public still has in accepting 
$ the official interpretation of the event, ar- 


rived at in 1964 by the Warren Commis- 
sion over which the chief justice of the 
United States, Earl Warren, presided. The 
commission concluded that the assassina- 
tion did not result from any conspiracy, 
but was carried out by Oswald acting 
alone; that the three shots fired were his, 
and President Kennedy and Governor 
John Connally of Texas (who was 
wounded) were struck by bullets from 
only one direction; that police careless- 
ness then allowed Jack Ruby, a night-club 
wner with Mafia connections, to kill Os- 
"wald, but that Ruby, too, was acting for 
nobody but himself. 
— The public questioning of these con- 
clusions will not be silent. A poll taken 
| jointly by the New York Times and cas 
. " News last month indicated that only 13% 
— Of the persons questioned believed Os- 
> wald was acting alone, while 66% believed 
there was a conspiracy. That people kill 


-. each other for no reason is common 


_ knowledge, but there is still a basic im- 
‘plausibility about it. Committee has fol- 
lowed committee, book has followed 
book, facts have been piled up in vast 
numbers, but gaps remain and analysts 
- pick at them. 

~~ A contributory factor is that in the tur- 











emembering Dallas 


themselves in a hostile place. Kennedy 
himself said, when about to leave Fort 
Worth for Dallas on his last morning, 
"We're headed into nut country now." 
When he was pronounced dead, the over- 
whelming impulse of his entourage was to 
carry his body back to Washington in the 
utmost haste. About the only calm ones 
seem to have been Mrs Kennedy, whose 
deportment was flawless through the 
whole sequence from murder to state fu- 
neral, and Vice-President Johnson, firmly 
imposing order on the transfer of office. 
Bullets and bits of lead were collected 
without precise documentation. Whether 
the same bullet could have killed Kennedy 








and wounded Mr Connally is argued 
about to this day. The remonstrations of 


local officials, that such procedures as au- 


topsy and inquest ought to be carried out 
in the county where the death had oc- 
curred, were violently brushed aside. 

The autopsy performed at Bethesda 
Naval Hospital was described on a Nova 
telecast, shown on many public television 
stations in the past week, as deficient in 
several important respects. The same pro- 
gramme aired the unexplained question 
of why the body arrived for autopsy in a 
different cofin and a different bag from 
those in which it left the Dallas hospital. 
What became of Kennedy's damaged 
brain nobody seems to know. 

The dissenters, or some of them, are 
trying to show that the corpse may have 
been tampered with in order to support 
one theory and discredit another. Since 
the Warren report appeared, several com- 
mission members have complained that, 
out of deference to Kennedy family 
wishes, they were not allowed to see the 





Death of a president, birth of a controversy 





















autopsy and X-ray photographs, but ha 
to be content with hearing the conch 
sions of the medical witnesses. — — 
Theories of conspiracy and sup 
sion of evidence did not command su 
ready hearing in 1963 as they do toda 
when a string of deceptions, cover-ups, 
scandals and fiascos has worn public con 
fidence ragged. Some disclosures of the in- 
tervening period have fed scepticism . 
about the Warren Commission's work. It 
came out in the 1970s that the Centr 
Intelligence Agency mounted a whole se- 
ries of assassination plots against Mr Fidel 
Castro between 1960 and 1965, thus pro- 
viding him with a motive for acting 
against President Kennedy (which, so fa 
as anybody knows, he did not do)... - 
The cia did not disclose this fact to th 
Warren Commission, even though oni 





























the commission's members, Allen Dulles, 
had been director of the cia until 1961. 
Similarly the Federal Bureau of Investiga- 
tion waited until 1975 to come up with in- 
formation about small transactions which 
it had with Oswald and with Ruby that 
the commission would have been glad to 
get in 1963, 

The assassination literature flourishes. 
Mr David Belin, the Des Moines lawyer 
who was a counsel to the Warren Com- 
mission, is about to publish his book "Fi- 
nal Disclosure". He will maintain that the | 
commission was right. "The Oreat Expec- | 
tations of John Connally”, by James Res- 
ton, junior, will come out next year. He 
will recall Oswald's grievance against 
Governor Connally, arising from the time 
when Mr Connally was secretary of the 
navy and Oswald was stripped of his hon- 
ourable discharge from the marine corps. 
Mr Reston’s conclusion, unless he 
changes his mind, will be that it was not 
the president, but Governor Connally, 
whom Oswald was out to kill. 
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The presidents-elect 


ments, after a lunch at the Johnson Space 
Centre with gold truffles on the menu, con- 
tained no hint that Mr Salinas had asked, or 
Mr Bush had responded to, the question 
that is believed by experts in both countries 
to matter the most. This is whether the new 
American administration is prepared to lead 
an international effort to manage Mexico's 
debt in a way that would allow the Mexican 
economy to breathe and Mexican politics to 
settle down. 

Mr Salinas, who praised the conversa- 
tion as "positive, respectful and cordial", 
said that he was satisfied that Mexican- 
American meetings were to continue at cab- 
inet level. That organisational decision may 
be all that can be accomplished until Mr Sa- 
linas, on December 1st, and Mr Bush, on 
January 20th, become the presidents of their 
countries. 

On the surface, the two presidents-elect 
share a concern with huge international 
debts, the fight for exports, the plague of 
government deficits. But American adminis- 
trations, vexed as they are with their own 
problems, accept that these are dwarfed by 
Mexico's—a stagnant economy, foreign in- 
terest payments that may soon consume 
more than half the country's export earn- 
ings, a labour force growing by 3.5% a year, 
people exhausted by austerity—and have 
helped their neighbour several times since 
1982, most recently with a bilateral bridging 
loan of $3.5 billion. Not the right approach, 
say those Americans who are calling on Mr 
Bush to campaign, with the Europeans and 
the Japanese, for more imaginative solu- 
tions: a debt management facility, for in- 
stance, to purchase Mexico's debt at current 
market values. 

Mr Salinas, a former planning and bud- 
get minister with a fistful of degrees from 
Harvard, has a shaky electoral base (his vic- 
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tory is challenged) but the intellectual cre- 
dentials to explain Mexico's case to an 
American audience. Still, history shows that 
Americans tend to pronounce each new 
Mexican president a hero and each depart- 
ing one a villain. 

President Miguel de la Madrid was 
hailed at the time of his inauguration, but 
two years into his six-year term relations had 
hit rock-bottom. Senator Jesse Helms's for- 
eign-policy subcommittee was pounding 
Mexico for doing so little to prevent the 
trans-shipment of cocaine and for thwarting 
American policy in Central America. Amer- 
icans were outraged by Mexican indiffer- 
ence to their interests, Mexicans angered by 
American insensitivity. Relations improved 
when Mexico dropped its active interest in 
the Nicaraguan imbroglio, glad to leave this 
problem to the Central Americans them- 
selves. Now United States involvement is 
fading. But the drug traffic across the long, 
porous border continues—with the Mexi- 
cans, and some Americans, believing that 
more emphasis should be switched from try- 
ing to curb supply to cutting America's vo- 
racious demand. 

"Because of  [American-Mexican] 
asymmetries, complexities and history," 
writes Mr Jorge Castaneda, a Mexican po- 
litical scientist who has just published a 
stimulating book called "Limits to Friend- 
ship” (Knopf), "ties between the two na- 
tions, while manageable, are not really im- 
provable.” Mr Robert Pastor, Mr 
Castaneda’s American co-author, quotes 
Talleyrand, who said "I wonder what he 
meant by that” when he heard of the death 
of a rival. That’s Mexicans for you, argues 
Mr Pastor, conspiracy theorists to a man, 
their view of the United States slanted by 
historical grievance. Americans, who are in- 
herent problem-solvers, can quite often act 
from goodwill. Mexicans assume, not always 
correctly, that Americans are always acting 
out of self-interest. The United States, say 
Mexicans, is not so much a problem-solver 
as the problem itself. The two authors seem 
to share the unease they write about in the 
open argument that runs through their sep- 
arate chapters. 

Not so the Bilateral Commission on the 
Future of United States-Mexican Relations 
which, after two years of study and meetings 
paid for by the Ford Foundation, has wres- 
tled its way to the miracle of a joint report, 
and joint recommendations. The Mexican 
and American governments, suggests the 
commission, should set up a permanent cab- 
inet-level commission to work out economic 
problems. 

They should move gradually towards 
free trade, sector by sector (Mexico is Amer- 
ica’s third largest trading partner, after Can- 
ada and Japan). The Mexican government is 
urged to be more open and more consistent 
towards foreign investors; the United States 
is urged to broaden the amnesty limits for 
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undocumented immigrants (nearly three- 
quarters of the immigrants who applied for 
legalisation were Mexican). 

The consensus breaks down on foreign 
policy, on which American and Mexican 
members acknowledge their differences. 
And the commission does not attempt to ex- 
plore Mexico's new political pluralism, The 
United States, grown accustomed to Mexi- 
co’s stable one-party system, is uncertain 
about the country's democratisation: it is 
nervous but can hardly condemn it. In De 
cember Mr Cuauhtemoc Cardenas, the left- 
of-centre opposition leader who challenged 
Mr Salinas so closely, will be coming to 
Washington. Americans may then learn a 
little more about their neighbour's new po- 
litical volatility. 
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Housing 


The letter of 4 
the law 


TARRETT City in Brooklyn is the larg- 

est federally subsidised housing develop- 
ment in the country. It houses 20,000 peo- 
ple in 46 subsidised tower blocks. Until this 
month it followed a system of racial quotas 
in an effort to maintain a racially integrated 
population. In practice this meant that 
about two-thirds of the flats were let to 
whites, with a fifth going to black families 
and the remainder to Hispanics and Asians. 
To maintain these ratios, when a white fam- 
ily moved out only another white family 
could succeed it. Blacks on the waiting list 
could fall heirs to flats only when blacks 
moved out. By all accounts the resident: 
lived harmoniously together. But the quota 
produced a waiting list of 18,000 blacks arx 
Hispanics, who waited ten times longer t' 
whites. 

Starrett City's quota scheme went ur 
challenged for nine years, until 1984, whes 
the Justice Department filed a suit chargin 
that it contravened the federal Fair Housin 
Act of 1968. On November 7th the Sc 
preme Court in effect upheld lower-cous 
decisions in favour of the Justice Depar* 
ment, turning a deaf ear to the plea that th 
quota system had been used to prever 
white flight from the complex. 

The fact that it did so without hearir 
the arguments itself means that no judici 
precedent has been established. But its r 
fusal to interfere casts doubts on simila 
plans elsewhere: for example, in Montgor 
ery county outside Washington, DC, whic 
allots about a third of its 900 low-cost hou 
ing units under a quota system. Starrett Ci 
has had no choice but to drop its system * 
quotas, which means that in all probabilil 
the complex will become largely occupied | 


blacks, although raising rents may slc 
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Marco Polo International 
brings a touch of Europe to Asia. 
The American Express Card 
adds a world of privilege. 








As soon as you enter any Continental room of The Marco American Express. Take, for example, Assured Reservations", 
Polo Singapore or The Hongkong Hotel, the difference will be Your room will be waiting for you, no matter how late you 
apparent. A distinctly European feel. In decor. In service. arrive. Should your plans change however, simply call by 6 p.m. 
Chippendale furniture complemented by local time and ask for a cancellation number so you won't be 
elegant wood panelling and sumptuous billed. 
carpeting. Private floor butlers on hand lust one of the many 
to assist with your every need. privileges of Cardmembership; AMERICAN 
SEMARCO POLO It's a commitment to unsurpassed there to be enjoyed at any Marco EEXEBES: 
INTERNATIONAL standards of service. One shared by Polo International Hotel. 
Marco Polo International Hotels. In Hong Kong - The Hongkeng Hotel, The Marcu Palo, The Prince Hotel. In Singapore — The Marco Polo 
For reservatians please contact the hotels direct; The Hongkong Hotel - Tel (852) 3-676011. Fax (852) 3;7234850. Thy 43838 Hi INHO HX 


The Marco Polo Singapore - Tel (6514747141, Fax (65) 4710521, Tix 21476 BEDTEL RS 


"There's a very good partnership 
between I BM and us.” 


— Ardi Sutedja Director, P.T. Indomobil Niaga International, Jakarta, Indonesia 
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Not long ago, Indo Mobi 

only small Suzuki motorcycles. Today, in 
addition to producing Mazda, Volvo and 
Nissan cars, it also assembles 10-tonne Hino 
trucks. In many ways the size difference 
between a Suzuki motorcycle and a Hino 
truck symbolises what has happened to Indo 
Mobil. It is ten times as big today as it was 
just five years ago. 


“In developing our 
database, we got great 
help from IBM. 


They appointed one 


person just to assist us.” 
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How do you grow so big so fast and not trip 
up on your own success? For Indo Mobil 
Group, a key ingredient in managing growth 
was choosing the right partner: IBM. 
‘Together, Indo Mobil and IBM planned a 
computer system that would expand to meet 
the car maker’s needs far into the future. 
_IBM consulted on software requirements, 
advised on system capacity issues and 
carefully supervised the installation and 
setting up of the system. 
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manufacturers. 
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The system was originally designed to — 
automate order-processing and financial. 
functions, but because the expansion requis 


expansion is in store. Indo Mobil is add 
manufacturing and inventory control 
functions and eventually hopes to link =~ 
directly to dealers. Thanks to IBM, it has f 
partner to build with. 
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Swissair's Europe. The portrait of a continent. 
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Run a critical eye over the Swissair timetable for Europe, and you'll find it’s a masterpiece 
of structure and content. Drawing on a palette of some 50 cities, it also presents the unique 
choice of three different perspectives: reasonably priced Economy Class, comfortable Business 


Class and luxurious First Class. All of which inspires more and more z : 
discerning travellers to discover the pleasures of flying Swissair. SWISSGIGIT 


down the process. 

The Reagan administration has filed 
similar suits in other states. In ten of them, 
federal courts have accepted its argument 
that minorities bringing the suits need 
prove only that discrimination exists, not 
that the discrimination was intentional. But 
in another housing case decided on the 
same day, the administration changed its 
stance, arguing that the plaintiffs must show 
that officials of the town of Huntington on 
Long Island used their zoning powers to pro- 
hibit multi-family housing (all that many 
blacks can afford) to confine blacks to one 
small area. This would be harder for minor- 
ities to prove. The Supreme Court did not 
consider this argument, on the grounds that 
a discriminatory effect had been shown. 

Huntington is far from unique. Subur- 
ban towns all around New York take a simi- 
lar stance to keep out poor people, particu- 
larly members of minority groups. The 
P- is familiar all over the country. 

ousing authorities in Chicago and Char- 
lottesville have themselves been sued be- 
cause of their use of quotas. But winning a 
case against them does not automatically en- 
sure that housing which poor people can af- 
ford will be built. The cost of land is high, so 
is the cost of construction. No federal costs 
rose more rapidly duing the 1970s than the 
cost of subsidised housing. And federal fi- 
nancial help has withered away in the years 
since Starrett City was built. It is calculated 
that just two districts in New York state— 
Long Island and Westchester—need 
100,000 affordable flats or houses. Connect- 
icut needs almost twice that many. 

New Jersey is one state that is trying to 
tackle the problem. Court decisions have re- 
quired that the state’s 567 communities 
must zone some of their land for low- and 
moderate-income housing, even if this 
means, as it does in some cases, tearing 

own existing housing to make way for 
—»cks of flats. However, only a third of the 
towns and cities have so far submitted their 
plans to comply. 








Bess Myerson 


The biggest show 
in town 


BNEW YORK 







HE one-time Miss America turned tele- 
vision star and politician, Miss Bess 
eyerson, is now starring in what may be 
ew York’s best dramatic production. But 
eclon’t look for it on Broadway; this soap op- 
wera is playing to rave reviews in a federal 
court house in Manhattan. 

The plot: aging beauty queen (Miss 
yerson is 64) falls for young millionaire 

r contractor (Mr Andy Capasso, Miss 
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Falling star 





Myerson’s boy friend and co-defendant, is 
43). He tries to divorce his wife. Things turn 
nasty. Miss Myerson and Mr Capasso are 
charged with buying off the elderly judge 
presiding over the divorce. 

The even more intriguing subplot: the 
alleged bribe to Judge Hortense Gabel, 75, 
was not the traditional cash-stuffed enve- 
lope, but a job for the judge’s daughter, 
Sukhreet, an emotionally troubled woman 
who was once treated for depression in hos- 
pital. Miss Myerson, then New York's com- 
missioner of cultural affairs, hires Miss 
Gabel as her $13,000-a-year assistant. Two 
weeks later Judge Gabel slashes Mr 
Capasso's alimony payments by two-thirds. 

The “Bess Mess", as the melodrama is 
known, reflects the public’s fascination with 
Miss Myerson, who was born in a Bronx 
housing project and became the first Jewish 
Miss America in 1945. She is credited with 
helping to elect New York’s mayor, Mr Ed 
Koch, in 1977. She campaigned at his side 
to dispel worries about Mr Koch's bachelor 
status and later became a trusted member of 
his inner circle. 

Then came the downfall, which in- 
cluded Miss Myerson's arrest for shoplifting 
and the revelation that she had written a 
spate of poison-pen letters to the girl friends 
of a previous lover. Now Miss Myerson, 
Judge Gabel and Mr Capasso (who has al- 
ready been convicted of tax evasion) face 25 
years in prison in the divorce-fixing case. 

When the alleged bribery plot began to 
unravel, Miss Gabel testified, Miss Myerson 
showed up on her doorstep, wearing over- 
sized lavender glasses and a bandanna, and 
warned her to "keep your mouth shut”. 
During an hour-long, night-time walk 
around Manhattan, Miss Gabel said, Miss 
Myerson told her: “The trouble with you is 
that you remember too much. You have to 
learn to forget more. I've forgotten more 
than you have ever known." 


Miss Gabel stole the show during her 
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two weeks as the prosecution's star witness, 
basking in the limelight of what she de- 
scribed as her "15 minutes of fame." She 
testified willingly, even enthusiastically, 
against her own mother, the judge. At the 
government's request, Miss Gabel had se- 
cretly recorded telephone conversations 
with her parents. She took four shopping 
bags of documents from her mother's flat 
and turned them over to federal prosecu- 


tors. She admitted a lifelong resentment of 


her parents and declared it a "thrill" when 
her mother was indicted. Yet she continued 
to profess love for her mother, kissing her 
each day before her testimony and sending a 
red rose to the defendants' table. 

Miss Gabel's testimony appeared dam- 
aging at first. She said she had told her 
mother that it was wrong to oversee the 
Capasso divorce, given their friendship with 
Miss Myerson. But Miss Gabel turned out to 
be a defence lawyer's dream. Hadn t she lied 
under oath to a grand jury? Hadn't she con- 
tradicted her own testimony time and again, 
sometimes failing to recall what she had said 
the day before? Hadn't she undergone elec- 
tric-shock treatments for depression and ad- 
mitted that her memory sometimes resem- 
bled "Swiss cheese"? Miss Gabel even said 
she could not guarantee that she wouldn't 
change her story again next month. 

In the end, the defence had little trouble 
portraying Miss Gabel as an erratic, atten- 
tion-starved witness. The day after her testi- 
mony was completed, she returned to the 
courtroom as a spectator, only to be tossed 
out by the judge. She held a press confer- 
ence in the hall instead. 

The entertainment continued when Mr 
Capasso's ex-housekeeper, London-born 
Mrs Shirley Harrod, gave a colourful ac- 
count of life at his Long Island mansion. 
Mrs Harrod said that Miss Myerson and Mr 
Capasso were constantly complaining about 
his greedy ex-wife and had celebrated when 
the judge reduced his alimony. As she re- 
counted these overheard conversations, 
Mrs Harrod was asked if she listened at key- 
holes. "Oh yes, I’m good at that,” she said. 

If these opening episodes are any indica- 
tion (the biggest disappointment so far was 
Mr Koch's dull testimony on November 
22nd), the Bess Myerson saga will be playing 
to sold-out crowds until its scheduled run is 
completed. That will be around Christmas. 





Dartmouth College 


Hight unrest 


WASHINGTON, DC 


W HAMPSHIRE'S Dartmouth Col- 
lege has again been subjected to an 
ugly rift between the college and the Dart- 
mouth Review, a tabloid newspaper pub- 
lished off-campus by right-wing conservative 
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appeared in the Review likening the col- 
lege's president, Mr James Freedman, who is 
Jewish, to Adolf Hitler. The tone of the arti- 
cle, which the editor of the newspaper says 
as misinterpreted, brought accusations of 
anti-Semitism and was enough to cause the 
:college's board of trustees to write to all 
.Dartmouth's students and academics ex- 
2 pressing shock and outrage at the newspa- 
per's action. 

This is mild compared with the college's 
esponse to another confrontation last 
pring. A disciplinary panel, seeing before it 
tudents rather than journalists, found four 
contributors to the Review guilty of harass- 
ng a black music professor, Mr William 
le. The students were either put on pro- 
yation or suspended. They have now re- 
ponded with a lawsuit. 

What caused the newspaper's ire against 
Mr Cole, who has a taste for avant-guarde 
azz, were his lecture style (said to be ram- 
ling) and his apparent use of expletives— 
ll anathema to editors of the Review, who 
hampion politesse and rigid, old-style edu- 
ation. The paper published a transcript of 
ne of Mr Cole's lectures to make its point 
ind called his class one of the most academi- 
ally deficient at the college. This led to a 
houting match (with reported shoving) be- 
tween Review staffers and Mr Cole after one 
_of his lectures. It was just the latest in a series 
of confrontations between the newspaper 
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own lawsuit against the newspaper two years 


ago when it it described him as being like “a 
used Brillo Pad". The disciplinary E 
found the students guilty of.harrassing Mr 
Cole, of improperly tape-recording the inci- 
dent, and of the rather Orwellian charge of 
“vexatious oral exchange”, 


In its eight-year history, the provocative | 


and bellicose Review has had many run-ins 
with the college. It has also been accused of 
being racist. A few years ago the newspaper 





published a parody of less-educated black 
speech patterns ("Dis Sho' Ain't No Jive 
Bro"). Other articles have been invectives 
against the college's past three presidents 
and against minorities, women and homo- 
sexuals. In 1986, when 12 students faced dis- 
ciplinary proceedings for pounding sledge- 
hammers into a cluster of shanties built on 
the college's green (a protest by other stu- 
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business in South Africa), ten of them 
worked for the Review. That was enough to 
persuade so stalwart a conservative as Mr 
Jack Kemp, the departing congressman, to 
withdraw as a sponsor of the newspaper. 

The Review has gloried in its rebellious- 
ness since the paper was founded in 1980, 
but now it is crying foul. The editors say 
they are treated as outcasts for preaching 
against the college's comfortably liberal as- 
sumptions. Perhaps, but their claim to be a 
David to Dartmouth's Goliath is somewhat 
disingenuous. Although the paper has only 
a small student following, it is financed by 
wealthy graduates who think that permis- 
sive administrations at the college have sent 
the the institution down hill. As a result, che 
Review is safely independent of the college 
(and former staff members have found jobs 
with the Reagan administration and th 
campaign of Mr George Bush). The stud 
journalists had little difficulty in raisir 
money for their lawsuit. 

They are accusing the college's adminis- 
tration of reverse discrimination, of per- 
secuting white students because they con- 
fronted a black professor. Their expected 
endorsements from established conserva- 
tives, such as Mr William Buckley, have 
been joined by the American Civil Liberties 
Union (so reviled by Mr Bush during the 
presidential campaign). 
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OF COURSE YOU COULD 
SOMEWHERE ORDIN 


LONDON 


For further details, contact The Savoy, The Strand, London VVC2R OEU. Telephone: (0H 836 4343. Telex. 24234. 









but... Heads of State don't stay. 

ordinary hotels, nor do Tycoonsor 

Celebrities. Ordinary hotels don't inspi 

songs and books, playsand films, .— 

if you want the right address in London 

reserve now. Like London itself, The Savoy 
i$ always in season - there's nowhere 
„Quite like it. a 
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At The Economist we are keen to improve and develop all aspects 
of service to our subscribers. 


We have recently opened new offices so we now have sales and 
distribution people in Frankfurt, Paris, Hong Kong, and Singapore. 


In addition our International Subscription Fulfilment Service has just 
moved to new purpose-built premises outside London. The new 
address is on the right. So... 


. When you have questions about your subscription, or if you want 
to renew it, or increase the number of copies, don't hesitate to 
contact us. 


If you have suggestions, especially about ways in which our service 
can be improved, then we are very keen to hear from you. 


Changing address? Just notify us at least four weeks in advance. 
. You can use the special change of address form on the sheet 
carrying your address label each week, or call us directly with full 
` details. 


Please note: In all communications, help us to fulfil your request 
promptly by quoting your personal Customer Reference Number. 
This appears on the address label, as indicated opposite. Better 
still, simply return the entire label with your instructions or inquiry. 
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Earnings per share 
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| Dividends per share a 63 pence | up 12.5% 
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. Profits rose in all business sectors, and margins increased. At the same 
time investment in research and development and marketing prew: 
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Th ading Profits 


Sales 
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Our prescription medicines m a adva neces, Mo our newest introductions — for 
| skin infections, arthritis and heart attacks — are being well received. 

Over the counter medicines recorded higher market shares for many products: the 
U.S. for example recorded the strongest ever brand position for Tums antac id, 
which has recently been extended with a liquid formulation. 

Profits from toiletries, drinks and other consumer produc ts were ahead, and 
cosmetics recorded substantial profit improvement. Sales of U.K. drinks grew 22% 
and the U.S. had higher sales following the introduction of new tartar-control Aqua- 
fresh toothpaste. 

We have a more clearly defined strategy ~ concentrating on health and personal care, 
and a new management structure including top professionals in research, product 
development, marketing and finance, all of whom are committed to continuing 
 Beechams5 growth. | 
Quality products and brands. Innovative research. Imaginative marketing. 
Committed employees. 


< Beecham Group BID. 
The Right Prescription for S uccess. 








ud Interim Report ple ease write to: The Corporate Communications Director, Beecham House, Brentford, Middlesex, TWS IBD. 
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INTERNATIONAL 


The ups, downs and ups again 
of Brian Mulroney 


FROM OUR CANADA CORRESPONDENT 


This time he gilded the lilies 


HE home-town crowd in Baie Comeau 
joined their local hero in a French-ac- 
nted rendering of "When Irish eyes are 
iling”, and kicked Tory blue balloons 
around the hockey arena. The Irish eves in 
question belonged to a jubilant Mr Brian 
Mulroney, who had just told the television 
cameras that his re-elected government 
would reconcile Canadians and ensure their 
country's economic renewal. 

The prime minister set himself the same 
tasks after his first victory, in 1984. He reck- 
ons they are half-completed, with the Meech 
Lake accord on federal-provincial arrange- 
ments, in 1987, and the free-trade agree- 
ment he signed with President Reagan in 
January. Now for the other half. 

Mr Mulroney's Progressive Conserva- 
tives won the election on November 21st 
with 170 seats, against 82 for the Liberals 
and 43 for the New Democrats. The Liberal 
leader, Mr John Turner, had turned this 
election into the equivalent of a referendum 
on the free-trade agreement. True, the To- 
ries’ contingent is smaller than the 211 
members they had in the last House of Com- 
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mons, and the party won only 4396 of the 
popular vote. But everybody agrees that the 
prime minister can now legitimately push 
enabling legislation for the free-trade deal 
through parliament by the agreed deadline 
on January Ist. 

In Canada as in Britain, a parliamentary 
rather than a popular majority is what mat- 
ters. Until quite late in the campaign it was 
by no means clear that Mr Mulroney would 
get either sort. The free-trade agreement's 
critics say that, as it cuts tariffs to a mini- 
mum over ten years, it will cause a draining 
southwards of the industries which have 
flourished in Canada, particularly in On- 
tario. Mr Mulroney commented after the 
election that the agreement was “very gently 
phased", and that Canada had excellent 
programmes for retraining displaced 
workers. 

The prime minister had earlier de- 
fended the agreement on a rather different 
ground, that it will win secure access to the 
United States for Canadian exports that 
might otherwise be hit by American protec- 
tionism. But the agreement offers no formal 


guarantees, and the Americans may take - 


five vears to decide what they consider an 
unfair subsidy that merits a countervailing 
duty. So Mr Mulroney has grown keener to 


talk of the stimulus which the fresh winds of — 


competition may bring to firms in Canada. 

As for national reconciliation, he hopes 
the Meech Lake accord—provided it gets 
ratified by the two hold-out provinces of 
New Brunswick and Manitoba—will do 
much for him. The accord was little dis- 
cussed during the campaign, except in the 
Yukon and the Northwest Territories. 
There the opposition parties won all the 


seats, because voters are angry that the ac- 
cord makes their advance to provincehood : 


dependent upon the unanimous approval of 


- 4. 


the present ten provinces. In the free-trade - 


hubbub, small attention was paid to those, 
such as the former Liberal prime minister 


Mr Pierre Trudeau, who believe that Meech | 


Lake dangerously weakens the central gov- 
ernment's powers. 

The election result raised the question 
of national unity, if only because Canada's 
five regions voted in such different ways. 
The Atlantic provinces swung decisively to 
the Liberals, who took 20 seats to 12 for the 
Conservatives. The electors of Prince Ed- 
ward Island, for instance, having voted in a 
recent referendum for a “fixed link” to the 
mainland, now so strongly dislike the plan 
for a bridge that they threw out all the To- 
ries, including the environment minister, 
Mr Tom McMillan. The Newfoundlanders, 
promised $1 billion by the federal govern- 
ment to exploit their offshore oilfields, bit 
the hand that fed them. 

Quebec, by contrast, now looks like a 
Conservative stronghold, at least in the fed- 
eral parliament. The Liberals, who long re- 
garded the province as their parish, hold 
only 12 of its 75 seats. The Tories' triumph 
in Quebec is due in equal parts to affection 
for Mr Mulroney, a native son; to gratitude 
for his largesse; to the support of Quebec's 
Liberal premier, Mr Robert Bourassa, for 
the trade agreement; and to Mr Turner's in- 
ability to recruit strong Liberal candidates. 


* 


A 


Mr Turner’s footing in Quebec is further 


weakened by the loss of his main lieutenant, 
Mr Raymond Garneau, and of the outstand- 
ing Mrs Lucie Pépin. 

Ontario split evenly: 47 Tories, 42 Lib- 
erals, ten New Democrats. In the last two 
weeks of the campaign business organisa- 
tions there spent millions advertising the 
merits of free trade, and drowned out the 
voice of the unions. Some of the agree- 
ment's critics went overboard in their at- 
tacks on it. Their virulence failed to per- 
suade the wavering voters, who grew weary 
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INTERNATIONAL - 


Those flighty Canadians 


EPENDABLE, yes, reasonable, of 

course, phlegmatic, prudent—the 
qualities commonly associated with Ca- 
nadians sit oddly with their behaviour in 
elections. They were flightier than usual 
in this one. The 60 days of battle opened 
with the opinion polls showing Mr Brian 
Mulroney's Progressive Conservatives 
far ahead of Mr Ed Broadbent’s left-lean- 
ing New Democrats; Mr John Turner's 
Liberals lay a distant third. Midway in 
the campaign the polls put Liberals first, 
Tories second, New Democrats third. 
On election day the voters' chose Tories, 
Liberals, then New Democrats. 

To win re-election in Canada is a no- 
table achievement. Since the days of Wil- 
liam Lyon Mackenzie King, who was 
prime minister for all but six years be- 
tween 1921 and 1948, Canadians have 
thrown out their governments like old 
shoes. In 1958 they handed Mr John Die- 
fenbaker's Tories 208 (out of 265) seats; 
they cut him down to 95 two elections 
later, in 1963. In 1980 Mr Pierre Tru- 
deau's Liberals won with 147 seats; in 
1984 under Mr Turner they were back in 
opposition with a mere 40. 

Why are the voters so mercurial? In 
part, because Canadians are even more 
suspicious of Ottawa than Americans are 
of Washington, or Australians of Can- 
berra; there is always a province where 
anti-federal feeling is strong. Moreover, 





of Mr Turner's reiterated passion. 
Two of the three prairie provinces and 


- British Columbia followed an old Canadian 


tradition, by which voters often choose as 
their federal representatives opponents of 
their provincial government. This brought 
gains for the Liberals in Manitoba and for 
the New Democrats in Saskatchewan and 
British Columbia. Canada's diversity is not 
going to be ironed out by such mere details 
as an electoral triumph, a constitutional ac- 
cord or a trade agreement that may change 


the habits of decades. 





South Africa 


On and off 
death row 


FROM OUR SOUTH AFRICA CORRESPONDENT 


OME were saved from the gallows, some 
joined the queue. On November 23rd 
South Africa's President Botha commuted 
13 death sentences to long terms in jail; 
those saved were a balanced contingent in- 


first-past-the-post voting by ridings (or 
constituencies, as the British call chem) 
exaggerates swings. 

In 1980 the Quebeckers were so dis- 
enchanted with what they considered 
the English-speaking bias of the Conser- 
vative federal government that the party 
won only one of the province's 75 seats 
(and a couple of Tory candidates trailed 
behind the Parti Rhinocéros). By 1984 
the Liberals, ruling in Ottawa, were in 
the maison du chien in Quebec; Mr 
Mulroney's Tories won 58 of its 75 seats. 

There is little ideological distinction 
between the two big federal parties, both 
of which qualify as "liberal" in the way 
that word is used south of the border. In 
most years there is not a nickel's worth of 
difference between them on foreign or 
defence policy. Canadians may treat fed- 
eral elections less seriously than provin- 
cial ones, where they elect governments 
that have real influence on their every- 
day lives. 

This time the free-trade issue made 
them think harder than usual. Mr 
Mulroney had negotiated the deal, Mr 
Turner denounced it. The opinion polls 
in mid-October were 44-4296 in favour 
of free trade; by early November they 
were 51-3196 against. Then they swung 
back, and the voters re-elected a Conser- 


vative prime minister for the first time 
since 1872. 











cluding four white policemen convicted of 
murder, and five black men and a woman 
convicted of complicity in the slaughter of a 
councillor in Sharpeville township in 1984. 
Six other opponents of the government are 
newly at risk of execution. On November 
18th four members of the anti-apartheid 
United Democratic Front (UDF) were con- 
victed of treason in Pretoria; so, three days 
later, were two African National Congress 
(ANC) members. Treason is a capital offence. 

Since January 54 people have been 
charged with treason before South Africa's 
own courts: the total last year was 36 people, 
and in 1986 it was 49. Of this year's accused, 
24 have been acquitted of treason (but 
mostly convicted on alternative charges of 
terrorism or sedition); the rest are still on 
trial, and treason charges are pending 
against four others. In addition, the su- 
preme court of the BophuthaTswana 
“homeland” is to conduct a treason trial in- 
volving 204 alleged rebels who attempted a 
coup against the puppet government last 
February, and were rounded up by the 
South African security forces. 

It was not always thus. Between 1961 
and 1979 not a single person was charged 
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with treason. The hiatus started with the ac- 
quittal of 30 people in South Africa's most 
notorious treason trial. The trial began in 
1956 with 156 people in the dock, but dur- 
ing the next five years all the charges were 
either withdrawn or remained unproven. 
For a while thereafter the state preferred to 
prosecute its radical foes not for treason but 
under statutes such as the Terrorism Act 
and the Suppression of Communism Act, 
which define political crime broadly, and of- 
ten put the onus of proof on the defence. 

Since 1979 the common law of mutder 
and treason, under which it is necessary to 
prove the accused's intentions, has returned 
to favour. In that year 12 ANC men were 
charged with high treason. In cases involv- 
ing loss of life che government began to 
bring murder charges; the first guerrilla exe- 
cuted in the wake of the Soweto revolt of 
1976-77, Solomon Mahlangu, was hanged 
for murder. That was in 1979, the year j 
which leaders of the Soweto Students' T 
resentative Council were convicted of the 
common law crime of sedition. 

Since 1985 treason charges have been 
pressed against radicals who have organised 
political opposition to the government, as 
distinct from those accused of acts of vio- 
lence. The newly convicted UDF leaders were 
charged with treason in that they tried to 
overthrow the government by making 
South Africa ungovernable by mass action. 
The judge upheld the accusation that they 
had conspired with the ANC. 

In another, unfinished, trial, members 
of the Alexandra Action Committee have 
been charged with treason for trying to 
“seize control” of a black township on the 
edge of Johannesburg. They are alleged to 
have done this by establishing "people's or- 





The UDF's Patrick Baleka got off 
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gans of power”, from yard committees to 
people's courts. 

The judge in the UDF trial had to decide 
the point at which lawful protest ends and 
treason begins. In his 1,521-page judgment 
Mr Justice Van Dijkhorst, while admitting 
this was hard to tell, reached guilty verdicts 
against a trio of UDF men, Messrs Patrick 
Lekota, Popo Molefe and Moss Chikane, 
and a member of the Soweto Civic Associa- 
tion, Mr Tom Manthatha. Many people 
think that the judge has, in effect, declared 
most forms of extra-parliamentary opposi- 
tion potentially treasonable. Mr Frank 
Chikane, the secretary-general of the South 
African Council of Churches, pointed out 
that anyone who provided leadership to the 
black community now seemed at risk of 
prosecution. 

The UDF trial revolved, in large measure, 
around the Vaal uprising of September 

984, when five men, four of them black 
p councillors, were murdered by angry 

rowds in a cluster of townships south of 
Johannesburg; it was in connection with 
these lynchings that the Sharpeville Six re- 
ceived their now commuted death sen- 
tences. The defence lawyer argued that the 
anger of the mobs who marched through 
the streets had been fed by local grievances 
against town councillors: rent increases, 
allocation of houses to favourites, unmade 
streets, rumours of corruption, and resent- 
ment at the grip on businesses (particularly 
liquor stores) in the townships. Conceding 
that some protestors' concerns were local 
rather than national, the judge found reason 
not to convict six of the accused of treason. 
He found them guilty of terrorism instead. 





North Yemen 


Fifth time lucky 


WO of North Yemen's past four presi- 

dents were murdered. The other two 
were overthrown. The current one, Colonel 
Ali Abdullah Saleh, seems to have got the 
knack. He has lasted a record ten years in 
office, has overseen the exploitation of his 
country's small oil reserves, and, in an inter- 
esting gamble, has given it the only elected 
assembly on the Arabian peninsula. 

North Yemen's first general election, 
which took place in July, therefore attracted 
much interest. About 1,200 candidates con- 
tested the 128 seats and more than 1.2m 
voters, almost all those registered, turned 
out. No parties were allowed, although 
Baathist, Nasserite and Islamic groups are 
said to have circulated leaflets. The poll 
seemed clean. Voters mainly chose tradi- 
tional local leaders or their nominees, ex- 
cept in the capital, Sana, where Muslim con- 
servatives won six out of the seven seats. 

The new assembly, a more ambitious 
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High hopes in Sana 


counterpart to a partly elected but powerless 
talking-shop set up in 1982, cannot initiate 
legislation. But it can amend or criticise it, 
and has already done so. It held up the bud- 
get and the latest five-year plan for several 
weeks, until the government provided more 
detailed figures. The assembly also chooses 
the president: the country's first. elected 
head of state is—surprise!— Colonel Saleh. 

By giving people this modest say in gov- 
ernment, the colonel hopes he will find it 
easier to control his unruly tribes. Since the 
1962 revolution North Yemen's presidents 
have tended to deal with the tribes by a mix- 
ture of bribery and browbeating. The 
money for the bribery came largely from 
Saudi Arabia. The policy was approved by 
both Americans and Russians. Next-door 
South Yemen booed from the sidelines. 
Each onlooker could confuse the issue by of- 
fering bigger bribes. 

President Saleh has learned from ex- 
perience. First, he imposed what in Yemen 
passes for peace and calm, so western con- 
tractors began oil exploration in the early 
1980s. The oil money that began to flow in 
late last year has strengthened him. 

This firm hand may be good for stabil- 
ity, but it rubs on the Yemenis' fierce indi- 
vidualism and their local loyalties. The new 
assembly is meant to soothe their objec- 
tions. The danger is that it may take on a life 
of its own, and prove a nuisance. The Gulf's 
only other such experiment, the Kuwaiti 
parliament, did exactly that, and in 1986 
was suspended for its pains. North Yemen’s 
neighbours will watch the assembly’s devel- 
opment almost as anxiously as President 
Saleh. King Fahd of Saudi Arabia has 
shown no sign of introducing the consulta- 
tive assembly he once said he favoured in his 
country. But if the peninsula’s poor relation 
can cope with an elected assembly, others 
might want one too. 
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A people problem 


LGERIA'S neighbours watched its 
young people riot last month, and wor- 
ried about their own. Runaway growth of 
population, and of cities, has planted time- 
bombs all along the southern coast of the 
Mediterranean. The streets are filling with 
unemployed, frustrated youngsters. To keep 
them quier, governments cling to subsidies 
and price controls, which make things worse 
and prevent job-creating growth. 


Populations are outpacing economies. — 


As everywhere, medicine has improved. 
Muslims tend to consider birth control un- 
Islamic, and Arabs want sons. Algeria, 
Egypt and Morocco, with a combined popu- 
lation of almost 100m, have together been 
growing by well over 2.596 a year. Tunisia, 
much smaller, is also growing faster than it 
finds comfortable (see chart). In all four 
countries the supply of young people is far 
greater than the demand for workers. lf 
their hopes are dashed, they tend to console 
themselves in fundamental religion. 
Algerians should have been better off 
than the rest. Oil and gas gave them, in 
1986, a GNP per head more than triple 
Egypt's and four times Morocco 's. Oil's fall 
dragged that down. The government 


slashed imports, including food—and Alge- 
ria imports two-thirds of what its people eat. 
The World Bank expects its 24m people to 
become 39m by the turn of the century. lt 
must either export enough of something else 
to pay for imported food, or—like Mo- 
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rocco—grow more food thanks to sensible 
economic reforms. 

Algeria has done well with education: 
more than half of its young people get sec- 
ondary schooling (compared with only 796 
in 1965). The youngsters fresh out of school 
are better educated than their parents, and 
have ambitions for better jobs and better liv- 
ing conditions. That should be good for the 
economy. But if they do not get work they 
may grow angry. Officially, unemployment, 
at 17%, is better than Spain's, but 17% 
seems a gross understatement. 

Algeria's rioters were first intimidated, 
then placated by the sacking of some gov- 
ernment high-ups. The Algerian example 
had consequences elsewhere. Egypt's gov- 
ernment, haunted by the memory of food ri- 
ots in 1977 and a police revolt two years ago, 
promptly froze the prices it had promised 
the International Monetary Fund it would 
decontrol, and spent scarce foreign ex- 
change on restocking empty shelves. Egypt 
imports two-thirds of the food it consumes, 
and consumes it wastefully because subsidies 
keep it so cheap. 

There are 53m Egyptians, and every 
year half a million of them are new entrants 
to the job market. Farming employs fewer 
people each year, so they go to the towns, 
where less than half of them find work. Each 
year the urban area grows by 1096; it has ab- 
sorbed more farmland than the Aswan High 
Dam has created. Greater Cairo, built for 
2'2m people, has doubled in a decade and 
now strains under the pressure of 13m (of 
whom a million make their homes in 
tombs). Rubbish collection has ceased, wa- 
ter distribution is perilous, the drains have 
collapsed even where they existed. 

Morocco has accepted advice from the 
IMF, painfully devaluing its currency and be- 
ginning to cut consumer subsidies. It is now 
therefore a food exporter, diversifying into 
profitable fruit and vegetables for Europe. 
Even so its labour force, increasing by 3.196 
a year, is hard to employ. This has got worse 
since France, once a safety-valve for both 
Moroccans and Algerians, closed its door. 

Like Egyptians, Moroccans are moving 
to the cities: 4496 of them lived there last 
year, compared with 3296 two decades ear- 
lier. They are lucky to have several big 
towns. Their largest, the port of Casablanca, 
is not the political capital, and does not 
dominate the country as Cairo does Egypt. 
But the slums housing many of Casablanca's 
2m residents are swelling alarmingly. It had 
food riots in 1981, as did Morocco's north- 
ern cities in 1984. The authorities fear the 
rise of Islamic fundamentalism. 

Tunisias government is even more 
alarmed about that, and may have nipped 
the danger in the bud for now. The popula- 
tion of 7m is smaller than its neighbours’, 
but is growing faster than jobs, and up to 
40% of young men are unemployed. Riots 
over (promptly cancelled) price rises in 1984 
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helped to inspire the Moroccan ones two 
weeks later. 

In the past year, since the removal of the 
old dictator Mr Habib Bourguiba, Tunisia’s 
government has tried to accommodate 
rather than to suppress the Islamic move- 
ment. Without the reforms that have al- 
lowed the main opposition party, the Is- 
lamic Tendency Movement, to emerge into 
legality, last month's riots in Algeria might 
have spread to Tunisia too. A youthful 
population should provide economic vital- 
ity: unsatisfied, it breeds instability instead. 
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Sudan 


It's not over 


N southern Sudan, after about 30 years of 

intermittent civil war, the dead are un- 
countable and the refugees unfeedable. In 
northern Sudan this week mobs in the capi- 
tal turned on southern fellow-citizens and 
beat them to death, chanting "no peace 
without Islam" and "millions of martyrs for 
a new era”. Khartoum's murderers were ob- 
jecting to the latest hope of peace, which was 
anyway faint. The killings have probably fin- 
ished it off. 

The hope, or fear, of peace emerged 
from a deal provisionally struck in Addis 
Ababa between Mr John Garang, the south- 
erner who leads the not-quite-secessionist 
Sudan People's Liberation Movement, and 
Mr Mohammed Osman el Mirghani, repre- 
senting the second largest party in Sudan's 
coalition government. The deal involved a 
ceasefire; the "suspension" in the south of 
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Dead end in Khartoum 








the Islamic law which southerners, not be- 
ing Muslim, understandably object to; and a 
constitutional conference which is now un- 
likely to begin on December 31st. 

The angry mob in Khartoum was stirred 
up by the third party in the ruling coalition, 
the National Islamic Front, which wants Is- 
lamic law upheld. The Front is run by the 
brother-in-law of Sudan's prime minister, 
Mr Sadiq el Mahdi. The prime minister, a 
devout Muslim who understands his reli- 
gious obligation to include tolerance of 
other faiths, has said nothing about the deal 
and the killings. The Democratic Unionist 
party, which made the deal, owes allegiance 
to the Mirghani clan, the Mahdi family's tra- 
ditional rivals; knowledgeable Sudanese 
claim that Mr el Mirghani made and 
publicised the agreement in order to force 
the Islamic Front out of the coalition. 

The south is united in opposition to th 
government in Khartoum, but not necessi 
ily behind the American-educated 
Garang. His guerrilla army has more guns 
than its rivals because it is backed by the 
Marxist government in Ethiopia, but its 
membership is almost entirely drawn from 
the Dinka people, cattle-rearing nomads 
given to wandering belligerently over other 
tribes’ lands. 

The question until lately has been 
whether Sudan could hold together as a na- 
tion of brown Arab northerners plus a black 
Christian-and-animist southern minority. 
The question now is whether Sudan, so 
scrappily and murderously led north and 
south, can offer its people any future at all. 
Its conflicts are like the Wars of the Roses, 
its present state like the Black Death. 
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Part of the Baltic chorus 


A sad song for Mikhail 


ROUBLE up in the Baltic, trouble 
down in the south: it is beginning to 
sound like the refrain to a sad song about 
berestroika. Each time the refrain comes 
k with a new twist. The latest version is 
other reminder that nationalism is as big 
a problem as economics for Mr Gorbachev's 
hopes of rebuilding the Soviet Union. 
In the south violence has again broken 
Bout between Azerbaijanis and Armenians. 
In February riots in the Azerbaijani town of 
WSumgait killed 32 people (on the official 
acount), most of them Armenians. This time 
whe main flare-ups were in the Nakhichevan 
district and in the city of Kirovabad where, 
on November 22nd (again according to offi- 
zial reports), three soldiers were killed and 
26 people injured. 
Was the spark the announcement from 
Moscow that a young Azerbaijani who had 
aken part in the Sumgait killings had been 
sentenced to death? Or the start in the 
nainly Armenian enclave of Nagorno-Kara- 
sakh of an industrial project which 
PAzcerbaijanis say desecrates a national 
hrine? Whatever the cause, it was also 
nough to produce several days of anti-Ar- 
Bimenian demonstrations by crowds of up to 
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500,000 in Azerbaijan’s capital, Baku. 

Until this week Armenians had been 
doing most of the demonstrating in the 
south, in support of their demand that Na- 
gorno-Karabakh be put under the control of 
Armenia rather than Azerbaijan. Now the 
Azerbaijanis are taking the initiative 
(though Armenians were quick to respond 
with counter-demonstrations). It was an im- 
pressive reminder, if Mr Gorbachev needed 
one, that there are 50m Muslims, including 
the people of Azerbaijan, in the Soviet 
Union: but only 4m Armenians. Small won- 
der that, to the dismay of Moscow intellectu- 
als, this consummate politician has been so 
reluctant to take the Armenians' side. 

Neither Azerbaijanis nor Armenians 
are trying to loosen their ties to Moscow. 
That is what is happening in neighbouring 
Georgia, where large numbers of people 
have started to demonstrate for more inde- 
pendence. And it is happening powerfully in 
the north, in the three Baltic republics: Esto- 
nia, Latvia and Lithuania. 

On November 16th Estonia's parlia- 
ment adopted a "declaration of sover- 
eignty" and proclaimed the republic auton- 
omous in all matters except defence and 





foreign affairs. This reflected Estonia's deep 
concern, shared by the other two Baltic re- 
publics, over Mr Gorbachev's proposals for 
changing the constitution of the Soviet 
Union. These seemed to run counter to his 
previous promises of more autonomy for the 
country's 15 republics. In several respects, 
the Balts fear, the constitutional changes 
would leave them worse off than before. 

The prompt reaction in Moscow was to 
declare the Estonian action inadmissible, 
but at the same time to hint at conciliation. 
The Balts were promised that disputes over 
laws passed by the republics’ parliaments 
will be dealt with by a new constitutional 
commission, on which all republics will be 
represented. They have also been assured 
that the revised constitution will not after all 
drop the famous Article 72 of the present 
constitution, which gives republics "the 
right freely to secede from the Soviet 
Union”. This provision, until now an empty 
phrase, has suddenly taken on new mean- 
ing. The Balts, and others, might one day 
find it very useful. But that is not what Mr 
Gorbachev has in mind when he talks of 
more local autonomy. 

The latest act in the Baltic drama has 
underlined the shared concerns of the three 
Baltic republics but it has also exposed some 
of the differences between them. Neither 
Latvia nor Lithuania followed defiant Esto- 
nia in declaring "sovereignty". They opted 
for milder expressions of disapproval. 

Arm-twisting from Moscow after the Es- 
tonian gesture is not the only explanation 
for the more subdued response by other 
Balts. The Estonians are rather like their 
close relatives, the Finns: they may strike the 
outsider as reserved, but can be fierce when 
aroused. They know from watching Finnish 
television and meeting Finnish tourists how 
much better off they could be if they were 
not part of the Soviet Union. They also feel 


Total population, 1987 
of which: Estonians in Estonia, Latvians in Latvia etc (estimate) 
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ONSERVATIVE East T is 
at last starting to take glasnost seri- 
ously—so seriously that it has banned an 
_ official Soviet publication from the list of 
titles that can be distributed in the coun- 
try. The offending magazine is the pe 
 man-danguage edition of Sputnik, 
monthly digest of the Soviet press. The 
-curt official explanation was that it did 
not contain articles which helped to 
5 "strengthen East German-Soviet friend- 
ship" ,onlyc ones which “distort history”. 
. This is not the first time East Ger- 
many has got nervous about comradely 
presses. In 1968, at the time of ai 
rague Spring, it stopped distributing 
'olkszeitung, a German-language weekly 
om Czechoslovakia. When Poland was 
in a ferment in the early 1970s copies of 
the German supplement to the Warsaw 
: daily Zycie Warszawy were withdrawn. 
. Since the Russians have taken to 
glasnost, East Germany has occasionally 
barred selected issues of Soviet maga- 
zines. In February it blocked three issues 
of the German edition of the weekly 
Novoye Vremya containing extracts 
from Mr Mikhail Shatrov's "And on, 
= and on, and on”, a controversial play 
|- about Stalinism. But never, until this 
week, had East Germany. imposed an 
i outright, open-ended ban on a Soviet 
| magazine. Its treatment of Sputnik (along 
- with a decision by the ministry of culture 
to withdraw five Soviet films from East 
German screens) marks a new level of 





hreatened. Their share of the republic's 
opulation has dropped to about 60% as a 
sult of immigration from other parts of the 
oviet Union, especially by Russians. 

-]n neighbouring Latvia, whose people 
descendants of the old Balts (the ancient 
‘ions wedged between Finno-Ugrians to 
north and Slavs to the south and east), 
ou would expect the threat to national 
ntity to be felt even more strongly than in 
onia. As Russian settlers. move in, only 
bout half the republic’s people are now Lat- 
ians. But this brings a weakness. Latvians 
tho want more autonomy need first to 
jake a pact with the local non-Latvians. 

- They have plans to set up next month 
n organisation called the People's Forum, 
hich would be open to all people in the re- 
ic, including non-Latvians, who sup- 
ort "our common homeland, Latvia". To 
top this movement becoming. too strong 
some officials in Moscow are trying to play 
On divisions between local Latvians and 
non-Latvians. More 
have been telling non-Latvians, might mean 
all the best jobs going. to La 















itvian-speakers: 





local autonomy, they - 


i Where Sputnik can’t land 


ideological e 

Capitalist ideas flood into East Ger- 
man living rooms by way of West Ger- | 
man television. So why the unwonted. 
sensitivity about the ideas now coming 
from Russia? What seems to worry ideo- 


logues in East Berlin is the re-examina- 


Last 


month's. issue of Sputnik (withdrawn 


tion of official Soviet history. 


from East Germany) asked whether Sta- 


lin was partly responsible for the rise of 
Hitler. That is a dangerous question for 


pride in having fought fascism. Perish (or 
rather banish) the thought that commu- 
nism helped to let in that evil German. 





The relative restraint in Lithuania may 
have the opposite explanation: a milder 
sense of threat to Lithuanian nationhood. 
Ethnic Lithuanians still make up some 80% 
of the population in their republic. Their 
powerful Roman Catholic church has been 
a guardian of their national identity. In this 
Lithuania resembles Poland, with which it 
has close historical ties (both were long part 
of the same kingdom). Concessions granted 
to the Catholic church in recent months 
have gone some way towards appeasing the 
Lithuanians. Still, nobody remembering 
those Polish links should take Lithuanian 
self-restraint for granted. _ 

Nor should it be assumed that the differ- 
ences between the three Baltic peoples out- 
weigh the similarities. Unlike most neigh- 
bours in the eastern part of Europe, the 
Balts get on well with each other. All three 
are looking away from the Soviet Union, 
westwards and northwards. That is why Mr 
Gorbachev must reckon that “trouble up in 
the Baltic" will be a refrain that returns to 


. haunt him. 
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"The Nordics 


Too many tn, sts 


FROM OUR NORDIC CORRESPONDENT 


As affair between addes peo-. 

le, they say of co-operation among the 
Nordic countries: intense, but rarely fruit- 
ful. This was demonstrated once again at 
Helsingor (alias Elsinore) in Denmark last 
week, when the Nordic Council, a consulta- 
tive body of Nordic parliamentarians, met 
in "emergency" session—only the second 
since the council was set up in 1952—to 
consider the pollution of the Daltic, the Kat- 
tegat and the Skagerrak and to approve a 
plan put forward by the Nordic environ- 
ment ministers. The session was prompted 
by a plague of algae which killed a lot of fish 


and put the politicians into a panic. 


The council's decisions are not binding, 
on governments, and governments tend 
ignore what the council advises them to - 
do—unless they were going to do it anyway. 
The Nordic plan. for the environment, 






| Which the council agreed on after much hag- 
` gling, was typical. What was specific in it was 


already in the programmes of the member- 
governments, and what was new was so 
vague as to be of no consequence. 

At the same time the region's econom- 
ics ministers were also holding their regular 
semi-annual meeting. They duly agreed 
upon a Nordic economic programme. lt will 
be the last one, for, as the Swedish finance 
minister, Mr Kjell-Olof Feldt, said, “We can 
spend our time more usefully.” Indeed. Nor- 
dic economic plans, which mouth commit- 
ment to full employment, lower inflation 
and other perfections, are largely ignored. 
The five member-governments (those of 
Denmark, Finland, Iceland, Norway and 
Sweden) simply pursue the policies sr 
suit their own circumstances best. j 

The work of the Nordic Council and O9 
the associated ministerial consultation has 
become a bureaucratic quagmire. There are 
23 committees of civil servants working on 
Nordic co-operation, 74 Nordic institutions, 
152 committees of inquiry and working 
groups, and 2,000 Nordic projects. The sys- 
tem has gone mad, the Danish minister for 
Nordic co-operation told the Nordic Coun- 
cil last spring, and illustrated his point by 
drawing attention to a 114-page report on 
conserving leather furniture. 

The cost of all this co-operation in the- 
current year will be $92m. Much of it will be 
spent on travel to the farther corners of the- 
Nordic region—Oreenlànd, the Faroes,. 
Arctic Finland and. Norway—to atten 
committee meetings. That is wonderful fo 
SAS, the Scandinavian Airline System, itse 
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are not entirely in vain. Nevertheless, the 
most striking results date back to the 1950s, 
when a Nordic passport union (1952), : 
common labour market (1954) and recipro- 
cal rights to health and social-welfare bene- 
fits were agreed upon. Since then the main 
impetus for Nordic co-operation has come 
from outside the region. 

It was not until the European Free 
Trade Association was formed in 1959 that 
trade barriers between the Nordic countries 
began to come down. Now a new period of 
Nordic integration is developing, this one 
driven by the EEC's 1992 project. Of the 
Nordic countries, only Denmark is an EEC 
member, but the others are worriedly look- 
ing at ways of adjusting their laws to fit EEC 
rules. They do not want to be left out of the 
great European market. 
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FROM OUR PARIS CORRESPONDENT 


AS President Mitterrand's spell been 

broken? In his brief moments between 
meeting foreign leaders this week he might 
have had time to notice the sound of win- 
dows smashing at the Elysée. 

The smaller of the bricks heaved at the 
presidential facade was an impertinent 
cover story by the magazine Le Point, “The 
king and his court". This sketched a por- 


ome say the head is too big 


crait of a president flattered by a loyal staff, 
smorotected by a circle of old friends and pam- 
sered by countless little indulgences. Even 
he president's touchiest defenders would 
me hard put to it to deny that he enjoys his 
»erks and likes to travel. At a time when EEC 
ninisters almost live in each other's brief- 
ases, people must sometimes wonder what 
ws the purpose of Mr Mitterrand's constant 
@meetings with other European leaders. One 
nas to admire, in particular, his and Mr 
lelmut Kohl's apparent ability to think up 
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ever new things to say to each other. 

Yet Le Point had a more serious point. 
After a triumphant re-election and without 
concerted conservative opposition, the pres- 
ident, it suggested, was giving in with enthu- 
siasm to the regal dangers of his job. In 
France, almost alone in Europe, can a presi- 
dent have so much executive power and so 
few responsibilities before parliament. Who 
is there, in court or out, to say boo to him? 

A president who doubles as a temporary 
constitutional monarch is a feature of their 
system that French people grumble or laugh 
about but do not seem keen to change. 
Personality may exaggerate the problem. It 
took an intelligent man, Mr Valéry Giscard 
d’Estaing, a lot less than a full presidential 
term of seven years to let the “château”, as 
the presidential palace is known, shut out 
too much of the outside world. After a full 
term Mr Mitterrand was still enough in 
touch to get himself re-elected. 

If poking fun at royalty were all, Mr 
Mitterrand could have flown off on Con- 
corde at the head of a little court of seven 
ministers and assorted businessmen for 32 
hours in Russia without a thought. The 
larger bricks, however, were coming from 
the left, where, nominally, Mr Mitterrand 
stands. 

Many Socialists, whom Mr Mitterrand’s 
re-election rescued from almost certain years 
in Opposition, are already asking themselves 
about their future after he has gone. Some 
are disgruntled with the rightwards drift of 
Mr Michel Rocard's government. They sym- 





pathise with the public employees on strike 
for a wage rise after several years of austerity. 
Unless their party is to dissolve into a cen- 
tre-minded porridge, it should, they think, 
stand up more clearly for its old ideals of 
economic equality and social justice. 

This roughly is the theme of a polemical 
new book by Mr Thierry Pfister, “Lettre 
Ouverte à la Génération Mitterrand” (Al 
bin Michel, 200 pages, FFr69). It is un- 
healthy in a democracy, Mr Pfister argues, 
for all the main parties to have more or less 
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the same message; it is not the job of a party 
to look for “consensus”. The author was an 
adviser to Mr Pierre Mauroy, a former So- 
cialist prime minister. Last summer Mr 
Mauroy pipped the president's candidate to 
become first secretary of the Socialist party. 

Similar doubts about President Mitter- 
rand's long-term effect on the French left 
were raised in "Is Socialism doomed?" by 
Mr Daniel Singer (Oxford, 324 pages, 
$24.95), This book was written before the 
president's re-election, but remains timely. 
Published now in America, one of its merits 
is to judge Mr Mitterrand from a clear posi- 
tion on the left. Few will disagree with the 
author that there was little socialism in Mr 
Mitterrand's first term after the govern- 
ment's anti-inflationary squeeze in 1982-83, 
and not much before. 

Mr Singer, a former correspondent for 
The Economist, is too experienced an ob- 
server of France and too knowledgeable 
about the European left to have had great 
expectations of Mr Mitterrand on this 
score. But he has not given up all hope that 
the French Socialist party may return to the 
left, once it no longer has Mr Mitterrand to 
hide behind, or throw bricks at. 

——Q— S 
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FROM OUR SPECIAL CORRESPONDENT IN WEST GERMANY 


IRST restrictions on low flying earlier 

this year; now a sharp tightening of the 
rules limiting what soldiers on manoeuvres 
can do. The Green people of West Ger- 
many, plus a small number of genuinely 
inconvenienced citizens, are putting tough 
new obstacles in the way of military training, 
which could impair NATO's ability to repel a 
Warsaw pact attack. The latest evidence of a 
strong tide of resistance to military exercises 
came during Exercise Iron Hammer, a train- 
ing manoeuvre for the British Third 
Armoured Division. 

Normally West German farmers are 
content—in return for generous compensa- 
tion—to let the tanks and armoured person- 
nel carriers thrash through their fields in the 
autumn, and let their barns become head- 
quarters or hiding places for artillery. This 
year things are strikingly different. Exercise 
commanders are meeting resistance not only 
from farmers but also from villagers, fed up 
with the extra traffic and noise an exercise 
brings. In an effort to keep the trouble to a 
minimum, the commander of Iron Hammer 
has ordered all vehicles to stick to roads or 
tracks and steer clear of the cornfields. He 
has also told them to take extraordinary pre- 
cautions when fuelling, to comply with a 
tough new German law that can send people 
to jail for spilling oil. 

These restrictions are informally rein- 
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srced by junior officers fearful of causing a 
ow. On November 22nd a sharp fight was 
brewing between British and German units 
(the Germans representing communist in- 
aders) for the town of Lauenburg in north- 
rn Germany. The Germans had occupied 
he town by airborne assault and cut off a 
ritish battalion; a British armoured unit 
yas trying to relieve it. As the relief force 
eared the town, the umpire called the 
'hole thing off rather than see the "fight- 
ng” move into the town. This was a famous 
ictory for the locals, who had installed fake 
detour” signs at each end of it. The troops 





lh and Europe 


JHATEVER great. Italian thinkers 
think, it is not likely to be about Eu- 
pe. Italians, almost 130 years after na 
al unification, are still just beginning to 
ponder Italy. Dante remains a Florentine, 
Moravia a Roman and Tintoretto a Vene- 
ian. The EEC, for the Italians, is a useful ve- 
cle rather than a philosophical reverie. 
They are neither Euro-dreamers (as the Ger- 
mans are MET said to be) nor Euro- 
rejectionists (as the British are often accused 
of being): Europe is a useful rather than a 


- France and West Germany arrived at 
their idea of Europe by way of war. Good 
neighbourliness began to appeal to them 
hen they were wounded and broke. Italy, 
despite stumbling from one military disaster 
to another, benefited from the first world 
war, scooping up territory—Lombardy, Ve- 





farc hing north, staying south 


n the third of our series on how different Europeans see Europe’ s future, a 
rrespondent in Rome finds the Italians rather vague 


— were disappointed that they did not get to 


fire blanks at each other. °°. 

This particular exercise was probably 
still worth the trouble and the money. But 
the restrictions are likely to get worse as lo- 
cal politicians discover there are votes in op- 
posing army manoeuvres, or at least in in- 
sisting on tighter rules for them. Even better 
compensation for farmers is probably part 
of the answer. But that will not solve the 
deeper problem: each year, it seems, fewer 
West Germans believe that all those Russian 
tanks and guns just over the border need to 
be taken seriously. 


———  —— — — — ——ÁÁ——— nd 


netia, South Tyrol —not by conquest but by 
picking the right side. Since the end of the 
Roman empire Italy has had no imperial am- 
bitions in Europe. Mussolini looked toward 
the Mediterranean. The country is still in 
two force-fields, tugged north by the Euro- 
pean Community but still powerfully south 
by its history. 

After 1945 a new breed of Europe-ori- 
ented Italian politicians and thinkers 
emerged. Often, like the Christian Demo- 
cratic statesman Alcide De Gasperi, they 
were born into the Austro-Hungarian em- 
pire. The empire had tuned their minds to 
the idea of many nations under one govern- 
ment. They were admirers of the relatively 
delicate Habsburg bureaucracy. They 
wanted, in 1945, to bury the memories of 
fascism. But when even De Gasperi mea- 
sured what Italy wanted from the new Eu- 





imo reunir rir Os dH rm A AAA 















































FROM A ROME CORRESPONDENT 


VERYBODY seems to be looking 

at his watch, in the manner of a 
bride's family before the wedding: 
will Italy make it in time for 1992? 
Italians say their country responds 
slowly to slow changes, but has shown 
itself quick in adapting to sudden 
changes; it will be ready. 
e Free movement of capital. Italy is 
moving nervously ín the right direc- 
tion. Since October banks and com- 
panies have been given more scope in 
foreign-currency dealings. There is 
still a long way to go. All foreign-cur- 
rency transactions have to be chan- 
nelled through an approved bank, it 
is forbidden to hold lira deposits 
abroad, and there is a ban on buying 
foreign securities with a maturity of 
less than 180 days. 

When controls on the movement 
of capital within the Community go, 
as they are supposed to in 1990, trib 
lions of lire now captive in the Italian 
banking system will be free to flee 
elsewhere instead of financing the 
government's debts. The Italians are 
worried that more freedom could end 
up as more speculation against the 
lira. Mr Renato Ruggiero, the foreign 
trade minister, says that as long as the 
government makes determined and 
credible efforts to control the public 
debt there should be nothing to fear. 
Not everybody is convinced. 

@ Free movement of goods. Japa- 
nese cars, motorbikes and sewing ma- 
chines, Taiwanese jeans and Korean 
shoes look like the barbarians at the 
gates of Rome, waiting for the re- 
moval of Italy’s unusually tough ° 
quota system. A single European mar- 
ket will make life harder at home for a 
lot of Italian companies. Small com- 
panies are beginning to merge and. 
buy new technology. Big companies 
are also busy. Fiat is strengthening its 
system of dealerships, and lobbying 
for a European common industrial 
policy which will be stern in demand- 
ing “reciprocity” with Japan. 

€ Free movement of labour. South- 
ern Italians still regard northern Eu- 
rope, and especially West Germany, ] 
as the logical destination for seasonal : | 
work. Migratory work is increasing 
and will probably step up in the | 
1990s, if work-permit procedures are 4 
simplified. The birth rate is slacken- | 
ing but this has not yet done much to’. | 
reduce the 20% unemployment rate | 
in the south of RSA 
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The Economist Financial Report has 

established itself as an invaluable aid to 

senior bankers and officials in over 70 

countries. 

] Each fortnightly i issue contains up to 30 

y itemsofnews, comment, informed 

~ speculation and highly sophisticated 
analysis from around the world, much of it 
not available from any other source. 





Sovereign debt: News on debt reschedulings, and 
analysis of economies in trouble. 
Portfolio management: Surveys of the strategies of 
leading money managers. 

: Banking regulations: Moves by the authorities in the 
United States and around the globe. 
International institutions: Behind-the-scenes 
developments at the IMF, World Bank, OECD and Bank 
for International Settlements. | 
Regular briefings on who's who in finance ministries 
and central banks. 
International banking talk and rumour. 
Currencies: What the big money-centre banks are 
forecasting for key exchange rates. 
Key Indicators: Every other issue contains a two-page 
supplement of charts and comment on Eurocurrencies, 
commodities and stocks, interest rates, money supply, 
exchange rates, inflation, savings, government 
expenditure and more. 





The Economist Newspaper Limited, 25 St James’ s Street, London SWIA PHG 
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OPTACIS “is a proprietary product of Cargill Investor Services Inc. a wholly owned but independen 
managed subsidiary of Cargill Inc. CIS is a leading international broker in futures and options. 
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London Portfolio Guaranteed Company I Ltd. is an 
important new international investment fund — 
offered by London Portfolio Services plc ( LPS 
^A TheFundis registered in Bermuda. Its objective is 
to achieve a high rate of return through trading. 

international futures contracts. 


$ Capital Guarantee A major international bank — 
guarantees to the Fund the return of an amount equi | 

to the initial invested capital when the ds und matures in 

January 1994. 


$ Strategic Investment Futures T are. seer as 
important complement to equity investment. A- 
particular feature of these funds is the ability to make 
money on falli ling as well as rising markets. Many futures 
funds, for example, made excellent profits in the final. 
quarter of 1987, which was so disastrous for equities. 
Through the international futures clearing broker, Cargill. 
Investor Services Inc. (CIS), and the expertise of LPS in - 
guaranteed funds, the new Fund offers highly professional 7 
access to this key investment sector. ei 


8 Rigorous Selection of Trading Advisors LPS and 
* CIS have employed the OPTACIS*" program, a 
proprietary advanced computer system for the selection : 
of futures investment advisors. While past performance is. 
no guarantee of the future, OPTACIS? has selected a 
combination of Trading Advisors showing an historical ^ 
compounded Nen annual rate ofretum ona proforma 
basis of " i 
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in Europe 
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ope, the goal was practical: a smaller role 
or both the Catholic church and the Com- 
unist party in Italian politics, and lower 
inemployment. 

== For the moment, the EEC's Project 1992 
being wielded like a cattle-prod to jab Ita- 
s political and economic systems towards 
eform. The prime minister, Mr Ciriaco De 
Mita, says he is committed to a politically 
rive unified Europe. What does that 
mean! ? Well, like many of his colleagues, the 
prime minister does not really know, but the 
yhrase is useful. It has given him an excuse 
o make changes Italy needs. Italy is becom- 
ng serious about its public finances and its 
:udget deficit. The treasury ministry has al- 
eady proposed that the budget deficit be 
liminated by 1992. The single European 
arket will contribute to the financial mod- 
'rnisation of Italy. 

- There is less mesi to prod in the head- 
juarters of Italy's international giants, com- 
»anies like Fiat, Olivetti and Montedison- 
erruzzi. They have already contributed to 
he turnaround in the Italian economy and 
he famous sorpasso that has pushed Italy 
head of Britain on some league tables. The 
roblem is Italy's public sector. Italy has pro- 
ced decrepit public administration, bad 
ransport, poor telecommunications, 
chools and research institutes. 

. The public sector resists prodding. 
Why? It is controlled by political patronage. 
And ltalian patronage is a stronger and 
more durable institution than anything 
ireamt of by Mr Jacques Delors, the leading 
sromoter of the 1992 project. While the top 
management of state companies is learning 
o apply northern European business stan- 
lards, the day-to-day administration of the 
public sector is a Europe-free zone. lt creaks 
and will continue to creak. 

^ There will then always be a gap between 
-]taly's European ambitions and its achieve- 
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ments. Yes, it was. a co-founder of the. Euro- - 


nity; ves, it is a True Believer. There is no 
fretting in Italy about the loss of sovereignty 
that would come with political union: the 
popular instinct, born of a century of 


disorganised domestic unity, is for a strong. 


central European authority. Still, Italy has 
yet to implement an embarrassing number 
of EEC directives. And as some in Rome 
would point out, faith without good works is 
not enough. 





EEC summit 


Hhodes scholars 
should try harder 


. FROM OUR BRUSSELS CORRESPONDENT 


HE best-selling samizdat in Brussels at 

the moment is the draft of a declaration 
on the role of the European Community in 
the world. This is to be the focus of the EEC's 
summit meeting in Rhodes on December 
2nd and 3rd. A central section of the dec- 
laration is designed to assure the EEC’s trad- 
ing partners that the post-1992 Community 
will not be a protectionist Fortress Europe. 
Few trading partners will be reassured if the 
Community's leaders stick to the version of 
the text now circulating in Brussels. 

True, the document states firmly that 
the Community will not close in on itself. 
But it then says that the EEC’s contribution 
to an open world trading system will be 
based on the "concepts of a balance of mu- 


‘tual benefit and reciprocity”. These will 


sound like fighting words in Washington 
and Tokyo. Nor is that all: the Community 
“will apply vigilantly the instruments of 


meal policy which it has at its dis- 


“posal.” The EEC is already starting to apply 
-these rules in a way that frustrates and an- 


gers the Japanese. Unless the drafters can 


"find some subtler phrases, the summit will 


not live up (or down) to its advance billing 
as a bland display of unity and goodwill. 
"The other main theme of the Rhodes 


session is to be a mid-term report on Project 


` 1992, which will be presented by Mr Jacques 


Delors, the president of the European Com- 
mission. Predictably, the reports conclu- 
sion is "must try harder". The framework 
for action is far from perfect, says the Delors 
paper, offering "too many opportunities for 
the hesitant and those who would pursue 
narrow interests and limited objectives.” 

The coming four years of the programme 
will be far more testing than the first four. 

The Community's leaders are hoping 
for a summit that will deflect attention from, 
divisive issues such as the relationship H 
tween Project 1992 and national sover- 
eignty, which was aired by Mrs Thatcher in 
her famous Bruges speech in September. 
British officials, in Brussels this week to pre- 
pare for the summit, managed to keep 
straight faces while claiming that the Bruges 
speech and the reaction to it around Europe 
had revealed a unity of views. But the mid- 
term report will bring in some of the issues 
which separate Mrs Thatcher from the ma- 
jority of her colleagues. 

Some EEC leaders will find it hard to re- 
sist enthusing over, say, worker participa- 
tion and fiscal harmonisation. West Ger- 
mans, Italians, Spaniards, Belgians and 
Greeks may all wish to put in a good word 
for what Euro-jargon calls "the social dimen- 
sion” of 1992. Will Mrs Thatcher want to 
hold her tongue if this happens? 
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FROM OUR ANKARA CORRESPONDENT 


F THIS is how negotiations between 
. Turkey and Europe are going to carry 
on, then Turkey might do well to go and 
find an Ottoman Empire to join instead. 
On November 18th the Union of Euro- 
pean Football Associations (UEFA) set 
aside the 5-0 victory won by Turkey's 
Galatasaray team over the Swiss team 
Neuchátel Xamax in the competition for 
the European Cup. The disciplinary 
committee of UEFA ordered the match to 
be replayed because of crowd trouble in 
the stadium in Istanbul. The Turkish 
club has been ordered to pay a fine and 
may have to play a new match in a closed 
stadium in a neutral country. 
A simple sportsmanlike slap on the 
wrist for the Turks? That is not the way it 





appears in Turkey. Furious Turks have 


been demonstrating outside the Swiss. 
missions in Ankara and Istanbul. They 
see the decision as a calculated act of 
discrimination by Christian Europeans 
against Middle Eastern Muslims. - 

The episode has stirred up a lot of un- 
Christian feelings about Europeans—all 
of them. Newspaper commentaries allege 
that there is a plot to keep Turkey out of 
the European Cup, and that it is all part 
of a larger plot to keep Turkey out of the 
EEC. Dark references are made to the 
Crusades. All this comes just as the Euro- 
pean Commission is putting together its 
opinion paper on the Turkish applica- 
tion for Community membership. 

President Kenan Evren, and Mr 
Turgat Ozal, the prime minister, and the 
opposition leaders have denounced the 
UEFA decision. Mr Ozal exhorted 
Galatasaray "to win 6-0" next time. He 
cannot, however recall Saladin to play 
striker. ee E 











of an object of rare perfection. 


W you first handle a Patek Philippe, you 
become aware that this watch has the presence 


We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment: for you, 


a lifetime. 

We made this watch for 
you -to be part of your 
ife — simply because this 
Is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe — 
because it's for a lifetime. 
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Club World is a new style of 
intercontinental business class. 
with a good old - fashioned 
ingredient - British ctiquette. 


Exquisite food is accompanied by 
charming manners in exclusive 
surroundings. So you arrive ready 
to face any eventuality. 
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BRITISH AIRWAYS 
The worlds favourite airline. 








The Olympic spirit of fair play, free com- 
ition and international cooperation has 
ever been our driving force, 
we are today. A US$15 billion enterprise with 
over 80 offices spanning the globe work: 
ogether with such firms as AI&I, Hitachi, 
Siemens, Helena Rubinstein and Caltex. 
Lucky-Goldstar leads the race toward 
“Harmony and Progress.” Because we believe 
close cooperation breeds mutual success. 
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Imagine a land that knows no boundaries. 


" morning and the shadows 


sweep for miles. Night is gently 


a | 


lifted from the land. Mountain 
peaks come alive, and the earth is 
quilted with gold. In a place like 


this, anything is possible. 


| ook into our land and discover us. 
We are strong. 
We are free. 


We are Alberta. 


Alberta, strong and free. 
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Norsk Hydro’s Troll-Oseberg Gas Injection (TOGD) Project. Engineers will inject gas from the 
roll Field into Oseberg to help maintain pressure in the reservoir as oil is taken out. At its center, 
ias a five-well subsea template/manifold system, 305 meters deep, linked by pipeline and 
ro-hydraulic umbilical to the Oseberg "A" platform over 30 miles away, nearly three times the 

:e of existing subsea controls. The electro-hydraulic control system uses sophisticated surface 
bsea electronics developed by Hughes. The system integrator is Vetco Gray Inc. 








apping mission to Venus will provide pictures sharper than any previous spacecraft sent to 

et. NASA’s Magellan Mission will carry a Hughes synthetic aperture radar (SAR) and altimeter 
a to photograph and transmit Venusian geological data which was previously unobtainable. From 
olar orbit, SAR will be able to detect an area as small as Dodger Stadium in Los Angeles, 

fornia, depicting it as a single dot. As the SAR antenna illuminates a 15 mile-wide area with rapid 

r pulses and records the returning signals, the altimeter antenna will be used to construct a 

graphic profile of the planet. The Magellan Mission ts scheduled for launch in 1989. 





















ipe technology will be used to cool future nuclear-powered space systems for the first time. Heat 
are passive thermal control devices that are used to cool computers, signal processors, 

iunications devices, and various other equipment in military and commercial applications. Under 
ment by Hughes for NASA's SP-100 Advanced Radiator Program, the heat pipe' radiators will 
rge as 8,881 square feet and will take on exotic shapes. Because they must be able to unfold after 
t from the Space Shuttle, the radiators will require the first-time use of heat pipes with 

or flexible joints. The heat pipes’ projected cooling medium will be a liquid metal, such as 
mercury, or potassium, and will operate at either 600 or 950 degrees Kelvin. 


ooking infrared (FLIR) has been configured as a night sight for a variety of U.S. military 
Ye Hughes-built Thermal Weapon Sight (TWS) has been adapted for use with Stinger 


hine guns, grenade launchers, and all crew-served weapon systems. The TWS is a 

| passive infrared sensor employing a thermoelectrically cooled focal plane array 
llows soldiers to locate targets and see at significant distances in battlefield conditions. It 
andard NATO weapons mount, and its telescope and reticle are easily changed to perform 
uties. | 





write to: P.O, Box 45068, Los Angeles, CA 90045-0068 USA 
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My government is still radical 


T THIS stage in its first term, Mrs Mar- 
garet Thatcher's government was fight- 
ing for its life through the deepest recession 
in 40 years. Two years into its second term, 
it was obsessed with an obscure battle with 
local authorities which it once seemed likely 
to lose. Today, in its tenth year in office, the 
government's programme is both confident 
and coherent. The agenda for the next par- 
liament advertised in the Queen's Speech 
displayed both Mrs Thatcher’s main 
themes—her liberalising instincts on the 
economy and her tough approach to secu- 
rity. She is in as radical and uncompromis- 
ing a mood as ever. 

The Queen’s speech listed 16 govern- 
ment bills. Several will be bitterly contested. 
The privatisations of electricity and water 
will be among these. Even though the gov- 
ernment no longer needs the revenue from 
asset sales, the disposal of state industries 
(see pages 66 and 67) is still far from fin- 
ished. Water is especially risky. It is the least 
popular privatisation measure the govern- 
ment has so far tackled; some polls suggest 
that two-thirds of electors oppose it. 

Not by coincidence, these controversial 
bills are accompanied by five measures deal- 
ing with terrorism, security and crime. All of 
these are likely to cause a tremendous fuss 
among Labour members of Parliament and 
the media. The fuss may do the Labour 
party honour, but little good among the 
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mass of voters, many of whom do not care 
about "threats to civil liberties" nearly as 
much as most journalists would like to be- 
lieve. Indeed, Mrs Thatcher's government is 
quite likely to benefit from seeming to be 
tough—especially in Northern Ireland, 
where she will be trying to curtail the ability 
of terrorists to use legal procedures to their 
advantage. 


Guard the guardians; keep the secrets 
One radical proposal is to put Britain's secu- 
rity service, MI5, on a statutory footing. This 
is a response to increasing concern over 
both the efficiency and the behaviour of 
Britain's spy-catchers, culminating in the fu- 
tile legal battle against the publication of 
“Spycatcher”, a book by a former Mis offi- 
cer, Mr Peter Wright. 

The new statutory functions of Mis will 
not differ greatly from those in the guide- 
lines issued to it in 1952. The home secre- 
tary will, however, be able to grant warrants 
authorising MI5 to take action needed to ob- 
tain information. Entry into or interference 
with property would be lawful if so autho- 
rised. That seems to mean that statutory 
protection will be given to the sort of behav- 
iour alleged by Mr Wright when he claimed 
Mis burgled its way round London. A senior 
judge, appointed as an independent com- 
missioner, will review the issuing of these 
warrants, and will report annually through 


the prime minister to Parliament. And a tri- 
bunal of lawyers will investigate complaints 
from the public against the security service. 

The Labour party will argue that these 
safeguards are inadequate protection of the 
liberties of the subject, and that there 
should be some parliamentary oversight of 
the security services. Ir will also hate the bill 
on official secrets, which will narrow but 
toughen the notorious 1911 legislation— 
along the lines of a white paper issued earlier 
this year. The catch-all protection, forbid- 
ding any leaking of any government in- 
formation, will be swept away. In its place 
will be protection for information which 
does "unacceptable harm to the public in- 
terest”. 

Among other bills, one, long overdue, 
will reform child-care law. A housing bill will 
put new curbs on the finances of council 
housing, to prevent local authorities using 
the rates to subsidise rents. By contrast, the 
promised bills on employment and company 
law will loosen regulation. The employment 
bill will scrap most remaining restrictions on 
where (and for how long) young people and 
women can work. The companies bill will 
streamline merger policy. 

In both cases, the government believes 
that freer markets, be they for labour or for 
the assets of a company, will lead to more 
efficient use of resources. But it knows both 
bills will meet plenty of opposition. If it is 
not the workers of Scottish & Newcastle 
breweries demanding protection from a 
takeover, it will be those suggesting that Mrs 
Thatcher wants children to work down the 
mines. 

To neutralise such pressures, Mrs 
Thatcher’s technique is to throw out a few 
populist bones: measures to hammer both 
those who can be accused of threatening the 
security of the state, and those in the tender- 
hearted middle-classes who support them. If 
a measure is opposed in the leader columns 
of the Guardian, Mrs Thatcher feels nowa- 
days, most voters will probably support it. 

Such a policy will work only so long as 
most of the electorate feel richer than they 
did last year. That in turn depends on how 
well Mr Nigel Lawson, the chancellor of the 
exchequer, manages his brief. He thinks 
that by keeping interest rates high he can 
give the booming economy a soft landing 
next year, without pauperising either mort- 
gaged home-owners or industrialists. Mr 
Lawson dozed off during the Queen’s 
Speech. Mrs Thatcher will be hoping that 
this was an example of his legendary insouci- 


ance; not a sign that he has lost his no-less- | 


legendary lucky touch. 
Ne 









EEXIN os E a 
Water privatisation 


Big business 
ID granny leave you some shares in the 


pj 
A local water company? Hang on to them. 
They have probably already trebled in value 
this year, but there is more to go for. 
Privatisation of the ten state-owned regional 
y ger authorities will open the way to take- 
er battles in their shares. Among the 29 
‘ste tutory, but private-sector, water compa- 
nies, the battles have already begun. 


4 $: — These companies supply water—but 
lC 


E My 


t sewerage services—to much of the 
south-east and a few areas elsewhere: in all, 
to a quarter of consumers in England and 
W Jales. The big buyers so far have been 
French. Compagnie Générale des Eaux first 
ought minority stakes, generally large ones, 
n ten companies. It would be content, it 
id, to remain a minority partner. Humph, 
sai d sceptics. They were right: it has just put 
in full bids worth £57m for two of the ten. 
Any partnership will be one between a 
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The Queen: rumours denied 


$i 
E Ya Mr Gorbachev will make an offi- 
i E cial visit to Britain as the Soviet 
— Union's head of state. Yes, he will meet 
| . the Queen. But there has been no official 
. discussion between the two capitals of 
- any state visit by the Queen to Russia. 
| The story of such a visit emerged last 
| week from Moscow via a journalist 
| whose father is said once to have been a 
|| good source on what the Kremlin thinks. 
| The notion that the heir to the killers of 
the Romanovs was about to invite over 
| the grand-daughter of the murdered 
| Tsar's first cousin, King George V, en- 
- thralled the British press. 

Alas, no, the eager scribes were told 
by Mr Bernard Ingham, the prime minis- 
|| ter's press secretary. There had been no 
| invitation and no discussion of any such 
| invitation. Ah, but if there were to be 
|| one? Number 10 would advise the palace. 
|| What would the advice cover? Whatever 

- was relevant. Would the murder of the 
| Romanovs be relevant? It could be. What 
|| is the difference between overseas visits 
| by Mrs Thatcher and one by the Queen? 
| Mrs Thatcher—who went to Moscow in 
 1987— goes as a politician and so can 
— make political speeches. “Thatcher: No, 
— Your Majesty" whooped the Sunday 
press, to the fury of the palace and 
Downing Street alike. 

Enter, as the Queen's champion, Mr 
Dennis Skinner, a Labour mp better 
known for his loud voice and far-left 
views. Shame on Mrs Thatcher, he cried, 
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whale and minnows: Générale supplies a 
third of all domestic consumers in France. 

Lyonnaise des Eaux, number two in 
France, has gone for outright control, 
though it too is talking its ambitions down. 
Last summer it paid £67m for Essex Water 
and East Anglian Water. Now it has an- 
nounced £60m in agreed bids for two north- 
eastern companies, Newcastle & Gateshead 
and Sunderland & South Shields. With 
more to come? No, says Lyonnaise—just as 
it said after its earlier takeovers. 

France’s number three, SAUR, first 
bought sizeable stakes in four companies 
near London in a joint venture with Brit- 
ain's Trafalgar House which later came 
apart; SAUR is selling two of these holdings 
on to Générale. But this week it launched 
£68m of bids for three more companies. 

The only noteworthy British buyer has 
been one of the water authorities: Southern, 
which, with a private-sector partner, now 
holds between 32% and 45% of three water 
companies in its area. The Northumbrian 
water authority had bought small stakes in 
the two local companies now to be taken 


Murdered Nicholas, cousin George 


who over nine years had spent £5m of 
public money on her own foreign travels 
and was now vetoing the Queen’s little 
trip. Rubbish, huffed the prime minister. 

State visits by a British monarch now- 
adays take at least a year to plan, often 
two. They have always been highly politi- 
cal. Just as Edward VII was sent to Paris 
80 years ago to cement the entente 
cordiale, so Elizabeth Il went to Madrid 
last month to confirm Britain's new- 
found closeness to Spain. Mr Gorbachev 
may yet get such an accolade; but not un- 
til later in Mrs Thatcher's reign, and 
only when she, not the Queen up the 
road, judges he has earned it. 
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over by Lyonnaise, which between them 
cover most of the area for which it is respon- 
sible. But it sold again, after legal challenges 
to its right to buy, and is now understand- 
ably angry. Other water authorities may yet 
buy before privatisation; Whitehall is pre- 
tending that the legalities are their concern, 
not its. 

After the state sell-off, the market will 
be subject only to anti-monopoly regulation: 
the ex-authorities, turned into “water 
PLCs", will be free to buy—or (unless the 
government eventually decides on a “golden 
share” or other blocking mechanism) to be 
bought. Thames Water for one, headed by 
the vigorous Mr Roy Watts, has made clear 
that it intends to be a predator, not a victim. 
Within a decade, some people reckon, Eng- 
land and Wales may have only half a dozen 
water suppliers between them. 

That sounds odd. What is so attractive _ 
about water? True, it is big business, offering’ 


a local monopoly: the water authorities took ~~ 


in £3 billion in 1987-88 (including £320m 
for activities that will be transferred to the 
new National Rivers Authority), and their 
profits looked fat at £740m. But they had to 
spend £1 billion on fixed assets—and there 
will be nothing fixed about the already soar- 
ing capital costs of higher environmental 
standards, whereas prices will be controlled. 

Yet expansion in water has charms: 
e Underused assets. Water authorities 
own tens of thousands of acres—around 
17,000 for Thames Water. Some of this land 
could be developed or profitably sold. 
e Economies of scale. Though both sides 
of the industry have cut their workforces, 
gains could still be made, notably in admin- 
istrative costs. Water companies' turnover 
per employee was only £47,000 in 1987-88, 
against the authorities’ £60,000. 
e Diversification. The French companies, 
notably, want new markets for their skills: 
not just in sewerage and metering but ii 
waste disposal and other public services, es- 
pecially those that need their ability to han- 
dle millions of customers. Générale, for in- 
stance, is active in waste, cable and pay-Tv, 
cellular radio, energy, construction. and 
housing. British companies could follow 
suit. Property development, leisure, perhaps 
even financial services, offer scope. 
e Finance. The government will manipu- 
late the debts (ie, future interest costs) of the 
various authorities before the sale, and fix 
its own price for each, in a way that makes 
them attractive to investors. Charges to con- 
sumers will be rammed up next year, ostensi- 
bly to meet new environmental standards, 
partly to meet tough government capital 
controls. Yorkshire Water and Southern 
Water are already talking scarily of 20-2596 
increases. So the new water PLCs will start 
with decent profit prospects. 

The big unknown is future environmen- 
tal costs. But price controls should not, in 
fact, leave an efficient company exposed: 
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prices plus or minus k”’) will in theory be 
fixed for ten years, it will be able to seek a 
review if higher standards are set. And tied 
customers will have no choice but to pay up. 





Harland & Wolff 


A slow death 


HANTS of British treachery are com- 

monplace on Ulster streets, but the re- 
cent march by angry Protestant shipyard 
workers through the centre of Belfast ex- 
pressed a new conviction. The 3,800-strong 
remnant of the once-mighty Harland & 
Wolff workforce can now see closure ahead. 
The wonder is that for so long they have 
been insulated from the common fate of 
British shipbuilding. 

Harlands has two orders under way. If 
no more are found, 700 men will go next 
spring. The official line is that government 
does not want to see the demise of one of 
Northern Ireland’s oldest industries. But at- 
titudes have changed since the 1970s, when 
the government reckoned that endless sub- 
sidy was the price to be paid to keep 
Harlands's overwhelmingly Protestant 
workforce in the yard, and off the streets. 

So the money poured in. Since 1966 
Harlands has soaked up £1 billion of public 
money at today's prices—in subsidies for 
contracts, for training, and towards losses. 
Since it came into public ownership in 1975, 
its workforce has shrunk from 9,500 to 
3,800. Each job still costs the government 
almost £16,000 a year. Last year’s support to 
the shipyard cost £60m. 

Last summer the government an- 
nounced that it intended to sell off Harland 
& Wolff, as well as Short Brothers’ aircraft 
actory, and the Northern Ireland Electricity 
vervice. Shorts is Northern Ireland's largest 
industrial employer, Harlands its second 


though each one's formula for rises ("retail 





largest. The shipyard and Shorts both sus- 


pect they will be unsaleable. 

Shorts may be wrong. Officials at 
Northern lreland's Department of Eco- 
nomic Development (DED) say there have 
been 27 inquiries about it since July—more 
than five times as many as about the ship- 
yard. The company has a good reputation in 
the missiles and aircraft business. But it has 
been starved of investment, and has barely 
broken even for the past five years. The gov- 
ernment will not stump up the £500m or 
more Shorts says it needs to work on a new 
commuter jet and stay in business as an air- 
craft maker—at least not this side of 
privatisation. 

The plan to sell Harland & Wolff was 
announced in a rush by Mr Peter Viggers, 
Northern lreland's industry minister. The 
shipyard's chief executive, Mr John Parker, 
and an Indian shipping magnate, Mr Ravi 
Tikkoo, had just brashly told the world they 
hoped to build Mr Tikkoo's "ultimate 
dream", a vast cruise ship. Both apparently 
took for granted a massive government sub- 
vention for everything. The government 
was prepared to offer a subsidy only for the 
cruise liner. 

By the time the talks collapsed, it had 
become known that Harlands had been ex- 
cluded from the first stages of competing for 
an order to build an aviation support ship 
for the Ministry of Defence. The DED said 
Harlands could certainly bid for the order, 
but only when privatised. An £8m order for 
a dredger, discussed for seven months, has 
been withdrawn because the minister has 
made it clear there will be no more subsidies 
for contracts—until privatisation. 

Mr Parker says he is working on a man- 
agement-worker buyout, with Mr Tikkoo's 
dream as an important component. Officials 
would rather he talked to Sealink, a ferry 
company, but Sealink will not play: it has 
merely inquired about replacing five of its 
ships. Two other companies were called pro- 
spective buyers. One, the British Bulk 





Going, going 


THE ECONOMIST NOVEMBER 26 1988 


BRITAIN 


Transport company, now faces takeover by 
Bergesen, a Norwegian tanker company 
which does not want to buy a Belfast ship- 
yard. The other, a Turkish shipowner called 
Ugur Mengenecioglu, seems to be losing 
interest. 

Faced with prolonged uncertainty and 


many redundancies, shipyard workers say ` 


the government has scuppered them by 
stopping further subsidies. Officials argue it 


might prejudice negotiations if the yard - 


took further orders now. The workers 


reckon that ministers are really screwing up - 
their courage to let the company die. They ` 


are right, and ministers should. 





Privatisation 


Plus ca change 


OES privatisation necessarily make 


companies more efficient? Some aca- - 


demics have doubts. A new study* by Mr 


Matthew Bishop and Mr John Kay at the - 


London Business School argues that 
privatised firms might well have improved 
their performance even if they had stayed in 
the public sector. 

The study finds that privatised firms, 
judged on several measures including their 
total factor productivity, have not done no- 
tably better than those enterprises still 
owned by the state (see chart on next page). 
For example, between 1983 and 1988 Brit- 
ish Steel's productivity grew fastest (by 
12.496 a year), while that of British Telecom, 
flagship of privatisation, managed just 2.596. 

All these firms have done much better 
since 1983, but the numbers are hard to in- 
terpret: both privatised and still-state- 
owned firms have done well out of the 
boom, and firms such as British Stee! (now 
up for sale for £2.5 billion) started from 
such a low base that large increases were al- 
most inevitable. 

The threat of privatisation may account 
for some of the improvements, but not all: 


the Post Office, whose core business is to — 


stay in the state sector, has performed better 
than British Telecom. The LBS study sug- 
gests that the reason the performance of 
both privatised and still-state-owned firms is 
so similar is that they have each undergone 
the same changes in management culture, 
and now have clear commercial objectives. 
A truer test of the merits of 
privatisation can come only once the invest- 
ment decisions of privatised firms start to 
bear fruit. One benefit of private ownership, 
the government now believes, is access to 
private capital markets. But the cost of such 
capital comes as a shock to nationalised 


* "Does Privatization Work? Lessons from the UK" by 
Matthew Bishop and John Kay, London Business School, 
Sussex Place, London NWI 4SA, £10. 
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firms weaned on the need to earn only a 5% 
real rate of return. So the freedom to bor- 
row, unconstrained by the Treasury, will not 
necessarily lead to more investment. Some- 
times it shouldn't. British Telecom's invest- 
ment in 1987 was just over a third higher in 
real terms than in 1984, but as a proportion 
of sales it was unchanged. 

The higher cost of private capital may 
constrain investment, but it will also change 
the investment decisions that are made. It 
has already turned upside down the eco- 
nomics of electricity generation. In state 


- hands, nuclear-power stations were a bar- 


gain because, although they are expensive to 
build, they are cheap to run. In private 
hands, their huge capital cost makes nuclear 
power more expensive than coal—even be- 
fore risk margins or "nuclear taxes" are 
added. 

Access to private capital also means ac- 
tion when things start going wrong. It is, for 
instance, much harder to cover up slow 
progress in a privatised Channel Tunnel 
than it would have been in the public sector. 
The share price falls, putting immediate 
pressure on management. Private investors 
would never have financed such ludicrous 
extravagances as Concorde or the advanced 


-— gas-cooled reactor programme, nor such ne- 


glect of the basics as new telephone ex- 

changes and lines before privatisation. 
Although the privatised companies are 

free from Treasury control, they have regu- 


No miracle yet 
. Total productivity Annual % change 





latory bodies to watch them. These can de- 
termine how far they will be allowed to raise 
prices over the next five years, and thus ef- 
fectively the maximum return they can earn. 
Such tough regulation would be less neces- 
sary if, as the LBS study suggests, state 
monopolies had been broken up into truly 
competitive firms before going into the pri- 
vate sector. Private ownership may lead to 
fewer stupid investment decisions, but feel- 
ing the force of real competition would 
surely lead to more sensible ones. 
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Bedside lessons 


T MUST be hard to spend £1 billion, give 

your staff an average 18% pay rise and 
end up with a chorus of complaints and 
strikes. Yet that is what Mr Kenneth Clarke, 
the health secretary, has achieved with the 
nurses. His experience holds lessons for 
other employers, both public and private. 

The uproar is the result of a regrading of 
nurses. Such exercises often cause anguish. 
This time senior nurses claim that proper 
24-hour care requires two sisters, not one, in 
charge of each ward. And junior nurse auxil- 
iaries graded as “supervised staff' reckon 
that supervision means more than being 
able to reach somebody senior by telephone. 

Mr Clarke replies that such details were 
settled during two years of negotiation with 
the unions. The aggrieved nurses point out 
that if they accept the grades they have been 
given their pay will rise by only a smidgen 
over 4%. Hence lesson one: do not mix up 
regrading with a big pay rise, for those who 
expect their share of the second will be upset 
when denied it by the first. 

The nurses also believe that the regrad- 
ing exercise was sabotaged by a government 
determined to fit its cost within a pre-or- 
dained cash ceiling. Certainly the grade 
structures proposed by some health authori- 
ties in September were vetoed, allegedly be- 
cause ministers wanted equal treatment 
around the country. Mr Clarke then de- 
cided to wrap the deal up with a tub-thump- 
ing announcement of £100m more cash at 
the Tory conference in mid-October. He is 
now boxed in: to concede more than a 
handful of appeals will mean a bill that the 
Treasury, already raided once, will not ac- 


cept. So lesson two: do not go firm on costs 
too quickly, or your opponents will argue 
that the regrading is being squashed to fit 
the bill, not the other way around. 

The nurses have lodged 100,000 appeals 
against the new grades. Nobody knows 
whether "block" appeals are allowed, 
though the Royal College of Nursing (RCN) 
has negotiated one with the Greater Glas- 
gow health board, much excoriated for its 
handling of the regrading exercise. The gov- 
ernment has reluctantly been drawn into ne- 
gotiations with the unions through ACAS, 
the public arbitration service. The only fer- 
tile ground for a compromise is probably the 
appeals procedure, which could usefully be 
refined and shortened. Lesson three: sort 
out the appeals procedure before imple- 
menting a new grade structure. 

The row is further disfigured by jockey- 
ing for power between the three main nurs- 
ing unions. The no-strike RCN is gaining 
members at the expense of the other wd 
and it will gain more if (as is likely) it decides 
next year to admit nurse auxiliaries. Hence 
(a) the efforts by COHSE and NUPE to hold on 
to their members by showing that strikes 
bring results, and (b) the decision by Mr 
Clarke to talk only to the RCN. The unions’ 
power, and the noisy political rows when- 
ever ministers get closely involved in pay ne- 
gotiations, could both be cut if—lesson 
four— pay bargaining were decentralised to 
the employing health authorities. They 
could then pay more only in the regions 
which really needed more nurses. 

The next nurses’ pay-review body re- 
port is due in January. Its reception was al- 
ways likely to cause rows because, after 1896 
this year, the government wants next year's 
pay bill to rise by no more than inflation. 
The regrading shambles has turned likely 
into certain. Nobody should envy the review 
body. So lesson five is always to finish the 
old row before starting a new one—in othe: 
words, get pay sorted out quickly. 





Cathedral treasures 


Worldly wealth 


NE of Britain’s great medieval trea- 

sures may go abroad, while the art 
world squabbles about who is to blame. Last 
week Hereford Cathedral announced that it 
was to sell through Sotheby’s, a leading Lon- 
don auctioneer, its thirteenth-century map 
of the world (the Mappa Mundi) to help se- 
cure its future. 

Unlike the Poussin painting “secured 
for the nation” at £7.25m earlier this year, 
the Mappa Mundi really is part of Britain’s 
cultural heritage. Housed at Hereford Ca- 
thedral for seven centuries, the map shows 
Jerusalem at the centre of the world with an 


elongated England, Wales and Ireland mod- 
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Whitehall's policeman 


The Home Office is the sep that keeps unwanted foreigners out of 


Britain, and 
pubs and bingo 


any Welsh and English whom it has not put in prison out of 
halls. Our latest profile ofa Whitehall 


department looks 


at the Lubianka of Queen Anne's Gate 


ACK in 1782 the Home Office was 

set up to run all Britain's domestic af- 
fairs. Today, it controls only 496 of public 
spending and has 796 of civil servants. It 
has a mish-mash of tasks, from protecting 
animal rights to regulating broadcasting 
and official secrets. The core of its work is 
the administration of justice in England 
and Wales. Yet a sense of history and of its 
position as one of the great departments 
of state makes the Home Office aspire to a 
more lofty and reflective tone than 
might be expected from a mere jus- 
tice ministry. 

Every new home secretary is 
awed by his department's collective 
memory. Whenever the subject of 
capital punishment arises, the older 
lags recall the air of gloom that used 
to hang over the ministerial floor 
before a hanging. No home secre- 
tary would relish adding back to his 
long list of duties the responsibility 
for advising the Queen whether to 
exercise clemency over convicts on 
death row. 

Tough-minded ^ Conservative 
members of Parliament misunder- 
stand this, and complain that the 
Home Office is stuffed with unre- 
formed liberals who hijack home 
secretaries. True, Home Office offi- 
cials dealing with sentencing policy, 
a central Tory concern, are a bit 
soft-hearted. Mr David Faulkner, 
who heads the criminal depart- 
ment, is known as the department's 
tame liberal. Mr Faulkner also controls 
the Research and Planning Unit, the most 
impressive research department in White- 
hall and one of the few which carries out 
much of its own work. It has always had its 
share of young radicals even if, like Mr 
John Wheeler, they grow up to be a Con- 
servative MP. 

Yet these liberals have not clashed 
with recent home secretaries. Why? Partly 
because all three of Mrs Thatcher's home 
secretaries—Mr William (now Lord) 
Whitelaw from 1979 to 1983, Mr Leon 
Brittan from 1983 to 1985, and Mr Doug- 
las Hurd since then—have edged towards 
their officials’ positions by being fairly lib- 
eral themselves. Partly, too, the Conserva- 
tive party conference acts as a constant 
check on any Tory home secretary’s liber- 
alism, and a wise civil servant will not seek 
to undermine a minister's position. 
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The Home Office's many briefs make 
it hard to create a single "departmental 
view". But an experienced official, after 
claiming that there is no such thing as a 
Home Office view, identifies two 


exceptions: 
The first is that it is essential to reduce the 
prison population at all costs. The second is 
that anyone wanting to come into this coun- 
try is a rogue, a fiddler, a thief or worse. 


The second of these strictures is easy to 





Peel's invention 


translate into practice without interfer- 
ence from politicians. The mandarins 
who run the immigration service in Lon- 
don like to think that they are applying 
regulations fairly. Their junior officials at 
the air and sea ports, however, apply the 
rules as tightly as possible. Their political 
and official masters rarely do much to dis- 
courage them. An exception was Mr Alex 
Lyon, a Home Office minister in the last 
Labour government, who was in the habit 
of letting in immigrants whom officials 
wanted to keep out. Mr James Callaghan, 
the then prime minister, sacked him. 
The first departmental line—a desire 
to send fewer people to prison—is based 
not just on the liberal views of Mr Faulk- 
ner, but also on the administrative and f- 
nancial nightmare faced by the prison de- 
partment. It has repeatedly had to raise its 
projections of prison demand. Until re- 








cently it gave in to union militants in the 


prison service even more often than the 
old British Leyland or pre-Murdoch news- 
papers. But that is changing. 


Prison staffing has been overhauled, 


thanks to Mr Eric Caines, a rare outsider 
recruited into the prison service from the 
social-security department. Mr Caines 


was not afraid to use the press in his battle 
of words with the Prison Officers Associa- — 
tion. The streamlined prison service that 
he created is still recovering from repeated — 


union attacks on the changes, but most 

slippery practices and inflated overtime 

payments have gone. 

The Home Office has also been trying 
to reduce backlogs in its immigra- 
tion and passport offices, which 
had grown to shameful levels, and 
to promote managerial change in 
the police. Its new permanent sec- 
retary, Sir Clive Whitmore, for- 
merly top gun at the Ministry of 
Defence, is known for his thor- 
oughness, and is a favourite with 
Mrs Thatcher, whose private secre- 
tary he was from 1979 to 1982. Sir 
Clive replaced a more traditional 


but is not preparing a big reform. 
He would, however, like to improve 
co-ordination between the Home 
Office’s sections, and look at its 
budget more as a whole. That 
might mean, for example, investing 
more money in the probation ser- 
vice so as to cut spending on 
prisons. 

There are limits to the mana- 
gerial approach. More than half of 
the Home Office's public-spending 
programme goes to the police. 
Apart from the Metropolitan Police, for 
which the home secretary is directly re- 
sponsible, the Home Office can only urge 
and cajole. The home secretary must ap- 
prove increases in police manpower, but 
police forces are run by local authorities. 

Some senior officials now seriously 
wonder whether a national police force 
might not come in the next decade. They 
think they might make the police more ef- 
ficient if they could rule directly, rather 
than by circular to 41 autonomous forces. 
But the chief constables of those forces 
cherish their operational independence, 
and warn that without it the police would 
be subject to political manipulation. For 
the foreseeable future, the Home Office 
will continue to oversee the police in the 
peculiarly English system that has evolved 
since the days of one of its earliest masters, 


Sir Robert Peel. 


| 


civil servant, Sir Brian Cubbon, . 
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ly Sec at the a The whimsical il- 
trations include a salamander with the 
tion “A most poisonous dragon—if it 
into the water, all who drink it will die". 
‘In 1984 Hereford's dean and chapter 
ommissioned a firm of accountants, Peat 
arwick, to examine the cathedral's fi- 
nces. It concluded that £7m was needed 
ensure the cathedral's future. This con- 
erable sum, says the dean, the Very Rev- 
d Peter Haynes, is needed to clear the 
thedral's £150,000 overdraft and repair 
fabric. But much of the money would go 
rovide a regular income for the choir 
3o0l and to pay for pastoral care. 

The cathedral authorities see their job 
the care of souls, not of medieval 
ography. Despite scores of private dona- 
yns and the city council's offer of the prod- 
ofa Ip levy on the rates, they seem deter- 
ed to push ahead with the sale. Ánd 
sy can do it: unlike parish churches, ca- 
edrals can sell any treasures if they wish. 





posal of the Mappa Mundi began in 1985. 





bour party 


A T A conference just before the new par- 
Lliamentary term started, Mr Neil 
inock and his sharp-suited Labour front- 
ich. team decided that the government 
is vulnerable on two grounds; first, “qual- 
y of life"; second, women's issues. 

"The first is meant to give Labour a way 
into southern Britain. Outside Lon- 





Negotiations with Sotheby's for the dis- — 
B Y 


ie one with a heart 


don, it holds just three seats out ef 116 s 


These are the areas where populatie 


Lord Gowrie, the chairr 


^ 


and a former arts minister, ud the Brit ECC 


ish d in 1987. He even proposed a deal 
whereby the British Library would buy the 
map and lend it back to Hereford. The li- 
brary’ s inertia, argues a Sotheby's director, 

is deliberate wait-and-see: if the outcry is suf 
ficient, it assumes the government wi ill put 
up the cash to keep the map in Britain. 

It may be right. If the map is sold, the 
government is likely to use its powers to de- 
lay an export licence for up to six months 
while attempts are made to buy it back, and 
may chip in some of the cash through the 
National Heritage Memorial Fund. 

Perhaps the taxpayer should contribute 

more to the upkeep of cathedrals—but, if 
so, on conditions about the way they man- 
age their finances. That would be fairer, to 
taxpayers and cathedrals, than using state 
cash to match foreign bids when a cathedral 
that has a treasure is minded to sell it. Any 
offers for the magnificent. twelfth-century 
Winchester bible or Salisbury 's s Magna 
Carta! 


East Anglia, the south-east and sou west; 
even in outer London; just ten out of 5 


growing fastest. Mr John Cunning 





Labour's quality-of-life spokesman, hopes: to r 


tap a vein of disquiet among prosperous 
southerners at t the uglier SEDES aa i 





women. This is partly because more women. 
oppose restrictions on abortion than sup- 
= port them, and the Republicans are on the 
. whole associated with 


— life". 
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Labour 43 38 40 35 30 2% 32 32 
Alliance 18 20 13 15 25 27 23 23 
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Source : MORE M = Male F = : Female 


rivers, lager louts—of their prosperity. 
What about the women? Conventional 
wisdom in Britain is that no party gains 
much from appealing specifically to either 
sex. For one thing, that may put the other 
sex off; for another, "women's issues ', easy 
enough to define in day-to-day politics, get 
swamped in a general election by broader is- 


sues like the economy and defence. 


Two things have shaken this view. One 
is American experience. For the past decade 
Democrats have done better (or in some 
places less badly) than Republicans among 








babies’ | “right-to- 
Abortion is not a party issue in Brit- 
ain. But the speed with which the issue of 


- day-care facilities for children surfaced in 


America's and Canada's recent elections 


|. suggests to pollsters that, as the number of 
. two-income families grows, such subjects 
. come to the fore. In Britain the proportion 
t of women aged 25 to 44 who have jobs has 
“risen from 52% in 1971 to over 67% now. 


Expect a politicians' auction in day care. 
Secondly, Labour tacticians were 

‘bucked by one figure in last year's general 

election: 1987 was (see table) the first time 


that it won the same proportion of women’s 
~-yotes as of men’s. But so what? Even then 


(see chart), Labour did better than the To- 


' ries among only one group: women aged 18 


to 24. 

Sadly for Labour, young — are t 
day the least likely to vote—and olde ^ 
women, who turn out more. readily, are 
overwhelmingly Conservative. And 
Labour's gain among young women-—it won 
an extra 11% of their vote in 1987—baffles 
academics. The likeliest explanation is that 
they found Mr Michael Foot, Labour's lead- 
er in 1983, a terrible old fogey, but quite 
liked Mr Kinnock in 1987. That hardly pro- 
vides a base for a clever new political 
strategy. — 

Not, at least, at naronal elections. At lo- 
cal elections, where defence is irrelevant and 
the state of the economy less pressing, issues 
of child care and the like could loom propor- 
tionately larger. By concentrating on such is- 
sues in local contests, Labour might hope to 
hold its new young female supporters once ` 
they start to have families, But Labour al- 
ready does far better in local elections than 
national ones. So where's the benefi? Try 
again, brothers. - 
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The state of trade 


Oil price North Sea Brent 
$ per barrel 


) After disarray in setting pro- 
duction quotas, OPEC seems to 
be inching towards setting a 
ceiling on oil production of 
18.5m barrels a day. But Iran 
has yet to agree. 


A trade war is brewing be- 
tween America and the EEC 
over imports to Europe of 
hormone-treated beef. 
America reckons there is 
nothing wrong with the meat 
and threatens retaliation if the 
EEC doesn't allow Europeans 
to buy it. 


Switzerland's president 

and finance minister, Otto 
Stich, proposed a tax on off- 
shore funds managed by Swiss 
banks. Stich wants to recoup 
planned cuts in stamp duty on 
domestic share trading. 


Canadians voted for a free 
trade deal with America when 
they re-elected Brian 
Mulroney's Conservatives. 
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BUSINESS THIS WEEK 


Brand new deals 





Ranks Hovis McDougall be- 
came the first big British 
company to put a value 

on all its brands: Bisto 

gravy, Hovis bread, Mr Kip- 
ling cakes and a few others are 
now "worth" £678m ($1.2 bil- 
lion), thus trebling the British 
baker's reported net assets. 


The world's third-largest 
aluminium group, France's 
state-owned Pechiney, is to 
buy American National Can, 
which has 3096 of the Ameri- 
can metal container market, 
for $4 billion. The deal, which 
will make Pechiney the world's 
biggest packager, should help 
balance its main, cyclical busi- 
ness. The group will also build 
a new smelter in northern 
France, close to its European 
customers. 


After two years as a public 
company, Richard Branson's 
music and entertainment vehi- 
cle, Virgin Group, voted to 
go private again. 


Weddings 


American steelmaker Armco 
agreed to form a joint Ameri- 
can venture with Japan's Ka- 
wasaki Steel. Armco joins a 
long list of steelmakers who 
want to marry Japanese com- 
panies and their technology 
dowry. 


South Korea's Daewoo has 
agreed to export car parts to 
Hungary where locals will 
build its Le Mans model. 


Daewoo's potential market in- 




























cludes 360,000 Hungarians 


who are on car waiting lists. 


Paribas, the French invest- 
ment bank, is teaming up with 
Banca Commerciale Italiana 
(BC1), Italy's fourth largest 
bank, and Assicurazioni 
Generali, Italy's biggest in- 
surer, to found a Milan-based 
merchant bank. Paribas is 
keen to push into more south- 
ern European countries; BCI 
wants to learn all about invest- 
ment banking. 


Japan's Sony is considering 
making an offer for America's 
MGM/ United Artists. Last year 
Sony bought cas Records for 
$2 billion. 


Men and molehills 





George Bush chose Richard 
Darman as his Director of 
the Office of Management and 
Budget. Darman's job is now 
to cut the budget deficit he 
tolerated while deputy secre- 
tary of the Treasury. 


Drexel Burnham Lambert, 
a Wall Street investment 
bank, has been warned that it 
faces racketeering charges for 
securities offences. It would be 
the first broker to be charged 
under America's Racketeer-In- 
fluenced and Corrupt Orga- 
nisation Act, originally used 
to tackle the mob. 


America's second biggest 
credit-card outfit, 
MasterCard, has appointed 
Alex Hart as its president and 
chief executive, following the 
resignation of Russell Hogg in 


July. A former professional — - 
footballer, Hart has some way _ 
to go before ousting Visa from 
its position as market leader. — ; 


Loosen up 


Brazil lifted import banson . 
1,250 products, ranging from - 
foods to chemicals. That will 
still not be enough to meet a 
target of 5,000 items meant to . 
be freed by the end ofthe — - 
year. And Indonesia will al- — 
low the private sector a greater | 
role in its economy: the gov- 
ernment is to deregulate the | 
shipping industry and imports | 
of plastics. 


North Korea shipped a load | 
of clams to South Korea—the 
first overt trade between the 
two neighbours since 1945. 
| 
igo docs sy allowed two | 
icago futures exchanges, | 
the Mercantile Exchange and 
the Board of Trade, to trade | 
Japanese stock-index con- —— | 
tracts. They will be America’s j 
first futures contracts tobe — | 
traded and settled in a foreign | 
currency. EI 
) 


European airlines from ten | 
non-EEC countries want the — 


+ 


same kind of deregulation that | 
the Community's air routes al- | 
ready enjoy. Not that the EEC 
is terribly liberal. | 


Bottom lines 


Interim pre-tax profits at Brit- | 
ish Gas fell by 75%, to £28m 
($50m), compared with a year | 
earlier, thanks to lower oil E 
prices this year. However, E 


ir 











earnings will be much stronger | 
during the winter. E 


| 
New Zealand bankingand in- | 
surance group, NZI, made | 
half-yearly losses of NZ$180m | 
($120m), thanks to a pileof ; 
dud corporate loans. The 
losses embarrassed a British 
insurer, General Accident, 
which spent £380m ($670m) 
on a 51% stake in the group 
earlier this year. 
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BUSINESS 







but all other communist apparatchiks (in- 
cluding the secret police) should be ge r- 
ously pensioned off. : 


Costs of withdrawal | 
This has hitherto looked too expensive. In 
Poland there are about 250,000 people in 
nomenklatura (ie, politically determined) 
jobs. They and their families make up fewe ; 


Gorbachev's leveraged buy-out 


Between perestroika and a panctioniig Soviet economy lie the vested inter- 


ests of a vast bureaucracy. A brave Polish economist advises Mr Gorbachev than 2% of the population, but an estimated. 
to buy out these privileges—and calculates the scale of such an LBO in his — 40-4596 of some kinds of retail sales zo 


own country 


y 5e communist economic system 
has been collapsing for two de- 
cades. Officialdom has now admitted 
sharp drop in real incomes in most 
communist countries in the 1980s, 
but even life expectancy was drop- 
ping frighteningly in the 1970s. Fig- 
ures at last released from the 1979 So- 
viet census suggest that life 
expectancy at birth of a Soviet male 
dropped by six full years in the previ- 
ous decade and a half. On some defi- 
nitions it may have got down to only 
56 years by 1980, which would put 
the Soviet Union in the Burma or 
Zimbabwe class. 

This is absurd in a country with a 
well-educated population, capable of 
marvellous feats in space and even 
health research. The proposed 
Gorbachev reforms are therefore 
wildly overdue. But they are naturally 
opposed by many of the top 2% who have 
done well for themselves under the old com- 
munist system: so well that they are called 
he “kleptocracy” in a pamphlet* just pub- 

hed in London by Professor Jan Winiecki 
of Poland, who is actually trying to be nice 
to them. 

The nearest historical parallel to the 
1988 communist kleptocrats’ regimes is the 
1788 French aristocrats’ ancien regime. As 
in 1788 France, the ruling stratum in com- 
munist countries now appropriates to itself 
a huge proportion of GNP; blocks an Adam 
Smithian industrial revolution that has sud- 
denly become available; and (says Mr 
Winiecki) has come to “hate the rest of soci- 
ety and is at the same time afraid of it”. 

Governments like Poland's and Yugo- 
slavia's therefore tinker with a sort of 
perestroika which cannot work. The re- 
forms attempted are at first piecemeal and 
inconsistent, then suffer further subversion 
because party apparatchiks and bureaucrats 

sare entrusted with both designing and im- 
plementing them. The private entrepre- 
neurs who emerge are not those with the 
Mowest production costs, ready to pay the 
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highest prices for needed scarce inputs, but 
are apt to be the deputy prime minister's son 
and the police colonel's brother. 

Such a contaminated private sector is 
less efficient even than the old state one, 
which was at least given some market effec- 
tiveness by bribery. The police colonel's 
brother need not bribe. He obtains his 
scarce inputs on the nod—and then secures 
monopoly profits by supplying the resultant 
scarce outputs to wildly inflated markets. 

The system could end in a bloodbath, 
1 789-style; but this would be inconvenient. 
The kleptocrats might react against being 
guillotined by blowing up the world. Mr 
Winiecki suggests a way out, albeit in a pam- 
phlet which also contains a half-dissent by a 
Yugoslavian constitutional lawyer. Coun- 
tries like his Poland should remain a part of 
the Soviet military and foreign policy sys- 
tem, with communist apparatchiks still 
heading the uniformed military and police; 


“Gorbachev's way out?", by Jan Winiecki, with a com- 
ment by Kosta Cavoski. Centre for Research into Com- 
munist Economies, 2 Lord North Street, London SWIP 
3LB. 
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through their privilegentsia’s shops. i 
Mr Winiecki guesses that, fortunately, 
nearly 200,000 of them need no com- 
pensation because they have no real 
decision-blocking power. These are 
junior people who got jobs above 
their qualifications because of what 
the upper kleptocracy calls thei r 
"proper political attitudes." He 
thinks "they would easily be left to 
their fate by their party superiors, for 
they were never treated as 
partners...[merely] expected to carry 
out party orders without voicing their 
own opinions on any matter". He 
also sees no need to compensate peo- | 
ple like corrupt butchers who grow 
rich selling the best cuts under the 
counter, because they can be made to 
fight their way in free markets. E 
Mr Winiecki therefore calculates - 
that there are only 55,000-60,000 top 
Poles who would need to be bought 
off—fortunately with an average age 
as high as 50—and that they might accept a 
pension equal to about 3.4 times the na- 
tional wage. At present they get more than 
this, but some of their existing perks—such 
as a nice house—have been got by mos 
kleptocrats before they reach 50. No need to 
remove them. The 3.4 figure would compen- 
sate even for the huge black-market resale 
price of the cars and other consumer dura- 
bles which today are corruptly distributed to 
them at low list-price. 
Even this reduced compensation would . 
cost a capital sum equal to one-quarter of 
the present bank accounts and savings de- 
posits of the Polish people. Many will rightly 
call it immoral to reward the kleptocracy 
with such a tax on Polish people's savings — 
(either a direct tax or increasing inflation). — 
But Mr Wienecki thinks, probably correctly, 
that rewarding the pensioned-off with his es- _ 
timated 300 billion-350 billion zloty of com- 
pensation would, in a short time, bring an 
increase in real GNP of ten or a hundred - 
times that amount, This may be the cost of — 
sending Marxism into early retirement. 
One legitimate counter-argument is that 
the cost of pensioning the kleptocracy — 
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would be much higher in the Soviet Union, 
China and poor Romania than in Poland. 
Another objection, put in this booklet by 
Yugoslavia's Mr Kosta Cavoski, is that such 
a reform may already be too late. 

Mr Cavoski says the ruling communists 
in Yugoslavia have been guilty of all the 
same corruption as the communist planners 
in Poland, plus some extra horrors: such as 
huge commissions to bureaucrats when con- 
tracts are signed with foreign firms, and 


250,000 chauffeur-driven cars for the 


"kleptocracy. The communist system has 


brought Yugoslavia inflation at an annual 
rate of around 20096, and an officially ad- 
mitted fall by one-third in the standard of 
living during the past eight years—more 
truthfully a fall nearer one half. 

The first policy change needed in Yugo- 
slavia should be to allow any private firm to 
set up and do anything from which it can 
make money. Many of the big state-sup- 
ported enterprises are making huge losses, 
and could not meet their wage bills if proper 
bankruptcy laws applied. They should be de- 
clared bankrupt, then sold to pay off credi- 
tors, or workers should be allowed to take 
them over and run them at their own risk. 
One possible set of buyers consists of for- 
eign investors, if the country were to revert 
to proper free markets. Another pool for in- 
vestment could be the $10 billion-20 billion 
that Yugoslavian guestworkers in Western 
Europe are believed to hold in foreign 
banks. Such funds are unlikely to be repatri- 


- ated to compensate the kleptocracy. 


Marxism in East Europe has been a suf- 
ficiently large failure to require replacing by 
some variants of Mr Winiecki’s or Mr 
Cavoski's schemes. Those who find them 


Polish obstructors’ perks 


Salary excess over that of the similarly educated 
Bureaucrats and 





laughable can at least see in them the scale of 
Mr Gorbachev's problem. The biggest in- 
ducement to apparatchiks to accept some 
version could be the unpleasant noise of 
tumbrils otherwise coming down the road. 





Japanese lorries 


On the road 
again 


| bs their fellow carmakers, Japan's com- 
mercial-vehicle makers are suffering 
abroad from the effects of a high yen—but 
they are riding high in the domestic market. 
The manufacture of medium and large-sized 
vehicles (above 31⁄2 tons) is a cyclical busi- 
ness in Japan. Sales are heavily dependent 
on another cyclical business: the construc- 
tion industry, which has recently been 
boosted by the government's policies 
to stimulate domestic demand. Even 
though new housing starts are tailing 
off after strong growth in 1986 and 
1987, companies investing in new 
plant mean more loads for lorries, 
dump trucks and concrete mixers. 
That means Japanese truckers are in 
top gear. 

In July commercial-vehicle sales 
notched up their 23rd consecutive 
monthly year-on-year increase. That 
surprised even the lorrymakers, who 
now expect sales to increase some 
15% in the year to March. It would 
take domestic monthly sales past the 
160,000 mark for the first time since 
the end of the 1970s. To meet the 
boom, Nissan Diesel, the fourth-ranked 
lorrymaker, has hired temporary produc- 
tion workers for the first time in eight years. 

The fight for market share is fierce. The 
three leading lorrymakers, Hino Motors 
(which is associated with Japan's biggest car- 
maker, Toyota), Isuzu and Mitsubishi Mo- 
tors (which makes Fuso lorries) are slugging 
it out with around 2796 of the market each. 
Nissan Diesel trails with 1896. The top three 
are all pouring money into expanding their 
sales outlets. 

The strength of domestic sales and a be- 
lated effort to cut costs is also restoring the 
lorrymakers profitability. Hino doubled its 
pre-tax profit to Y8 billion ($61.7m) in the 
six months to September, against the same 
period in 1987, on sales 18.596 higher at 
¥248.6 billion. For its full year to next 
March, the company is forecasting a 6196 
rise in pre-tax profits to Y16 billion. 

Without the home-grown boom the 
lorrymakers faced a bleak future. Exports of 
heavy lorries fell by 15.896 to barely 1m ve- 
hicles last year, following the previous year's 
10.496 fall. Unlike Japanese carmakers, the 


lorrymakers have not been able to shift pro- 
duction rapidly offshore. Commercial vehi- 
cles come in all shapes and sizes, and some 
are specially tailored for customers' needs. 
Manufacturers need plenty of sales to justify 
offering a big variety in export markets. 

The Japanese have tried to increase sales 
of knock-down kits, which can be assembled 
abroad. Exports of bus and truck kits have 
increased from almost 280,000 in 1985 to 
nearly 430,000 last year. But the strategy has 
worked well only in Asia. Hino has joint 
ventures in Taiwan and Pakistan (which is 
starting to export to the Middle East). lt is 
also talking to the Chinese about supplying 
engines for Chinese trucks that would be 
sold throughout South-East Asia using 
Hino's sales network. | 

But in America life has been tough. The 
yen's appreciation has forced the Japanese 
makers to increase prices before they have 
established themselves. Japanese commer- __ 
cial vehicles account for less than 1096 of th 
market. That compares with the 2576 ot 





One more for Nissan 


America's car market being taken by Japa- 
nese imported cars and those built in Amer- 
ica by Japanese companies. 

Only Hino and Mitsubishi Motors hax 
tried to go it alone in America. But Hino 
gave up trying to assemble vehicles in Flor- 
ida—from kits shipped from Japan—be- 
cause output was too low to make the ven- 
ture cost-effective. It also had discussions 
with Ford to form a joint venture, but that 
came to naught. Nissan Diesel and Isuzu 
have established joint-ventures, with 
Navistar and General Motors respectively. 
(GM owns 4196 of Isuzu). Nissan Diesel also 
has a contract to supply International Har- 
vester with parts for mid-range lorries. 

The Japanese truckers have tried to tar- 
get high-margin, specialist vehicles. But the 
customers for these can be particularly fussy. 
Hino has. recognised this. lt is offering 
American customers a choice of non-Hino 
engines and transmissions. lt is also invest- 
ing Y3 billion in a flexible manufacturing 
system for its Hino City plant in suburban 
Tokyo to try to deliver bespoke trucks. 
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NINE MONTHS RESULTS 








- $1.69 at 30.9.88 ($1.88 at 31.12.87) 9 months to September 1988 .. S months to September 198 | Change 
| PRE-TAX PROFIT |. £1,089m | |. £961m +13% 
EARNINGS PER SHARE E 42.31p 38.43p +10% 
Currency: fluctuations had little net impact — at constant exchange rates turnover rose 4 per cent and 


operating profit was up 12 per cent to £1,108 million e Financial services — further substantial progress — 
| profit of £333 million, an increase of £64 million — Eagle Star's underwriting performance showed significant 
improvement of £45 million — also excellent results from Allied Dunbar and Canada Trustco e Tobacco profits 





| up 13 per cent at £586 million — Brown & Williamson and BATCo particular success in export markets 
KL Paper and pulp profit up 3 per cent despite disposal of a number of businesses e Retail profit at 
| £40 million — strong store for store growth in Argos - competitive pressures continued to affect US 


retailing results e Farmers acauisition on schedule 


«fla BAT INDUSTRIES 


RETAILING . PAPER . TOBACCO] 
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A record result: 








peraung profit up 








^ Earnings per share up 






























Profit "Earnings per share Dividends per share 
($A million) (À cents) (A cents) 


1987* 


*Half year to 30 September 





















CSR Limited, one of Australia's largest public companies, 1s 
a major building and construction materials company, the 
largest sugar miller and refiner, and has very competitive 
aluminium investments. 
CSR is well placed to further develop its building and con- 
struction materials activities, both. domestically in Australia 
and its international activities in North America, the UK and 
Europe. 
To complement the increasingly international nature of its 
building materials business, CSR is applying for its shares to 
be listed on the International Stock Exchange in London. 





deeem — ime pube ammalia 


Further details on CSR's results and growth prospects are provided in the half-vearly 


results summary. For a copy please complete and return this coupon to: 
CSR International Pty Ltd, 66 Mark Lane, London EC3R 7HS, UK 
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M ine S 


isement, for which the directors of CSR Limited are: solely responsible, has been approved for the purposes of Section 57 of the Financial Services s Act 1986 by 
as sponsors of the proposed introduction) and Cazenove & Co. (as brokers to the proposed introduction), bot of whom Are members of 
The Securities Association. Past performance i is not necessarily indicative of likely furure performance. AIR M E 
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Multisstionslcdipanies once seemed fated to succeed colonial powers 


eyme 


as the 







| direct investment 

by multinational companies was five 
times greater, at on, in 1986 than 
it was 15 years 1 r, In the early 1970s 


HE flow of forei; 


























any prediction of such growth would have 
provoked fresh demands for a United Na- 
tions "code of co ' to control the be- 
haviour of wha 


as exploitative. 

No longer 
code, but its’m 
tivities of what 
porations™ s 


companies dc 








d-world governments 


are coming: e theemployment, 
skills, exports aport-substitutes that 
they deliver. s 

The develo rid’s resentment of 


the direct investment of multinationals 
“ once stemmed from these companies’ very 
rationale for setting up factories abroad. 


One of their reasons was to gain better ac- 
cess to foreign markets: this was construed 
as a threat to crowd-out local firms. Their 


< second reason was the quest for lower 


manufacturing costs: this was exploita- 
tion. The fact that a search for fickle com- 


 parative advantage led such companies to 


invest abroad was taken to imply a lack of 
commitment to the society and employ- 
ment of the host country. 

The UN report debunks many of these 
bogeyman assumptions. One old bogey 


| was size—the idea that multinationals are 


always big, powerful and liable to abuse 
their power. Although giant corporations 
certainly account for a large share of the 
world economy, smaller companies are 
nowadays just as likely as big ones to in- 
vest abroad. 

. The 600 biggest companies in the 


 world—the “billion dollar club" because 

| their annual sales exceed $1 billion—still 
| create a fifth of the world's total value- 
. added in manufacturing and agriculture. 
|. But half of all the world's companies that 
|| have operations abroad are small or me- 
 dium-sized. Japan and Britain were two of 
the world's largest exporters of capital in 


| the first half of the 1980s: 23% of Japanese 


"multinationals" employed fewer than 
300 people in 1984; and in 1981 7896 of 


~ the British firms with direct investments 


overseas employed fewer than 500. The 
smallest company in the billion-dollar 
club (America’s Pennwalt Corporation) 


has, in contrast, nearly 10,000 employees. 


Multinationals increase employment 


| in their host countries. The UN's conser- 
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pore ` of United Nations agencies and their third-world aco- 
lytes. In the market-conscious 1980s, they look nicer than bank loans 








ECONOMICS FOCUS 








vative estimate of direct employment by 
multinationals is 65m, or 3% of the 
world’s labour force. Add indirect em- 
ployment, such as jobs created by suppli- 
ers and by the general lift to an economy 
that multinationals can provide—and 
such companies may generate 6% of 
world employment. American multina- 
tionals employed almost 644m people 
abroad in 1984, 32% of these in develop- 
ing countries, 42% in Europe, 5% in Ja- 
pan and 14% in Canada. 

Foreign investors increase a host coun- 
try s output and exports. This is espe- 
cially important for developing, or newly 








_ Multinationals’ foreign direct investm 
Stocks held abroad by companies trom: 





industrialising, countries which need fast 
growth and foreign exchange to service 
bank debt. Foreign-owned companies ac- 
counted for 55% of Singapore’s employ- 
ment in manufacturing industry in 1982, 
63% of its manufacturing output and 90% 
of its exports of manufactured goods. 
They produced 70% of Zimbabwe’s indus- 
trial output. In 1983 nearly 30% of Argen- 
tina's manufacturing output and exports 
came from multinationals. It is often eas- 
ier for a multinational to export than for 
an indigenous firm to do so. It has better 
distribution and marketing networks 
overseas, and can sometimes circumvent 
protectionism in other countries more 
effectively. 
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there is still some third-world r 
multinationals in the service ini 
This is a pity, because the UN repo 
that services are taking an i 
share of multinationals' foreign dir 
vestment—particularly, but not 
within the rich countries. Services’ sha 
of America’s outward investment ros 
from 24% in 1975 to 34% in 1985; froi 
29% to 35% of Britain's; and from 36% 
52% of Japan's. They accounted for 199 
of Mexico's inward foreign investment 
1971, then 2396 in 1981; for 2096 of foi 
eign investment in Nigeria in 1975, the 


37% in 1982. 


Exportable services 
Why the sensitivity? Despite huge forei 
earnings from hotels, services often see 
less exportable than goods. Although ser: 
vices like insurance can be exported 
meals in restaurants, health care and loc 
transport networks cannot. Investmen 
services by a foreign company thus 
pears to offer the prospect of outflows 
profit, not accompanied by an increase 
exports or inflows of high-tech skills. T: 
UN also reports a "widespread impressi 
that service industries consist largely o 
technologically stagnant, small-scale per 
sonal services based on unskilled labour 
working with little capital in ways that 
have not changed for many years.” — 
The impression is wrong. The UN sa 
that service multinationals bring with 
them what it calls "soft technology" —tt 
skills required to run an efficient busines 
They train much of the skilled labour th 
they need locally, rather than import it. 
They often give these workers more of the 
sorts of skills that can usefully be hired b 
indigenous rival companies. By contrast, 
skills taught in manufacturing are some- 
times appropriate only to a sophisticated 
multinational, The local subsidiaries of 
service multinationals are, the UN finds, 











services. A study of 17 developing coun 
tries found that, while the average price of 
a range of labour-intensive services wa 
only 6096 that in America, the prices o 
high-technology services (such as electric 
ity, air transport and telecommunica 
tions) were often over twice the America 
level, despite subsidies. This handicaps in- 
dustry. While these countries had an aver-” 
age GDP per head that was 2096 of th 
American level, their spending per head 
on telecoms was only 1% of America's, 














Unlike many other areas 
of business in Japan, 
non-life insurance is not 
us "opening up" to for- 
gners. No tariffs dropping like trousers; no 
dden relaxing of discriminatory rules. 
yat is because few trade barriers existed. 
ct regulation suffices to make it hard for 
itsiders to get in, whether domestic or 
reign. | 
Japan's Ministry of Finance fixes both 
es and commissions. Firms have to sell 
rough agents. New products must get past 
e ministry's approval division, which has 
iy three staff and likes to take its time. 
ny products that are standard elsewhere, 
ch as kidnap-and-ransom or directors’ li- 
ty, are not sold in Japan. But local firms 
¢ in more money in premiums than they 
out in claims. That makes Japan unique. 
ost firms in every other big insurance mar- 
ket in the world lose money on underwriting 
and have to make it up by investing the pre- 
miums they receive. 

-o Efficient management and low costs are 
no help to outsiders if price competition is 
rbidden. Nor are good ideas: innovators 
arely benefit, because the approval system 
s their lead over the competition. Only 
n service can insurers really compete. 

"An attractive approach for newcomers 
Wight be to set up a joint venture with a lo- 
al firm from another business. Unfortu- 
ately, that goes against the finance minis- 
rys policy of trying to keep insurance 
lated. One venture that happened any- 
ray was a deal in 1984 in which All-State, an 
umerican insurer owned by Sears Roebuck, 
etailer, sold a half share in its Japanese 
ness to the Seibu retail group. To the 
iinistry’s relief, it has not been a success. 
Ye clear hint to new entrants is: go it alone. 
ere are three basic principles: 

For corporate business, where insurers 
ave long-term relations with their custom- 
ts, the biggest obstacle is the structure of 
apanese industry itself. Firms which belong 
o one of the big keiretsu (industrial groups) 
isually place their risks with the group's 
wn insurer. For instance, no sensible for- 
m firm would try to get business from 
subishi Bank: it shares membership of 
Mitsubishi group with Tokyo Marine 
d Fire, Japan's biggest non-life insurer. 
For personal business, firms need a net- 
rk of agents who can sign on the compa- 





















































































get a toehold in Japan's tightly r ulated market for non-life insurance, 
eign firms need the patience of Job and the pockets of Croesus 


nys behalf In Japan all damage is - 
nspected—even to cars, Success depends 
n the extent, and the quality, of an agency. 


network. Domestic insurers have 360,000 
agents; foreign firms have just 10,000. 

@ For both markets, patience is essential. As 
elsewhere, firms who try to grow too fast are 
in danger of picking up bad risks. Those 
most-familiar with agency selling, such as 
Zurich or Winterthur of Switzerland or 
Generali of Italy, are likeliest to do well. 

Japan has 58 non-life insurers, 37 of 
them foreign. But last year the foreign firms 
shared between them only about 3⁄2% of 
the $60 billion market. The foreign firms’ 
market share, though, is three times more 
than that of their equivalents in life insur- 
ance. And it is just as large as the foreign 
share of America's non-life market. 

The only firm to have taken a noticeable 
chunk of the market—more than two-thirds 
of the foreign firms' share—is AIU Insurance 
Company, a subsidiary of American Inter- 
national Group. Mr Kendall Nottingham, 
AIU's boss in Japan, known by other foreign 
firms as "the Sheriff’, argues that to get into 
the mainstream? a firm needs at least three 
things: a national network of 30 branches; 
1,000 full-time staff, not counting agents; 
and plenty of capital, perhaps $2 billion. 

After 42 years in the market, AIU is Ja- 
pan's 15th biggest non-life firm. It has 72 of- 
fices, 2,000 salaried staff and 9,000 agents; 
in the year to March 31 1988, it took premi- 
ums of roughly $1 billion, and filed pre-tax 
profits of Y3.9 billion ($28m). It has found 


Japan much easier to crack than West Ger- — 


many. That is partly because AIU has been 
able to get business from industrial groups 
by offering better service in areas such as re- 
insurance. Old-fashioned lobbying never 
hurts, either. When Aalu found itself ex- 
cluded from insuring vast construction con- 
tracts for the new Kansai airport near 
Osaka, it made a fuss. After the American 
government joined battle on its behalf, Aru 
was given a contract worth $1.5m. 





Swiss businesses 
Opening the 
chocolate box 


GENEVA 


"T "RUE to national form, Swiss companies 
A are leery of entanglements with foreign- 


ers. Most big firms have traditionally split 
.. their shares into two classes: a majority for 


the Swiss and a minority for foreigners. But 


in Switzerland, some reckon that fewer re- 
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i Price-eamings ratio 1: 





as the Swiss taste for acquiring foreign com- 
panies has grown, so, too, have the pressures 
on the Swiss to open themselves up to suit- 
ors. This week the gate creaked open. Nes- - 
tlé—whose shares account for over a tenth 
of the Swiss stockmarket's total capitalisa 
tion—announced that it would henceforth 
give foreigners the same share-holding privi- 
leges as its own countrymen. 

Consternation followed. On the day of 
Nestlé's announcement, the volume of trad- 
ing on the Zurich bourse was two-and-a-half 
times that on "Black Monday", October 19 
1987. Before Nestlé's decision, its registered 
shares (available only to the Swiss) traded at 
a price nearly half that of its bearer shares 
(available to all). Apart from the restrictions 
on ownership, however, the two types of 
shares are virtually identical, and, unsurpris- 
ingly, the two prices came together with a 
thump as soon as the restrictions were re- 
moved. The price of bearer shares sank by 
20%, while those of registered shares rose by 
40%. The prices of other firms’ (restricted) 
registered shares also rose, as punters antici- 
pated that they would follow Nestlé's lead. 
Reluctant as the Swiss are to deal with the 
foreign rabble, the pressures on them to € 
so are great. 

The most powerful reason for Swiss 
firms to open their share ledgers to the 
world is simple self-interest. By most mea- 
sures, the share prices of Swiss firms are dra- 
matically under-valued compared to those 
of their foreign rivals. Nestlé's price-earn- 
ings ratio, for example, is well below that of 
other international food companies (see 
chart). After spending a total of $5.5 billion 
buying Britain's Rowntree and Italy's 
Buitoni to extend the boundaries of its food- 
making empire, Nestlé hopes to replenish its 
coffers with a share offering in the spring. 
The broader the market for Nestlé shares, 
the greater the pool of available capital and. 
the higher the achievable price. 

Politicians are also happy to see Swiss. 
firms march on to the world stage. At home: 









strictions on share ownership would boost 
Switzerland’s standing as an international fi« 
nancial centre. And in Brussels, Swiss nego- 















—.tators are Bde it tricky’ to explain to 
their | counterparts in the European Com- 
 munity why they should keep their doors 
- open to Swiss firms if the Swiss are not 
-. equally open in return. 

Nonetheless, some 











egal obstacles re- 
wnership of Swiss 
cial ones. The law 
'ship of Swiss prop- 


blocking foreign i 
| d also seem to block 


erty, for example, 
big foreign invest | 
companies, psa re huge property hold- 
which calls itself 










eigners i$ sim 


: which could. y 







all 1 Swiss companies 
1 foreign ownership— 


NEW YORK 


^Y EVERAGED buy-outs continue to boom 
| A2 in America. The auction of RiR Nabisco 
has been extended for : any improvement on 
. Offers which have already topped $20 bil- 
lion. Whoever buys the American tobacco 
-and food giant, it is certain that some people 
vill earn a packet from the deal. Investment 
banks earn fat fees for taking a company pri- 
te through an LBO; and the investors who 
rovide the cash can enjoy annual returns of 
Q96 or more. Shareholders, too, receive a 
ig premium over the market price. But 
hat does the company itself gain or lose? 
Around 1,000 American firms have 
one private through buy-outs since 1980. 
rhe claimed benefits are that as managers 
ecome part-owners they have greater im 
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How [BOs are shaping Up 


e to improve performance. The disch . 


although foreigners are nibo to pay 
much for a stake in such tiddlers. Of the 
larger firms, Adia (temporary employment) 
and Landis & Gyr (measuring instruments) 
have already opened their doors. Others will 
be watching Nestlé's experience closely. Par- 
ticular attention will be paid to Nestlé's anti- 
takeover measures. The firm says it will limit 
shareholders to a maximum of 396 of Nestlé 
voting rights however large their holdings of 
stock. Financiers wonder if this can really be 
enforced. 

Ironically, those with the most reason to 
complain about liberalisation of Swiss share- 
ownership are the foreigners who already 
own Swiss shares. If Nestlé's experience 
proves any guide, the price of their shares 
will fall, while that of the restricted shares 
held by the Swiss will rise. Such is the price 
of equality 









pline of meeting debt repayments also forces 
them to cut costs. Opponents retort that 
debt-ridden companies will cut away muscle 
as well as flab. 

So much for ideology. What is revealed 
by assessments of actual performance before 
and after an LBO? A lot of figures that ideolo- 
gists will still argue about. Financial com- 
parisons are complicated by asset sales and 
deliberate obscurity. One of the luxuries of 
going private is that a company is no longer 
obliged to provide the previous flood of 
stockmarket information. Undaunted, Pro- 
fessor Steven Kaplan of the University of 
Chicago Business School has studied 76 
large management-led buy-outs of public 
companies between 1979 and 1985. He con- 


‘cludes that firms that go private do indeed 



















































His research dn that tw 
an LBO, operating profits had riser 
age by six percentage points more 
public companies in the same ind 
ventories were three points lower o 
relative to ary as managemen 
working capital to boost cash flow; a 
tal investment was just one point lowe 
the industrial average. In firms where’ 
titures were less than 10% of total car 
employment rose—though by consider 
less than the average for each industry. 

Some recent cases provide more in 
Before it went qn in April 1 
(through a $6.2 billion LBO carried o 
Kohlberg Kravis Roberts, a New York- 
LBO specialist) America's Beatrice sold 
erything from brassiéres to car. ren 
chow mein. The new manageme 
KKR has sold off about $ i 
including Avis car rent 
Playtex, Max Factor. and 
cut total debt from almos 
about $3 billion. All that remait 
atrice’s domestic food operation: 
proved hard to sell, Originally, 
aimed at asset-stripping. Beatrice 
managers did not plan to carry on: a 
Ketchup. | 

Ás in most LBOs, the corporate. he 
quarters provided a good field for cost cu 
ting. At Beatrice annual overheads ha: 
been slashed from $190m to $90m. Or 
item for the chop was a costly advert 
campaign designed to boost sales by « 
lishing a corporate identity. All of Beat 
main brands have increased their. m 
shares in the past year without it. 

Another common LBO ere | is 
transfer accountability and decision-takir 
away from corporate headquarters to: th 
heads of divisions for speedier decision 
Beatrice, total employment has fen: ot 
100,000. to 20,000—a reduction w. 
means little as it mainly. reflects sales ol 
ations. In the businesses retaine 
atrice, investment has 
planned before the LBO, and ope 
profit was up by 1596 last year. But. 
heavy interest charges the company | | 
net loss of $105m. ; 

Beatrice has yet to prove its success c 
deal, but Safeway already has. This Ar 
can supermarkets chain agreed in 1986 to 
acquired by KKR in a $5.7 billion buy-out 
avoid a hostile takeover. The deal left 
existing management in charge and o 
top managers the right to buy up to 10% 
the new company. Immediately after 
LBO, Safeway had debts of $5.7 bil 
Through asset sales, it has since whi 
them down to just over $3 billion. — 

The company had to cut capital spe: 
ing sharply i in the first year after its LBO, b 
plans to increase it by around 50% by ne 
year. Total jobs have fallen from 185 000 
106, 000, and the number of stores has be 




















BUSINESS 

reduced from 2,330 to 1,160. So Safeway, 
which used to be America's largest food re- 
iler by revenues, has dropped to third po- 
sition. But the smaller Safeway is now more 
profitable. Mr Peter Magowan, Safeway's 
chief executive, reckons operating profits 
this year, on sales of $14 billion, will be 
higher than on sales of $20 billion before 


- the LBO. He attributes this to the sale of un- 
profitable divisions; the decentralisation of 
“management; and wage cuts agreed to by 


trade unions. 
An end to empire building 


Before its LBO, Burlington Industries had 
embarked upon an investment programme 
which looked  over-ambitious. It was 


“stopped when the textile manufacturer was 


taken private in June 1987, through a $2.6 
billion LBo led by Morgan Stanley. The com- 
pany has since reduced its debt to $1.9 bil- 
lion from almost $3 billion, by reducing its 


- number of plants and employees and by 


i4 


slashing corporate overheads. Despite lower 
sales, operating income rose from $101m to 
$131m between the first halves of last year 
and this. After interest, however, the com- 
‘pany made a net loss of $13m in the first half 


of 1988. The pressure to reduce debt can 


force firms to sell their jewels as well as 


|. N THE mid-1980s no thrusting execu- 
tive was complete without his/her 
“personal organiser —a leather binder 
containing everything from address 
book and diary to a career-planning 
chart. Then came the portable tele- 
phone, whispered into with ostentatious 
discretion. Now the electronic organiser 
has arrived. Psion, a British firm which 
created the first such digital diary-cum- 
calculator, sells about 200,000 a year. 
Competitors are piling into the market. 
When Psion launched its hand-held 
computer in 1982, it foresaw two mar- 
kets. One was in the salerooms and ware- 
houses of large companies. Here, 
stocktakers and salesmen needed a por- 
table way to talk to the big computers 
back at head office. About half of Psion’s 
sales now come from companies—as well 
as many lucrative contracts to write soft- 
ware specially tailored to link its little ma- 
chines inw a firm’s computer network. 
The other half of Psion’s sales come 
from individuals keen to organise them- 
selves electronically. Most use the ma- 
chine as a “personal database" (ie, ad- 


" | dress book and diary) or to crunch 


numbers too tough for their calculators 
to handle. It takes several times longer to 
tap a name or a date into the tiny key- 


board of a hand-held computer than it 
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underperformers. Among the divisions and 
plants sold by Burlington was Erwin, its larg- 
est and most efficient denim factory. 
Safeway lost its profitable British stores. 

Borg Warner, another LBO, sold its 
chemicals group—its biggest unit—to 
America's General Electric. Borg Warner 
went private in a $4.2 billion LBO with 
Merrill Lynch in July 1987. At the time, 
Merrill Lynch was seen as a white knight 
saving the firm from hostile raiders. Para- 
doxically, Borg Warner has since done ex- 
actly what it feared the raiders would do: 
broken itself up. Financial pressures forced 
the sale of its chemicals group, leaving only 
its car components, and its security and cou- 
rier groups. 

Not all BOs have happy endings. 
Revco, once the biggest drugstore chain in 
America with 2,000 stores, has the dubious 
distinction of being the first big LBO to end 
up in the bankruptcy courts—within 19 
months of the deal put together by Salomon 
Brothers. Revco's problems illustrate the 
other danger of debt: it can magnify the 
slightest management mistake. Revco made 
wildly over-optimistic forecasts for revenues 
and proceeds from asset sales, on which the 
deal was based. Its stocks were also inade- 
quate to meet demand at Christmas. Mr 


| A computer in every hand 





Sir Mark feels his diary 


does to write it down on an Asprey pad. 
But hundreds of thousands of people 
seem to think it worthwhile, maybe be- 
cause the computer can search speedily 
through electronically stored names—or 
because it impresses their friends. 
Whatever the reasons, other compa- 
nies are impressed with the market the 
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Kaplan’s study found a lot of such over-opti- 
mism in LBOs. Two years after a buy-out, op- 
erating income was, on average, 19% below 
what had been predicted by companies in 
their buy-out prospectus. 

The improved performance of compa- 
nies like Safeway is impressive, but could it 
have done the same as a public company? 
Mr Magowan admits, in retrospect, that 
Safeway could have done more before the 
takeover. But without the trauma of the 
LBO, he believes it would not really have 
done so much so fast. Safeway's unions, for 
instance, were not willing to accept pay cuts 
to bring the company in line with its com- 
petitors before the buy-out. The knowledge 
that any division was likely to be sold off 
acted as a powerful force to improve perfor- 
mance and curb pay demands. 

The biggest test still lies ahead for LBOs. 
[In recent years they have operated in the 
kindest of climates, with strong growth and 
moderate interest rates. With a slide toward 
economic recession or with a hike in interest 
rates, more badly-designed LBos are likely to 
end in the bankruptcy courts. Others, how- 
ever, are likely to continue to increase their 
lead over some of their flabbier stockmark- 
et-quoted rivals. 
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Psion Organiser Il has discovered. Ja- 
pan’s Sharp recently launched a similar 
machine, and Casio has been nibbling at 
the edges of the market for some time. 
Other companies are selling programs 
that enable Psions to do tasks ranging 
from complex financial calculations to 
rudimentary French-English translation. 
A fledgling British firm has launched 
an electronic "Agenda" with a new, 
faster way of entering "lunch with Des- 
demona”. It uses the Microwriter key- 
board, which was invented some years 
ago by Mr Cy Endfield, a film director 
whose other works include “Zulu’’. His 
idea soon gained the support of Sir Mark 
Weinberg, chairman of an insurance 
group, Allied Dunbar. He is a 30% share- 
holder in Microwriter and has written its 
notably undaunting instruction book. 
[n addition to the standard letter 
kevs, the Microwriter has a second key- 
board consisting of five unmarked keys, 
one for each finger. By pressing the keys 
in various combinations, one can learn 
(bafflingly quickly) to "type" almost as 
fat as on a full keyboard. The 
Microwriter was first peddled as a sort of 
hand-held word-processor, but only 
about 7,000 were sold. Now the firm is 
hoping that the boom in electronic 
organisers will revive its fortunes. 


BUSINESS continues on page 85 » 
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idoy a bank should see the whole 


as clearly as the parts. 


Should you borrow in the Euromarkets or issue domestic 
commercial paper? 

What about investing your corporate cash? Go long, short, 
fixed, floating? 

What's the true value— to you — of a proposed acquisition? 

Hard questions, always. Even harder today. But less so 
when you have Bankers Trust on your side. 

As merchant bankers, we view problems as you do: not as 
isolated, one-of-a-kind challenges, but in the light of your overall 
strategic objectives. 

The broader and deeper our relationship, the more effec- 
tively we can do this. So in today's complex financial environ- 
ment, an increasing number of corporations are choosing to 
build just such relationships with us. 

Merchant banking focuses not only on the details, but on 


the big picture as well. And that can be crucial today. 


"Bankers Trust Company 


Because today isnt yesterday. 


Innovation LORD NELSON AND MILSTAR 


Trafalgar, 1805, the battle that was to lead to 
the eventual undoing of Napoleon, was won be 
cause Admiral Horatio Nelson had a secret weapon 
signal flags. 

The technique of communicating over long dis 
tances by coded flags had only recently been invented 
by the Royal Navy. It revolutionized naval warfare 

The system enabled the British ships to cover 
vast expanses of ocean, looking for the enemy, while 
remaining in close contact with the fleet commander 
It also allowed tactical flexibility once battle had been 
joined. Other navies were bound by rigid battle plans 


The Battle of Trafalgar by Clarkson Stantield, 1536 The Institute of Directors 
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jreed upon in face-to-face councils long before the 
'st broadside. They were confounded by the British 
nd their talking flags. 

The result of Trafalgar, and in large part this 
ommunications system, was that Britain enjoyed 
ndisputed rule of the seas and over a century of 
lative peace; a Pax Britannica. 

In modern warfare, command, control, and com- 
iunication are as decisive factors as they were two 
2nturies ago and even more complex. History is pep- 
2red with anecdotes of communication breakdowns 
ading to fiasco. It has been called the fog of war. 

This is why Milstar, the most comprehensive. 
Irvivable, and secure communications system ever 


conceived, is so needed. Once in place, the satellites 
that make up the Milstar constellation will be able to 
keep all commands of our forces around the globe 
in constant touch, from the President down to pla- 
toon leaders, regardless of the situation. And it will 
allow the Commander in Chief to make timely, well- 
informed decisions. 

What Nelson's signal flags did for Britain two 
centuries ago, helping to insure a century of peace, 
Milstar can do for the West. And that is, after all, the 
Object of defense. 
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Giving shape to imagination 
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Time is divided 
$ into two parts: 
- before and after Hublot. 
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In today's highly competitive 
international business environment 
. 's not only numbers that count. 
2 True, modern management today can 
be a gamble. Imede’s unique 
* xodrdinated programs are designed 
| to take away the “chance” for you, 


Hublot is a daring blend © 
HUBLOT ofelegance and 
technology, the classic and the revot- 
utionary. Hublot's genius is its ability — 
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to be perfectly sporty and also perfectly d | -your managers and your company. 
| formal,in a manner which makes, | | The numbers at the top of this ad will 
— Hublot unique among wrist watches. : help, it's our telephone number. 
um gold or steel or gold/steel : — Improving your implementation skills, 
combination. Water-resistant to a $ 
2» J | : — developing your judgment and showing 
depth of 150 feet. i 
i . you how to motivate people, are ways 


. in which we can help you win. 
We are not saying it's going to be easy, 
being a winner never Is. 
. Dial our number now, you can judge 
for yourself. 
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World trade 





The General Disagreement 


RADE ministers should not expect 

much sleep in Montreal, where they are 
due to meet on December 5th to review 
progress at half-time in the "Uruguay 
Round" of trade negotiations. They are be- 
hind schedule; "After two years, we have 
only agreed the easy bits’’, said one negoti- 
ator. The tough issues are still to come. 

Two things have delayed progress. The 
first is the length of the agenda. Negotia- 
tions at the General Agreement on Tariffs 
and Trade (GATT) secretariat in Geneva are 
divided into 15 separate committees. Find- 
ing enough staff to attend each of them is a 
problem for many of the smaller national 
delegations. The second is that none of the 

committees negotiates in isolation. “At 
B... everything is linked to everything 
else," says Mr Arthur Dunkel, the director- 
general of the secretariat. Sprinkle every- 
thing with an impenetrable jargon that can 
baffle even insiders; add some of the world's 
wiliest negotiators; and it is easy to see why 
progress is slow. 

The haggling intensified as the deadline 
approached for agreeing the text of points 
on which ministers will be asked to take de- 
cisions in Montreal. A 75-page document 
duly appeared. Effectively, it divides the 
work of the committees into three catego- 
ries: those where there is a basic agreement 
on the work done so far; those where some 
fundamental choices still have to be made; 
and those where there is no semblance of 
any agreement. 

The work of six committees falls into 
the first category. In some, such as those 
looking at trade in natural resources and on 
the GATT’s articles, agreement was easy be- 
|» there was little to decide. The commit- 

es looking at non-tariff barriers and subsi- 
dies have made more substantial progress 
and ministers will be asked to countersign 
detailed timetables on them for the remain- 
ing two years of negotiations. 

Reports on work in the second category 
are peppered with square brackets around 
points that have not been agreed. In the case 
of tariff-cutting, the area in which GATT has 
traditionally been most successful, a target 
for reduction in this round still has to be set. 
And negotiators have not agreed on how to 
reform the mechanism to settle trade dis- 
putes. At present, it is too easy for the coun- 
try against which a complaint is brought to 
block the formation of a panel to hear the 
complaint or, failing that, to ensure the pan- 
el's findings are never published. 

Ministers will have to consider ways of 
strengthening the GATT system, principally 
by giving the secretariat the power to keep 
an eye on members' trade policies. Enough 
work has been done in this area to allow 
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trade-policy surveillance to start next year, if 
ministers give the go-ahead. Ministers are 
likely to back a plan to beef up GATT by 
meeting every other year to discuss its busi- 
ness à la IMF and World Bank. 

Any opposition to strengthening GATT 
is likely to come from poor countries, as a 
bargaining tool to win concessions in areas 
of vital importance to them: tropical prod- 
ucts (such as coffee, spices and bananas); 
textiles and clothing; and "safeguards" —a 
clause in the general agreement that allows 
countries to erect temporary trade barriers 
to protect domestic manufacturers threat- 
ened by a sudden wave of imports. The dec- 





No rest for Dunkel 


laration that launched the Uruguay Round 
singled out only tropical products as an area 
in need of early reform; something, there at 
least, has to be decided in Montreal. 

There will be less progress on textiles, 
where India, Pakistan and the ASEAN coun- 
tries want Europe and America to abolish 
the highly restrictive Multi-Fibre Agree- 
ment. An Indian-inspired clause says that 
any safeguards should be applied on a non- 
discriminatory basis—ie, imports from one 
country cannot be singled out as part of a 
plan to save a domestic industry. The rich 
countries will not accept that. 


Against the clock 


But ministers cannot afford to spend much 
time on any of these issues in their four-day 
meeting if they want Montreal to be a suc- 
cess. They must face three other problems; 
services, agriculture and intellectual prop- 


| BUSINESS 


erty rights. On the last two, the negotiators 
have not yet found any ground for 
compromise. 

There is a gulf between the American 
and European positions on agriculture. For 
budgetary reasons, America needs to cut the 
cost of supporting its farmers. The only way 
it can do this quickly is through a multilat- 
eral deal, for which Congress has delegated 
full authority to the president. To sell such a 
deal, che president has to be able to say that 
the rest of the world will reduce the amount 
it spends on distorting trade in agricultural 
products to zero by a certain date. On No- 
vember 17th President Reagan confirmed 
hints that America is prepared to be flexible 
about the date, but it will not relent on its 
insistence that fundamental problems need 
fundamental solutions. 

The Europeans claim it is too early to 
make EEC members promise to abolish the 
common agricultural policy completely. But 
no one is satisfied by the short-term pallia- 
tives the EEC has offered unless they are ac- 
companied by a statement on what Europe 
eventually intends to do. 

Between Europe and America is the 
Cairns Group—a collection of 13 agricul- 
tural exporters that includes Australia, Bra- 
zil and Indonesia. This unlikely coalition has 
been busy putting forward ideas that might 
bridge the gap. The basis of their latest pro- 
posal is a freeze on all farm support until the 
end of the round, by when the timetable for 
long-term reduction of agricultural interven- 
tion should be agreed. The Americans have 
hinted they may accept this. It is now up to 
the Europeans to be flexible. 

On intellectual property rights the min- 
isters will be presented with four reports— 
one each from the Americans, the Swiss and 
the chairman of the negotiating committee, 
as well as a joint Indian and Brazilian report. 
These last are still claiming that GATT is not 
the right place to discuss trade in ideas. 
And, even if it were, the subject is so com- 
plex and new that further research is needed 
before rules can be drafted. The best that 
can be hoped for from Montreal is that the 
issue stays on the negotiating table. 

That leaves services. Rich countries 
hope a more open regime would lead to 
rapid growth in world trade in them. Ser- 
vices currently account for only 1596 of 
world trade but over 6096 of domestic eco- 
nomic activity in industrial economies. Even 
the Japanese—who have been keeping quiet 
in other committees in the hope that every- 
one will ignore how much support they give 
their rice farmers—have tabled three pro- 
posals on how to extend GATT rules to ser- 
vices. Despite opposition, again from India 
and Brazil, GATT officials hope that Mon- 
treal will set firm guidelines for the remain- 
ing two years of talks. Without them, there 
is little hope of anything useful on services 
emerging from the Uruguay Round. 
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ST Germany is superb at 
making things and selling 
abroad. Manufacturing ac- 
ints for more of its output and 
orts than it does for the other 
industrial. economies; and 
German products have a 
share of world trade than 
of any other country. This 
crue now as in the heyday of 
postwar "economic mir- 
e". Being good at manufactur- 
however, is no longer the 
uarantee of economic success it 
was. 

West Germany faced painful 
to its economy in the oil- 

ises of 1973 and 1980. Bur 
wth had already slowed by 
n. During the postwar re- 


6% a year. Inthe 1960s this fell 
to 496; but it slowed even more, 
to just over 2%, in the 1970s. 
Inemployment has risen over 
he past 20 years, from about 196 
n the late 1960s to a peak of 
more than 9% in 1985. 


nomy by the end of the 
. The share of agricul- 
ire in output and employment 
been falling since the war: it 
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Nest Germany pauses to fret 


he third in our series of briefs about the economic changes of the 
ast 20 years looks at West Germany. By the late 1960s its econ- 
my had proved an outstanding success. In many ways it still is. 
today many of its people are gloomy about the future. Why? 


already accounted for only 496 of 
output and 1096 of employment 
in 1967. Manufacturing pro- 
vided 3996 of output and 3696 of 


employment. 


The dominant heavy indus- 
tries were hit hard by the 1970s 
oil shocks, though they have re- 
gained their pre-eminence, En- 
ergy costs trebled between: p 


and 1981. Before the first. oil- 


price increase, West. Germany 
imported 55% of its energy. A 
conservation programme  re- 
duced consumption by 696 in 
the decade after 1973. The coun- 
try has big coal reserves, behind 
only Russia and America; so it 
also diversified away from oil- 
fired power stations towards 
coal-fired and nuclear ones, until 
eco-protestors intervened. 
These measures only partly 
cushioned the economy from the 
oil shocks. There were recessions 
in 1974-75 and 1981-82. Manu- 
facturers fired workers and 
scrapped energy-intensive plant. 
In 1979 the current account of 
the balance of payments went 
into deficit—by DM9.9 billion 
($5.4 billion)-—for the first time 
since 1965. 


Productivity t 
1967-100 
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economy's longer-term potential 
depends on fundamental factors 
such as growth in the capital 
stock and in the labour force. In- 
vestment in new capital slowed 
down in the mid-1970s. Until 
then fixed investment had 
roughly matched the growth of 
the economy. Afterwards it 
slipped behind, falling from 2596 
of GNP in 1970 to below 20% by 
1982—though that was still 
above the European average. 
Private industry's investment 
in new equipment rose as a pro- 
portion of GNP from the mid- 
1970s. Between 1974 and 1984, 
GNP grew 2% a year, while private 
investment in new machinery 
rose by nearly 396 a year. Produc- 
ers of cars, aircraft, chemicals 
and textiles, for example, all 
climbed out of their oil-induced 
decline by shedding labour and 
installing new, less-energy-inten- 
sive equipment. - | 
The labour force began to 
grow much more slowly after 
1970. The population had ex- 
panded quickly until the late 
1960s because of a high birth- 
rate and an influx of East Euro- 


` pean refugees. But in the early 


1970s the birth rate fell. It has 
been one of the lowest in the 
world (about ten births a year 
per 1,000 people) ever since. The 
population grew to 62m by 1973 
but is expected to fall below 60m 
by the end of the century. 
Immigration from the Medi- 
terranean countries has not been 
allowed. to. match the fall in na- 
tive births. The number of for- 
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energy “dented growth, "but 2 an 









P : 
1973. ‘Immigration. policy then.. 
became far strictér, In 1987 the 
economy had 1.6m foreign work- 
ers, mostly Turks. 
The shrinking workforce has 


also seen its productivity in- 


crease more slowly. Productiv- 
ity growth fell from 496 a year 
in 1967-77 to 1'2% a year over 
the next decade. The Germans 
have blamed themselves for los- 
ing their passion for hard work. 
The West German work-week 
has shortened; only Belgians 
have fewer working hours and 
longer holidays. However, West 
Germany's productivity growth 
has still been much faster than 
elsewhere in Europe. | | 

A stagnant labour force dnd 
dearer energy explain West Ger-. 
many's slower growth since the... 
mid-1970s. But lots of invest 
ment in less energy- and labour- 
intensive plant has meant, for 
now, that manufacturing is still 
strong. True, the service sector’s 
share of output has risen during 
the past 20 years, to 5696 of GNP 
compared with 4596 in 1967; the 
share of manufacturing in out- 
put has dropped from 3996 to 
3396, and in employment from 
3696 to 3296. But those figures 
for manufacturing are still well 
above the G5 averages. 

This is why the country has 
had to be a formidable exporter. 
West Germany has recovered 
from only one of its postwar re- 
cessions by the reflation of do- 
mestic demand: in 1975 the So- 
cial Democratic government cut 
taxes by DM13 billion. Normally 
exports do the trick. West Ger- 
many's visible-trade balance ha 
been in surplus every year sinc 
1952, reaching a record DM118 
billion last year. The overall cur- 
rent account has been in deficit 
in only five years since 1951. 

The share of exports in out- 
put is higher than in the other 65 
countries: up from 22% of GNP 
(DMS7 billion) in 1967 to 32% 
of GNP (DM527 billion) in 1987. 
Manufactures make up the lion's 
share—7796 in 1987.—of West 
Germany's exports, Germany's 
share of total world exports rose 
from 1196 in 1967 to 1396 in 
1987. It has cornered even more 
of the EEC market: 5396 of total 
intra-community exports, com- 
pared with 44% in 1967. Sexe 

West Germany has stayed p 

competitive. Its inflation rate has 
been low: less than 242% a year 






 onaverage since 1967, compared 
with. 496 for G7. And. though 


German la bour costs ave risen, 


- and by more than productivity, 
the rise was less than in many of 
dts trading partners, The cost of 
labour per unit of output in 
manufacturing has grown by a 
little over 596 a year on average 
in West Germany. Rises were 
about the same in America, 11% 
in Britain, 896 in France and 
61596 in Italy, Unit labour cost 
growth has been slower only in 
. Japan, at 496 a year. 

The main industrial disap- 
pointment is that high-tech- 
nology output has not grown as 
.quickly as the output of other 
manufactures. West German 
firms’ share of world trade in 
— high-technology goods actually 
slipped from 2696 in 1972 to 
1796 last year. This is not due to 
a shortage of spending on new 
echnology. In March 1984 the 
overnment decided to spend 
“DM2.9 billion on high-technol- 
ogy research and development. 
Private industry also spends a lot 
on R&D. The industrial giant Sie- 
mens, for instance, had 41,000 
R&D staff and a research budget 
of DM6.2 billion last year. 


Reasons to fret 
Although West Germany is still 
exporting furiously, the state of 
the economy is causing angst. 
. One reason is that the famed 
consensus between workers and 
bosses is fading. Industrial rela- 
tions began to worsen with high 
unemployment. Strikes are legal 
only as a final resort, so there are 
fewer than in other western 
countries. In 1985 only 35,000 
man-days were lost in strikes, 
compared with 6m in Britain 
hich has a smaller workforce). 
‘West Germany’s framework 
of consultative bodies—from a 
works council (Betriebsrat) in ev- 
ery workplace up to national 
meetings between the govern- 
ment, employers, banks and 
workers—also keeps labour rela- 
tions reasonably harmonious 
compared with other countries. 
So do employment rules: for ex- 
ample, in Baden-Wiirtemberg 
heads of departments in the pub- 
-lic sector are obliged to send a 
- bouquet of flowers to any em- 
- ployee who has been ill for more 
than six weeks. 

The number of strikes never- 
theless rose from the mid-1970s, 
culminating in the ic Metall dis- 
pute. Ín 1984 this huge indus- 
trial union demanded a 35-hour 
working week to create more em- 
ployment in heavy industry. It 

achieved a 3842 hour week after 
-a strike costing DMIO billion of 
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Southern comforts 


EST Germany i a federal country, with powerful re- 
gional governments. The Lander (states) collect over half 


has narrowed further. 


SCHLESWIG- 
HOLSTEIN 


1970-87 
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lost output. The e: pushed 
the government firmly intó the 


employers’ camp. In 1986 the- 


Christian Democrats reformed 

the labour code in a way that 

prompted the union federation, 

the Deutscher Gewerkschaftsbund, 

to declare the labour minister a 
"class traitor”. 

A second reason for worrying 
about the future of the economy. 
is the growing burden of the 
public sector. The govern- 
ment's slice of the national cake 
has been getting bigger for the 
past two decades. Revenues have 
climbed from 38% of owe in 
1967 to 4496 last year. The bur- 
den of direct taxes doubled from 
about 1096 of GNP at the end of 
the 1960s to nearly 20% in 1987. 
An OECD report published in 
1985 estimated that because of 
the large tax wedge between la- 
bour costs and take-home pay, 
the “shadow” economy had ex- 
panded from 1-296 of onr in the 
1960s to more than 10% at the 





Real GOP 
* increase 


of total tax revenues and account for around 4096 of public 
expenditure. In the 1960s the northern states were the most 
prosperous, home of most of West Germany's heavy manufac- 
turing industry. The southern regions were more a 
and backward. At its widest, West Germany's regional divide 
was tiny compared with the Italian or British versions. Lately i it 


A Nord-Süd Gefalle—movement boni north to south—was 
encouraged by conservative but interventionist regional gov- 
ernments in the south. The late Mr Franz Josef Strauss in Ba- f 
varia, and Mr Lothar Späth in neighbouring Baden- . 
Würtemberg, set out to lure new high-technology industries 
and firms relocating from their traditional base in the Ruhr to | 

the cheaper, cleaner and sunnier south. The northern Lander 
are now trying to attract this investment back. 


West German 
Unemployment rate (C) 1973 
19 








beginning of the 1980s. 
Government spending has 
risen even faster than revenues, 
from 3996 of onr to 4696. The 
volume and quality of public 
goods and services have risen. 
And the cost of providing them 
increases faster than the general 


level of prices: a high proportion . 


of public expenditure goes on 
wages, which have grown faster 
than prices. | 

West Germany has 
slower than other countries to 
reform the supply side of its 
economy. The economy is over- 
regulated. The federal govern- 
ment spends heavily on subsi- 
dies—those for energy-saving 
investment and environmental 
protection are especially gener- 
ous, though some cuts were 
made in January 1988. Regional 
governments spend a lot to 
tempt industry to their parts of 
the country; judged from a na- 
tional standpoint, this is mostly 
waste. 


mies, 
- Britain, have already introduc 
~~ such reforms. West German 
marginal rates of income 


system, there is another st 


people) is already higher than 


5096 within another 20 yea 
and to 7096 in 40 years. 


ments will grow, and there 


. anaging population, an excess 
ber 


prospect of deteriorating indu 


| dustries. Manufacturing and e 


ery to foreigners. 













































ging its feet over (ax ref 
plans to abolish the remai 
special allowances against 
come tax and to cut tax rat 
but not until 1990. It plans t 
the same to corporate 
rates will come down and in 
ment allowances will be strea 
lined. Many industrial ecor 
notably America a 





now look high by comparisc 
more than 30% even on an 
incomes as low as $17,500. 

Although the governt 
pni to deal with some of 
distortions. arising from the 





tural problem it can do 
about. West Germany' s pop 
tion is aging, as well as d 
ing. In 1965, more than a t: 
of West Germans were under 
age of 25; by the end of this: 
tury a quarter will be unde: 
and a fifth will be over 65. ui 
Germany's dependency ra 
(the ratio of retired to ae 


many industrial countries, and 
is projected to rise to more tha 


More old people will-stret 
the government budget. State 
pension and health-care. . 


be a smaller labour force payin 
the taxes to pay for high: 
spending. Either spending wi 
have to fall, or taxes and borr 
ing rise. Already, with spendin; 
growing faster than revenue, 
public sector has crept furt 
into fiscal deficit—from an £ 
age of 13496 of onr in 1967-7 
21496 in 1977-87. The gover 
ment wants, in unfavourable 
cumstances, to halt and rever 
this trend. Hence its stress « 
"fiscal consolidation". E 
Structural problems such a: 


regulation and taxes, and. 


trial relations have thus cot 
bined with the broader. 
nomic fear that West Germ 
has been left behind in the sh 


towards high-tech and service i 


ports may be stronger than ever. 
But West Germans are right 
unsure whether it will be enough 
in the 1990s to be a nation of old 
people who are very good at sell. 
ing cars and industrial machin 
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THEY WOULD BE 
FEELING RATHER 
MORE Buoyant IF 
THEY WERE USING 
TRADED OPTIONS 





in this era of intensified cornpetition 
your ability to control risk is vital Wet 
there is only one investment tool that is 
flexible enough to control risk whatever 
the situation may be. Traded Options 
These are now an essential part of 
every institutional investors armoury 
Traded Options ensure that you are 
able to fully participate in a rising 
market and hedge against the risk of 
a decline. So even in the severest fall 
you can still protect your earnings 
Many professionais have also found 
them to be one of tne best ways to 
Out-perforrm the market, by writing 
Options against existing stock holdings 
and portfolio investments. Bo its 
not surprising that the London 
Traded Options Market has become 
the fastest growing equity derivative 
products market outside the USA 
and Europe's leading traded options 
market. Among the products the 
LTOM now offers are options on over 
60 leading equities and options on 
the FT-SE 100 index. Bo why mot see 
how quickly you can find out about 
using options by requesting further 
details They include the LTOM brochure A GUIDE TO TRADED 
OPTIONS and details of the LTOM video. the option analysis and 


pricing diskette, and various training courses. Expert assistance 


INTERHNATYONA] 
STOCK EXCHANGE is also available on the LTOM information line: 01-628 1054 9 


LONDON TRADED OPTIONS MARKET e THE MARKET TO MANAGE RISK 
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London's stock exchange 


loses its grip 


Fighting to maintain its monopoly of share dealing in London, the Interna- 
tional Stock Exchange (ISE) has fallen out with some of its leading members 


UTOMATED dealing systems devel- 
oped by two investment banks could 
w'iragment London's central market for trad- 
ing shares, says the stock exchange. The in- 
vestment banks accuse the exchange of ex- 
ploiting its regulatory powers to boost its 
commercial interests. 
(0v cAÀt the heart of the kerfuffle is the role of 
- "SEAQ, the dealing system for British equities 
. that the stock exchange launched at the 
. time of Big Bang in 1986. SEAQ's screens en- 
. able market-makers to display their stock 
prices to other market-makers, agency bro- 
kers and investors. The philosophy behind 
SEAQ is that investors are best served by a 
-central marketplace, where prices and vol- 
. umes of trading for each share are visible, 
= and in which all trades are recorded. Inves- 
tors generally like SEAQ for its openness; but 
some share traders itch to lessen its role. 
e One apparent threat to SEAQ's position 
<. comes from Barclays de Zoete Wedd (Bzw) 
and Phillips & Drew, two leading market- 
nakers. They have reduced the minimum 
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è of deals in top-grade (alpha) stocks for ~ 






which they offer prices on SEAQ to a paltry 
5,000 shares. Only on such small bargains 
will they guarantee to make firm prices to 
al-and-sundry. These two firms object to 
putting their capital at risk when they deal 
with other market-makers. For a genuine cli- 
ent they are happy to make markets in large 
blocks; but to discover the price, the client 
will have to telephone them, rather than 
look at the screen. 

Such behaviour lends weight to criti- 
cisms levelled at sEAQ by firms such as James 
Capel, the leading agency stockbroker. 
Capel argues that screens do not provide a 
central market; the largest trades are always 
negotiated on the telephone at prices differ- 
ent to those on the screen. Capel says that 
nobody can be sure what a fair price is, since 
there is no central point through which all 
trades must pass. Thus two investors carry- 
ing out a similar trade at the same time may 
deal at different prices. 

Capel reckons that a floor market did 
provide a focus: a pre-Big Bang jobber would 


-know a fair price when he saw one, since 








thinking about reviving a trading floo 







































personal contacts on the floor woul 
him abreast of all the business in a par 
share, However, Capel does not sugg 
a return to the trading floor is a pra 
proposition. It knows that the big tr: 
houses have spent too many millior 
dealing rooms to abandon them. « 

To the extent that screen prices à 
fluential, they can actually mislead. | 
some big trading houses such as S.G 
burg share Capel's belief that screen t 
can exaggerate price movements. $ 
that Warburg, the leading market-mak 
property shares, marks down the p 
Land Securities by 5p. Other market-mak 
will follow suit: they are ignorant about 
their fellow market-makers are up to 
prived of floor gossip); and they feel vu 
able, since other market-makers can ^ 
them at their screen prices (on the floor 
could walk away from the trade). So to pr 
tect themselves against risk they lower the 
prices by more than they might have don 
under the old system. IMS 

Despite such weaknesses, houses such a 
Warburg believe the advantages of scree 
trading outweigh the problems. A big inve 
tor can deal more quickly by using scree 
prices to tell him whom to telephone. Befor 
SEAQ, investors had less information abor 
the trading volume and price of a particul: 
stock, and were dependent on brokers t 
find the best price. And the big market-mak 
ers claim that it is a myth that the old floo 
market was truly central. Brokers often a 
ranged “put-throughs’, whereby -tl 
would match two sides of a bargain th 
selves. It was a formality that the trade ha 
to be routed through a floor jobber; the b 
ker, not the jobber, fixed the price. => 

Firms other than Capel are serious! 











group including Mr Mark Rogerson, a 
vision journalist, and Mr Brian Wi 
flood, the chief executive of Winterflo 
curities, plans to launch an exchange fo: 
stocks of smaller companies. One me 
bank is interested in the idea, which is 
embryonic. The exchange would bei 
pendent of the ISE, and aimed at servi 
vate clients, who dominate the trad 
(lower-grade) beta, gamma and un 
stock. Such investors seldom need the 
of screen trading. | 

The aim would be to sell seats o 
trading floor to, for instance, private 
stockbrokers. LIFFE, the financial fut 
market, is due to leave the Royal Exc 
building next year, which could pro 
floor. To keep down costs, the exc 
would run on simpler lines than Lon 
existing. stockmarkets, with, for instan 


















































lay rolling settlement {instead 

fixed account) and the exclusion of odd 
s (awkward numbers of shares). 

Mr Winterflood maintains that a trad- 
ng floor would recreate a central market. If 
rket-makers were not forced to display 
n.prices on screens——and hence face the 
« of being "hit" by other market-mak- 
—he thinks they would be more willing 
take on orders. So more business would 
one. And a trading floor would allow 
ders to swap gossip about companies, and 
el better informed. 

The scheme seems to be designed for 
benefit of traders. Its proponents will 
ed to convince the share-buying public 
they too will benefit from the revival of 
bers’ ird and jobbers' discretion. 
the pl an should not be dismissed as a 
saur's delight: remember that every 
r western industrial economy runs a 
market at least partly on a trading 
. The project may appeal to stockbro- 
who resent the expense of ISE member- 
ip-—which supports 3,000 staff and a se- 
of costly technology projects. 

If the new exchange materialises, it will 
e to compete with several automated 
-dealing systems which also aim for the 
ate client. The stock exchange's own 
m, i is two and a half years late but 


* S. on SEAQ; y if two UT 
rs offer the same price, SAEF will deal with 


rst. SAEF will start with small bargains of 
000 shares, but has the potential to cope 
th 50,000-share trades. | 

Unfortunately for the stock exchange, 
nwort Benson and Bzw have come up 
th systems that do what sAEF does but 
'are already operating. Kleinwort's BEST, 
nstance, guarantees a broker who keys 
n order that he will deal with Kleinwort 
he best price then showing on SEAQ— 


price. Twenty-eight firms of private-cli- 
stockbrokers have signed up for BEST, 
cluding Stock Beech in Bristol and the 
ndon firms of Capel-Cure Myers and 
enderson Crosthwaite. BEST processes 
000-4,000 bargains a week. 

- BEST and TRADE (BZW's system) are great 
ws for the brokers who use them and their 
ents. Brokers are saved the bother of hav- 
g to give personal attention to small or- 


ice at the best price. SAEF: 
s the same, but it will have to- 
rge up to 75p per bargain to ` 
er its costs. BZW and Kleinwort 
afford to provide their ser- =. 
ces free, since they take aturn 
the business. Mak 
The stock exchange: rightly WW 
ints out that more than its . * 
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he firm which fed its price into the system - 


vif Kleinwort itself is not advertising the © 


, While investors get a cheap and quick 


commercial interest in SAEF is threatened by 
the two rival schemes. Other market-makers 
will be hurt. Suppose that Aitken Hume, a 
Scottish. market-maker that specialises in 
private clients, advertises a price in ICi that is 
the most competitive in the market. If an in- 
vestor then buys ICI shares through TRADE, 
Bzw will give him the shares at as good a 


price as Aitken Hume's. The automatic sys- 


tems may siphon business away from the 
market-makers who risk their capital by dis- 
playing firm prices on SEAQ. 

Kleinwort and BZW argue that in a free 
market, other market-makers can develop 


their own automatic systems. But smaller 


firms lack the resources to develop their 
own BESTs and TRADEs. The stock exchange 
fears that the importance of SEAQ could be 
endangered: market-makers who get little 
business from displaying competitive prices 
on screens will have little incentive to go on 
doing so, and may widen their spreads. That 
would make it hard for the exchange's sur- 
veillance department to enforce best execu- 
tion (the principle that clients should be 
given a price as good as the best in the mar- 
ket), since it checks the price of trades 
against the price on SEAQ. 


Socking SEAQ 


TRADE has the potential to process medium- 
sized bargains of up to 100,000 shares. So 
the stock exchange worries that its central 
market could fragment into a series of mini- 
markets, each run by a big market-maker, 
with prices on SEAQ counting for little. The 
market would still be central, to the extent 
that SEAQ would record deals handled by 
BEST or TRADE; but the devaluation of 
SEAQ's price information could stop inves- 
tors getting the keenest prices. SEAQ prices 
have never counted for the biggest trades; 
but if they also became meaningless for 
small and medium-sized bargains, the mar- 
ket would be less visible to private clients. A 
weakened SEAQ would also prevent SAEF 
offering an attractive service to investors. 
The exchange's arguments are reason- 
able. But it has queered its pitch by giving 
itself a conflict of interest. Its regulatory 
keenness to thwart threats to a central mar- 
ket looks suspicious, since those threats 
would hurt SAEF, its own commercial 
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pr ject. Last April, 
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ing warned the exchange to beware of po- 
tential conflicts between its commercial and 
regulatory roles. Yet earlier this month it an- 
nounced a rule that would penalise BEST and 
TRADE at the expense of sarr. The rule 
would allow an automatic system to accept 
an order only if the firm that ran it was itself 
displaying the best price on SEAQ. 

lt would be impractical for BZW and 
Kleinwort to comply with this rule, since no 
market-maker can always offer the best price 
in all stocks. Yet if they refused to display 
the best price on SEAQ, their systems would 
not be allowed to execute a bargain. So users 
would find SAEF a much better system. Mar- 


ket-makers that lack their own automatic 


dealing systems, and are therefore keen that. 
SAEF should prosper, would benefit. _ 
This rule infuriated some of the ex- 


change's largest members, whose executives 
. have muttered darkly about setting up thei 





own share market with the help of Reuters. * 
Such firms have complained that the ex- 
change is unrepresentative and dominated 
by the needs of its own badly-managed tech- 
nology projects. Reuters claims to have no 
plan to set up a rival to SEAQ—though it is 
battling with the stock exchange over the 
latter s monopoly of company news. 

The oft reckoned that the rule limiting 
the automatic systems would harm compe- 
tition, and prodded the exchange. So this 
month the exchange postponed the rule's 
implementation, pending a report next 
March from a new committee on market 
regulations. This will also look at whether a 
similar rule should apply to small orders that 
market-makers execute over the telephone. 


Smith New Court, for instance, runs a pri- 


vate-client dealing service on the same lines 
as BEST and TRADE except that it is not com- 
puterised. Kleinwort has justifiably com- 
plained that it would be illogical to force 
computer-dealing systems to follow the rul 
while manual systems could get away witt 
feeding all their deals in-house. 

The committee should look for a com- 
promise that allows the private dealing sys- 
tems to compete against SAEF without giving 
either side a huge advantage, or threatening 
the role of sEAQ as the main medium for 
showing prices. One compromise recently 
put forward by the stock exchange looks 
fair. Suppose that BEST received an order 
when Kleinwort was not offering the finest 
price on SEAQ; the order would then be 





x 3 ' piped automatically down a link to SAEF. 


This does not satisfy 
Kleinwort or BZW, or other 
market-makers such as County 
NatWest who are developing 
similar systems. But it would. 
ensure that small investors 
could count on SEAQ remain- 
ing a central and visible 
marketplace. | 
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by Japan's finance ministry. That 


. years older, 
JF which has been going since 1968. 

T] New York's BF has total assets of 
$160 billion; America's total IBF 
. net dollar assets amounted to $188 


'tacular. In October it was $302 bil- 


red tape 


ODELLED « on ee York s Interna- 

tional Banking. Facility, Japan's off- 
shore banking centre is a market for de- 
posits and loans: free of most domestic 
regulations and of olding tax on in- 
terest. The New York facility was estab- 
lished to “tow Nassau into New York har- 
nks resident in 
America to: conduct dollar-denominated 
business with non-residents without the 
need for reserve requirements and deposit 
insurance. Japanese version was set 
up with 1e same aim, and with the 

























_additional hope that this would help the 
F yen to be used more as an international 


currency. 

At the end of August the japan’ off- 
shore market had assets of nearly 
$395 billion, according to a survey 


meant it had already outstripped 
New York's facility, which is five 
and Singapore's, 


billion at the end of September. Ja- 
pan's market was almost double 
the size of its onshore call-money 
and bill-discount markets. 
Trading volume in the offshore 
banking market has been spec- 


lion, of which ¥23.5 trillion ($194 
billion) was in yen deals, $107 bil- 
lion in dollars and the remainder 


"in other foreign currencies. That com- 


pares with figures for January 1987 of ¥4.2 


trillion in yen deals and $20.5 billion in’ 
foreign currencies | 


dollar and other 


The market has grown rapidly, but not 
for the reasons that the authorities ex- 


. pected. Over the past year or so, the Japan 
"offshore market has quietly turned itself 
a "into a surrogate. domestic yen interbank 
| market. Japan's immature and largely illi- 
|. quid short-term money markets were vir- - 
|. tually dead as a source of funding for the 
banks. 


- elsewhere. 


So the banks had to turn 
Like New York's and Singapore's, Ja- 


pan's offshore banking market lets banks 


establish special accounts separately from. 


domestic ones; these are exempted from 


restrictions that apply in the domestic 
"market. Regulatory and tax-related con- 
- cessions are available only for transactions: 








Japanese banking booms offshore 


Tokyo's offshore banking market is two years old on December Ist. It 
has tcd those who thought its growth would be tied down by 











between non-residents. Similarly in tax 
havens, such as the Cayman Islands and 
the Bahamas, tax concessions are used al- 


most entirely for transactions between 
SOR, but these havens have no 
domestic market to speak of. 

But what makes offshore facilities 
work (ie, advantageous to banks) is seep- 
age between onshore and offshore ac- 
counts. From the outset, bankers have 
complained that the Japanese authorities 
have been tougher on this than their 
counterparts in New York and Singapore. 





Seepage in Tokyo to the domestic account - 


is restricted to 596 of a bank's average bal- 
ance of transactions with norrresidents 


- during the previous month. In America 
 seepage from the Euromarkets (the off- 
shore dollar markets) and the! IBFs is much 


greater. 


| Offshore « currencies 


Japan's taxman has required sheaves of 


. paperwork from the banks to ensure that 


they are making a proper separation of 
onshore and offshore accounts. But it has 
been easy for the big international banks 
to use their overseas branches to take 
funds from their Japan offshore market 
accounts which they can then bring back 
onshore through an inter-office yen swap. 
A counterparty bank gets the funds into 


-the offshore market by a similar route, but 
in reverse. On one estimate, the lapan off- 


shore - bánking market has provided 


‘to make it a bit easier for capital to flow - 


of a bank's average balance of transac- ^ 
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around ¥10 trillion in indirect dern 
interbank funding. 

Because of transaction costs, the cos 
of funds is marginally higher by this: 
method than taking funds from the short- 
term money markets. Also, the banks run. 
the risk of incurring the Bank of Japan's: 
wrath. Even so, the banks have used the 
offshore market because it has been a rel 
able source of funds at a time when the: 
domestic bill market had all but dried up:. 
This development has weakened the Bank: 
of Japan's ability to run its monetary pol 
icy. One reason that the central bank ha 
started to reform the domestic short-term: 
money markets is to repatriate- E inter- 
bank market. 

Once this has happened T ifit iss 
cessful, the volume of transactions in t 
offshore market may slump. rn c 
then return to complaining that the Jap 

offshore market is still too tightl 
regulated compared to New York’: 
and Singapore's facilities. 
Though the banks managed to` 
shake off withholding tax before: 
the market opened in 1986, they 
were not able to get rid of stamp 
duties on transactions. Nor c 
they dodge local and nationa 
taxes on profits, which in Japx 
are steep, though tax reform wil 
trim them. The banks were also : 
prohibited from using the offshore . 
market to underwrite corporate se- 
curities for the same reason tha 
securities transactions are banned 
in New York and Tokyo—they 
would run the risk of contravening 
the a laws segregating come 
mercial banking from ri 
banking. 

The Japanese authorities like to starta 
new market cautiously and then ease their - 
control if they think it is developing sat« 
isfactorily. But there seems unlikely to be 
much immediate relief for the banks on ~ 
either the tax or securities fronts. How-- 
ever, they are going to be allowed more | 
seepage between the onshore and offshore: 
markets. 

From next April, Japan's finance min- 
istry officials say, the rules will be relaxed 







































between onshore and offshore accounts. - 
The spillover limit will be doubled tó 1096 


tions with non-residents during the previ 
ous month. Although the finance minis- - 
try is prepared to allow a bit more 
squishiness, it warns that it will not permit 
an excessive flow of untaxed funds into 
lapan. 
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American bank bonds 


opread 'em thin 


NEW YORK 








HERE is a paradox in America's credit 

markets. Despite talk of financial fragil- 
ity and credit risk in the banking system, the 
bond market is not reflecting these fears. 
The spread between the yields on money- 
centre bank holding-company bonds and 
those on Treasury bonds is at its narrowest 
since Mexico stopped paying interest on for- 
eign debt in August 1982—an event which 
ushered in the third-world debt crisis. 
Citicorp paper now yields around 90 basis 
points over equivalent ten-year Treasury 
bonds. Earlier this year the spread was 140 
basis points. Top-rated regional banks sell at 
a narrower 75 basis points over Treasuries. 

[s this a sign that credit worries are eas- 
ing? No. Certainly, money-centre banks 
have benefited from Brazil's decision in June 
to resume paying interest on foreign debt— 
payments which flow straight to the banks' 
income statements. This is one reason why 
money-centre banks’ shares rose 27% in the 
first ten months of 1988, compared with a 
4% gain in the Standard & Poor's 500. 

But Brazil resumed paying interest only 
because its creditor banks agreed to lend 
more new money—$5.2 billion. That is why 
Mr Allerton Smith, a bank bond analyst at 
First Boston, called the latest Brazil 
rescheduling a "Pyrrhic victory” with 
only the "illusion" of progress. 

The market for third-world debt 
calls it illusion too. Amid a wave of 
selling in recent weeks, the price of 
third-world debt has plummeted. Bra- 
zilian debt is worth only 39 cents on 
the dollar, and Argentina's 18 cents. 

Two other factors explain why, 
nevertheless, bank bonds attract buy- 
ers. Banks, some investors think, are 
unlike industrial companies; they are 
not subject to "event risk "—jargon 
mainly for leveraged buy-outs. (The 
broad result of LBOs is that owners of 
investment-grade corporate bonds 
suddenly become owners of junk 
bonds, losing a chunk of their wealth 
in the process.) 

The second reason that bank 
bonds are popular is that there have 
been fewer new issues of them this 
year—both because of borrowers’ un- 
certainty about interest-rate trends 
and their expectations of a slowing 
economy. According to Salomon 
Brothers, a New York investment 
bank, average monthly bank issues 
are running at $1.0 billion in 1988 
compared with $2.1 billion in 1987. 

Meanwhile, there is greater de- 
mand for paper. Institutional inves- 
tors have been leaving the stockmark- 
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et and reaching for yields in the bond 
market. The $60 billion market in bank 
holding-company bonds is one obvious 
place to park their money. 

Despite the narrower spreads, trading is 
not active in the bank holding-company 


bond sector. Many investors remain wary of 


bank paper. Analysts say they worry espe- 
cially about two fast-growing areas of lend- 
ing. The first is the banks’ LBO lending, the 
size of which remains unknown because 
banks do not break these loans down in 
their accounts. The second is property lend- 
ing, which has been the fastest growing sort 
in recent years. In the past five years banks’ 
lending to property has risen from 34% to 
40% of total bank loans. Much of this in- 
crease has been in the riskiest kind of prop- 
erty lending—land and construction loans. 

The other reason to be wary of bank 
holding-company bonds is the ugly 
precedent set by Dallas-based First Repub- 
lic. This bank’s holding-company bonds 
were selling for 40 cents on the dollar imme- 
diately prior to First Republic's demise. 


Speculators were betting on some form of 


takeover that would shore up the bank hold- 
ing company as a going concern. In the 





Citicorp's T for Treasury 
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event the Federal Deposit Insurance Cor- 
poration, which insures bank depositors, 
wiped out the holding company and i 
bondholders by putting the subsidiary 
banks into receivership. 

The lesson of the First Republic episode 
is that the federal safety net does not extend 
to bank holding-company bonds. This has 
made bank deposit notes increasingly popu- 
lar. These instruments range in maturity 
from 18 months to seven years and tend to 
pay yields ten basis points lower than the 
equivalent bank holding-company paper. 

Owners of deposit notes are treated the 
same way as bank depositors. In practice 
9996 of depositors have received all their 
money back when banks have failed i 
America in recent years; deposit notes are 
viewed by investors as safe, which is why 
First Boston's Mr Smith estimates this mar- 
ket will grow by 5096 during 1988, from $20 
billion to $30 billion. 


And them ol' thrifts again 


The view that the federal government will 
bail out investors also explains another par- 
adoxical movement in yields, involving 
bonds issued by rico, the shell company cre- 
ated in 1987 in the (temporary) recap- 
italisation of the still insolvent Federal Sav- 
ings and Loan Insurance Corporation 
(FSLiC). The irony here is that the more 
ghastly the news becomes about the finan- 
cial condition of the savings and loan (thrift) 
industry, the more the market be- 
comes convinced that the federal gov- 
ernment will stand behind Fico 
bonds. 

Accordingly, as the estimated 
black hole in the thrift industry has 
expanded from $20 billion to $100 
billion plus, so the yield premium de- 
manded on FICO bonds has dwindled. 
They were trading at a 115 basis- 
point spread over comparable Tr 
suries early this year. The spread h 
since narrowed dramatically to 72 ba- 
sis points over Treasuries. So cynical 
investors have profited at the expense 
of purists who did not want to own 
the debt of a bankrupt hell. 

So far $3.7 billion worth of Fico 
paper has been bought by investors 
eager to own a quasi-government 
bond still yielding considerably more 
than a Treasury bond. Another 
$700m is due to be sold on November 
28th and, needless to say, Wall Street 
expects no problem. Taken to its logi- 
cal conclusion, FICO bonds should 
end up yielding, say, only ten basis 
points over Treasuries if everyone as- 
sumes they are as good as government 
debt. The problem is that though ev- 
eryone seems to agree that FSLIC andi 
the Treasury are as good as engaged, 
they are not yet married 
— ——— ——w———À———S 
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Japanese privatisation 
Biting the bullet 


TOKYO 


Peor competition and deregu- 
lation is not the prime aim of 
privatisation in Japan; it is to get debt, peo- 
ple and future pension liabilities off the 
state's books. The next big privatisation— 
the sale of the old state railways—should go 
a long way towards accomplishing that. 

In April 1987 Japan's railway was split 
up into regional and specialist companies 
under the umbrella of the Japan Railways 
(IR) group. Alongside that company another 
was set up to oversee the railway's sale to the 
private sector, JR Liquidation. lt is required 
by law to raise over the next three-to-five 
years at least Y1.2 trillion ($10 billion) by 

ling 9.2m shares in JR group companies 

3.1 billion shares in a company that op- 
erates most of Tokyo's subway lines. 

The government says that it wants to 
use the proceeds from selling JR to pay for 
building new shinkansen (bullet train) rail- 
way lines. After 15 years of argument, the 
governing Liberal Democratic party has de- 
cided that five new lines should be 
built at an estimated cost of Y1.4 
trillion. 

Helping to pay for ¥1.4 tril- 
lion's worth of railways by issuing 
¥1.2 trillion's worth of stock looks 
neat. The snag for the government 
is that JR does not look as attrac- 


A basket, please, for China's trader 


tive to investors as NTT. Railways are rich in 
nostalgia; they lack the tomorrow's-industry 
image of telecommunications. 

Neither, so far, do the profit sums look 
appealing to investors. JR's six regional pas- 
senger companies and one freight company 
made a post-tax profit of only Y50 billion on 
operating revenues of Y3.6 trillion for the 
year to April 1988. Aggregate long-term 
debt shrank only slightly from Y4.8 trillion 
to Y4.5 trillion over the year. JR's operating 
companies were given as clean a debt slate as 
possible to start with. The three running ser- 
vices in the most outlying parts of the archi- 
pelago, on Hokkaido, Shikoku and Kyushu 
did not have to absorb the old national net- 
work's debt. The lion's share (Y18.1 trillion) 
was dumped on Jr Liquidation, which also 
had to take on board responsibility for 
10,000 redundant workers. 
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HONGKONG 
| Hongkong's dollar has been ed rigidly to America's for the 
| dive yanta. 1E ja tone feo cre S : das 


INCE 1983, when the colony was in 
torment over its political future, 

Hongkong has maintained a fixed ex- 
change rate.of HK$7.80 to the American 
dollar. Its government has spurned read- 
justments even when, as last year, the 
economy seemed to demand it. 

America was then growing at 396, com- 
pared with 1396 in Hongkong, which was 
moving fast towards overheating. Hong- 
kong had a trade surplus, including a big 
bilateral one with the United States. 

America was complaining that the under- 

valued irc of Asia's certe 
» were making their exports too cheap. 

Pressure for a revaluation of the Hong- 
kong dollar was resisted on political 
grounds. Speculators were driven away by 
threats to impose negative interest rates, 
and were stuck with HK$7.80. The effects 
of that decision are now being felt. 


-A Uam si 


made a small but significant change to the 


Every factory in the New Territories is 
working flat out. There are six times as 
many job vacancies as unemployed peo- 
ple. The first quarter of 1988 showed a 
25% rise in the index of labour and mate- 
rial costs. Property prices are rising at 20- 
30% annually; inflation has risen to 8%. 

A revaluation would have made Hong- 
kong’s exports more expensive and im- 
ports cheaper, taking some of the heat out 
of the economy. Instead, inflation is being 
left to do the trick. Production growth is 
now slowing down as industry hits the 
limits of its capacity. Rising costs are start- 
ing to raise Hongkong's export prices. 
That has caused a decline in Hongkong's 
trade surplus with America and a near- 
halving of last year's real GNP growth rate, 
to about 796 this year. 

In July the Hongkong government 








colony's financial 
Hongkong and Shanghai 


The operating companies were allowed 
to close down more than 80 of 400 unprofit- 


able routes. They were also exempted from — 


the costs of running the hugely loss-making - 


shinkansen service, and freed to diversify in... 


the hope that they would be able to raise 


non-railway revenues from 5% of the total — 


now to one-third by the early 1990s. The 14 
private railways that compete with JR, such 
as Tokyu and Hankyu, are all profitable and 
all conglomerates. 

All railway companies are constrained 
in Japan by having their fares and timetables 


controlled by the transport ministry. The 14 


non-JR group companies are held to a sort of 


o's 


rate-of-return rule that holds profit to 7% of 


the value of their railway assets. The JR com- 


panies are regulated in much the same way. _ 


This does not encourage railways to cut 
their costs as stringently as they might, be- 
cause highway tolls and airfares have long 
been rigged to protect the public railways. 

Belatedly, Japan is coming round to 
thinking about the competitive impact of 
privatisation. Although NTT's domestic mo- 
nopoly has been broken, it is such an en- 
trenched giant that new rivals have made 
barely any progress against it. The govern- 
ment has to decide by 1990, when parlia- 
ment is due to review the 1985 law that led 
to NTT's privatisation, whether a forced 
break-up is the only way to instil new com- 
petition. What it decides may also provide 
pointers to how the government will deal 
with what may be the next big privatisation 
after the railways—the post office. 





system. For years the 
i Banking Cor- 


poration has acted like a central bank, ex- 
cept that it has been unable to intervene 
in the currency markets. That meant that 
the exchange rate could be defended only 
by using interest rates. Quietly, the gov- 
ernment established a new account on 
July 15th for the ong Bank at the 
colony's exchange fund which will allow it 
to use the colony's reserves for 
intervention. 

Many Hongkong businessfolk are 
pressing for more change. Fellow drag- 
ons—Singapore, South Korea and Tai- 


with secret ! 
big currencies, notably the yen. So does 
Thailand. 


A switch to a basket of currencies 
would align Hongkong's economy with 
those of its biggest rivals, and insulate it 
from the vagaries of America's dollar. By 
defining the means for a gradual change in 
the exchange rate, it would also deprive 

tors of a one-way bet. A present 
for the Chinese new year in February? 
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Blessed are the middling rich 


Barings and Schroders, two middle-sized and family-controlled merchant 
banks, are making money hand-over-fist while most other City banks are 


struggling. Here’s how 


EMEMBER 18 months ago when mer- 

chant bankers were saying that rivals 
such as Barings and Schroders were 
doomed? In a deregulated London they 
would neither be large enough to compete 
in global investment-banking markets, nor 
small enough to carve out a specialised 
patch at home. Today tunes have changed. 
Many City bankers consider Barings and 
Schroders to be the very models of modern 
merchant management. 

Barings and Schroders (along with 
Lazards, N.M. Rothschild and Robert Flem- 
ing) ignored snazzy pre-Big Bang theories of 
integration and synergy, preferring to spe- 
cialise in just a few areas. Barings is the 
City's oldest merchant bank, founded in the 
eighteenth century by a cloth-trader, Sir 
Francis Baring. lt has never made markets in 
British equities and deals mainly in the ster- 
ling bit of the fixed-interest and floating-rate 
Euromarkets. 

Mr Andrew Tuckey, Barings’ managing 
director, admits that many Eurosterling is- 
sues lose money; but the high profile of such 
issues allows the bank to engage in more 
profitable ventures, such as private place- 
ments of sterling bonds. Barings’ gilt-edged 
(British government-bond) market-maker is 
also unprofitable, but Mr Tuckey reckons it 
is vital for laving off the risks of the bank's 
treasury and trading operations. 


Methinks I heard a Big Bang 
94 


Despite its near-total absence frcm the 
London stockmarket, Baring Securities spe- 
cialises in the underwriting and trading of 
Japanese warrants and convertibles, equity 
derivatives which have boomed along with 
the Tokyo stockmarket. Baring Securities 
grew out of Henderson Crosthwaite, a small 
London broker whose Asian operations the 
bank bought in 1984 for £5m ($6.7m). 

Baring Securities now employs some 
400 people in London and around the Pa- 
cific, and last year probably made over 
£25m ($41m) in pre-tax profits—a return 
on capital of more than 100%. Such perfor- 
mance comes despite the losses it declares to 
Japan’s Ministry of Finance, and despite the 
disclosed post-tax profits of £8m for the 
whole group. Merchant banks’ disclosed 
profits rarely give the true picture, since they 
salt away earnings into hidden reserves. 

Schroders, which disclosed post-tax 
profits of £27m last year (ie, nearer £35m), 
has no gilt market-maker. Like Barings, it 
mostly shuns the Euromarkets except for 
convertible bonds and sterling fixed-interest 
debt. In equities, it deals only in the compa- 
nies it has brought to market. However, it 
did have a brief and abortive affair with Brit- 
ish equities when it tried to build up its own 
dealing team from scratch. Schroders no 
longer sees the point of a British equity oper- 
ation—despite having successful equity op- 
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erations abroad. Its 5096-owned affiliate in 
New York, Wertheim Schroder, is a big 
American equity broker; and its Hongkong 
securities and merchant-banking arm (built 
up during the 1970s by Schroders' current 
chief executive, Mr Win Bischoff) earns a 
40% pre-tax return on its capital. 

Even though Barings and Schroders are 
international businesses (only 1,200 of 
Schroders' 3,000 employees work in Lon- 
don), thev like to see themselves as specialist 
firms. That means sticking to profitable 
niches, such as corporate finance, fund man- 
agement and convertible bonds, where al- 
ready-established relations with groups of 
customers count for more than in wholesale 
markets. Specialist services take time to es- 
tablish but are then safe(-ish) from compe- 
tition. And specialisation helps when mar- 
kets turn sour. 

Schroders is also top of the mergers and 
acquisitions (M&A) league in Britain so f. 
this year, measured by the value of oW 
pleted bids advised on. Barings, thanks 
largely to its independence, has developed a 
niche as adviser to publicity-shy financial in- 
stitutions, including a rival merchant bank, 
and several building societies. It has doubled 
its corporate-finance revenues in each of the 
past two years. 


No brass, no blunders 


Barings and Schroders had luck on their 
side during the 1980s bull market and Lon- 
don's deregulation: they lacked the capital 
to expand willy-nilly. Easy capital at some 
other firms moulded global ambitions that 
have now been tempered by the world stock- 
market crash and overcapacity in most 
wholesale markets. Both Morgan Grenfell 
and County NatWest pushed into the Euro- 
bond market, but have now pulled back. 
Kleinwort Benson thought a primary dealer 
in American Treasuries would bring bene- 
fits to the rest of it operations; it was og 
The style of the international operations 
Barings and Schroders has pre-empted the 
new thinking among larger rivals. 

Barings and Schroders think they cam 
exploit their successful international opera- 
tions to better effect. For instance, Barings is 
keen to use its links with Japanese compa- 
nies issuing convertibles and warrants tc 
win cross-border corporate-finance busi 
ness, now that the Japanese are starting tc 
look to Europe and America for acqui 
sitions. Last month it advised on a share anc 
marketing link-up between Allied-Lyons, £ 
British food and drink company, anc 
Suntory, a Japanese distiller. Barings see 
America as the weak link in its cross-borde 
corporate finance chain. It has hired M: 
Mohamed Younes, formerly the head ow 
Kidder Peabody International, to run it 
New York arm. 

Another way of exploiting internationas 
links involves Baring Securities. ThougM 
Barings keeps this Japan-geared busines 
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anadian Pacific Limited's earnings per Ordinary share 
- before extraordinary items increased 39% to $2.03 for 
e the ns nine months of 1988. This compares witi 1 $1.46 













e hird Bette when net income be ore ihre ie 
i nlp ep 66 cents per Ordinary share. This was an 
per share or 25% fromt 







peductions from the enei ay, 
sectors. 2 













































































































3rd Quarter e c oU First Nine. Months - idus el 
| 1988 - 1987 | 1988 — 1987 — | 
| Transportation and Waste i | 
| Services $ 43.4 $ 258 $ 204.8 $151.5 | 
Energy - 34.6 42.5 100.3 108.8 | 
| Forest Products 73.7 45.1 194.1 $09 | 
l | Real Estate and Hotels 39.2 220 93.2 38.3 | 
| Manufacturing and Other 15.6 212 7.2 213 i 
Discontinued Businesses 2.7 31 23.8 68 d 
APENES ; ————— PE PAANAN OEA AE I RE RR EEL ERR ADR PAE TEN EREEREER E EINA AA EO OEN LETT 
Net income before 
extraordinary items 209.2 1597 623.5 437 6. 
Extraordinary items (10.0) 160.8 (10.0) . 3541 
Net income after 
b extraordinary items $1992 $ 320.5 $613.5 $7917 
Earnings per Ordinary share 
before extraordinary items $ 066 $ 0853 s 203 $ 146 
m after extraordinary items $ 063 $ 107 s 200 $ 264 
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Canadian Pacific anticipates a strong performance from 
| _ the forest products sector in the fourth quarter. However, 
earnings likely will be affected by depressed crude oil prices 
and reduced rail grain traffic resulting from last summer's 
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Staying liquid 


HE performance of Barings and 

Schroders may drive other merchant 
bankers to drink—or to port futures and 
wine bonds. 

Advance port purchases (APPs) are 
being sold by Dourosa Investment, 
which is controlled by the Bergqvist fam- 
ily, the owner of the La Rosa port quinta. 
Each APP costs £1,000 and guarantees 
the buyer five cases of Quinta de la Rosa 
port each year for the next five years. 
The port will be laid down for the inves- 
tor in Portugal. Thirstier investors can 





separate from the bank's trading operations 
(they are in different offices in London), 
they co-operate in such highly profitable ar- 
cana as "covered warrant" arbitrage. In this 
game, Barings watches warrants for the same 
company to see if they trade differently in 
different markets. If so, Barings might buy 
warrants denominated in dollars, repackage 
them and sell them on to Swiss investors 
through its Geneva arm. 

Schroders also wants to bring its M&A 
prowess in London to bear on other parts of 
the world. Wertheim Schroder, once an eq- 
uity research house with few corporate-fi- 
nance skills, has a growing reputation for 
domestic M&A deals in America. Schroders 
reckons it can exploit that strength by 
beefing up its corporate-finance office in To- 
kyo. Schroders has made loans to Japanese 
companies since the nineteenth century. 

Are Barings and Schroders immune 
from the mishaps of some other merchant 
banks? Remember that, two years ago, Mor- 
gan Grenfell’s corporate-finance depart- 
ment could not put a foot wrong. It made a 
mistake when it gave corporate financiers 
too long a rein. Schroders, too, was in the 


96 


take an early "dividend" of four cases of 
cheaper tawny port ready for drinking. 
Most of the 80 investors who have 
joined the scheme in the past two 
months have chosen to wait. Miss So- 
phia Bergqvist, a management consul 
tant who thought it up, clearly thinks the 
scheme is a must. She reckons that in 
1992. after four ordinary harvests and 
one vintage year, an investor should 
have a cellar worth at least £2,115—or a 
compound return of over 16% per year. 
If disaster strikes and a year is wiped out, 











dumps five years ago because its corporate 
financiers had grown old and lazy. 
Schroders recovered by injecting new blood 
into the department (the average age of the 
corporate-finance directors dropped by ten 
years in 1984, to 38) and by imposing a bet- 
ter sense of structure within the corporate- 
finance team. The functions of generating 
and executing deals are now more clearly de- 
fined. The bank has a special project-man- 
agement group that deals only with flota- 
tions; and it has put together a ten-strong 
team to dream up and market new M&A 
ideas. 

Both banks are looking to continental 
Europe as their next area of growth. They 
have European venture-capital outfits that 
should increasingly bring business to their 
corporate-finance departments. They al 
ready advise on overseas privatisations, and 
do corporate-finance business for European 
companies. Schroders is advising on Pernod 
Ricard’s current bid for Irish Distillers 
Group, and has helped an Italian merchant 
bank forge links with Kidder Peabody. 

Barings and Schroders both agree on 
building up their European equities busi- 


then the investor will get a fifth of his 
money back plus interest. 

The offer follows a recent decision by 
the Port Wine Institute to allow small 
producers to ship and market own-label 
port. The money raised through the APPs 
will allow La Rosa to expand; until this 
year all its port was sold to Sandeman, a 
shipper owned by Canada's Seagram: 

Another family firm, Henry Ryman, 
has persuaded 250 investors to buy wine 
bonds. The current price is £2,500 each. 
The bonds, which were first sold in 1980 
through Hoare Govett and Rowe & Pit- 
man, two London stockbrokers, pay an- 
nual "interest" for five years of ten cases 
of wine from Chateau La Jaubertie in the 
French Dordogne. 

The bonds are convertible: at the end 
of the fifth year the investor either re- 
ceives £2,500, 25 cases of wine or renego- 
tiates another five-year deal. The money 
goes to extending the vineyard and im- 
proving the chateau. Mr Nicholas 
Ryman reckons that his original inves- 
tors have earned an average return of 
37% a year. 

Mr Ryman does not limit the number 
of bonds an investor can buy (although 
his largest investor owns only four). But 
no investor is allowed more than two of 
the new APPs. Given the prospective 
profits, Miss Bergqvist was worried that 
Britain’s new Securities and Investments 
Board might start treating the port as an 
investment rather than a consumer pur- 
chase. Meaning Miss Bergqvist would 
have to register as an investment adviser? 















ness, which they think will fit in well with 
their European M&A aspirations. This year 
Barings hired much of Wood Mackenzie's 
team of European analysts. 

Both firms think that they can run thes 
European equity operations out of London. 
They have not been tempted—yet—to swal- 
low a Paris broker, unlike rivals such as S.G. 
Warburg and Barclays de Zoete Wedd, be- 
cause they are happy to stay at their current 
size. Mr Bischoff is cautious about expand- 
ing too fast—he reckons Schroders has 
reached the limits of manageability. And 
perhaps Barings still hears the echos of Lord 
Rothschild's words in 1890, when Barings 
was bailed out by the Bank of England from 
a mess of duff loans to South America: "No 
one would trust them with large operations 
again." 
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Goldman Sachs 
In our issue of October 22nd, we said Goldman 


Sachs offered soft-dollar deals to clients who de- 


mand the service. Goldman Sachs assures us that 


this is incorrect. 





THE ECONOMIST NOVEMBER 26 1988 


o. MEN AME 





that alchemists could 


am fror m the stars 


HE nucleus of the atom was invented 
|a about five minutes after the universe 
burst into existence. But a bang, for all its 
bigness, could make only the simplest 
“things: hydrogen. and a bit of helium. All the 

other Wig in planets and their inhabitants 

came later, from the insides of stars. Some 
30 years ago Dr Fred Hoyle worked out the 
uclear-fusion reactions that produce the 
most common elements in stars. They were 
not enough; many elements have a trickier 
recipe. Today's scientists are working out 
how and where some of these more exotic 
elements were born. 

Hydrogen and helium are 
the simplest, lightest elements. 
Their nuclei have the fewest 
protons and neutrons (the only 
parts of atoms with.any signifi- 
cant mass). For most of their 
lives stars make four-particle 
helium nuclei from one-parti- 
‘cle hydrogen, by various 
means. When they get to late 
middle-age they start using the 
waste product, helium, as a 
"fuel. They fuse helium nuclei to 

make oxygen and carbon. 

The larger stars go on to 
make heavier elements: neon, 
B magnesium and later 

con and sulphur. The nuclei 

sof these elements are made by 
adding together smaller exist- 
ing ones. If a star is especially 
big, silicon and sulphur atoms 

“melt” intoa sea of protons and neutrons 
phat gives birth to many elements, the heavi- 
test one being iron. 
. «Making iron or anything lighter releases 
itremendous amounts of energy; assembling 
any element heavier than iron uses it up. Al- 
though they may be uneconomical to make, 
44 elements heavier than iron—such as 
ead, gold and uranium—do manage to 
merge. These atoms are made not when 
ighter elements stick together, but when 
smaller elements capture neutrons. 
. Simply adding a neutron does not trans- 
orm an atom, it just makes it put on weight. 
o become a new element, the atom must 
ange its number of protons, which it does 
converting a neutron into a (positive) 
oton and ejecting a (negative) 
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electron—which is also known in this con- 
text as a beta particle. That way, atoms can 
stay in the alchemy business by catching 
neutrons and changing some of them to pro- 
tons. 

There are two ways for heavy elements 
to grow from lighter ones—the s (for slow) 
‘process and the R (for rapid) one. The two 
lead to a slightly different mix of elements. 
Those made by the s-process have plenty of 
time to eject negative electrons in between 
catching new neutrons. But neutrons. bom- 
bard the R-process elements so fast that they 





Dooko out of the don. zi: 


tend to catch a few before they can eject an 
electron and change a neutron to a proton. 

The relatively orderly s-process happens 
inside quite common types of stars, the R- 
process remains more mysterious. Scientists 
cannot work out where in the universe at- 
oms could get the shower of neutrons 
needed to fuel it. Probably somewhere 
rather exotic. Perhaps inside a supernova, 
possibly near the boundary between the 
part of the exploding star that blows into 
space and the part that contracts into a neu- 
tron star. The shower of neutrons may even 
come from the neutron star as it collapses 
into a black hole 

Some researchers are trying to duplicate 
such events on a more modest scale. One 


group in Karlsruhe, in West Germany, is re- 











































peating the s-process in the laboratory : 
recording how receptive various atoms 
to incoming neutrons. The group has foi 
that nuclei can snare neutrons from a su 
prising distance as they pass by. 
Other scientists look to the stars fo 
more complete guide to heavy-element m 
ing. À team at the Lawrence Livermore: 
oratory in California is concentrating o 
R-process. It is measuring how many R 
cess elements there are in stars of vari 
ages by analysing their light, with an eye 
learning when in a star’s life the R-proc 
starts to make new atoms. 
© Other teams are developing new mods 

to explain how heavy elements are born, b 
considering both how well various element 
capture neutrons and how many of these: 
ements turn up in various places. They wan 
a picture of the R-process that explains wha 
kind of a star it could happen i in, as well a 
when in the star's life, and 
where in its body. At the mo- 
ment, exploding, mediumesize: 
supernovas are regarded as the 
likeliest candidates. | 
Students of alchemy were. 
lucky enough to get a real su- 
pernova to watch in 1987. It let. 
them check up on the old theo- 
ries of element-making and 
add some new details. Dr Stan. 
Woosley at the University of 
California, Santa Cruz, has 
used supernova observations. 
to propose a scheme for mak- 
ing some of the rarer elements. 
that are lighter than iron. Ac- 
cording to his recipe, atoms o 
fluorine, phosphorus, manga 
nese and copper may have 
been made with the help o 
that most unobtrusive of parti 
cles, the neutrino. 
Neutrinos are chargeless and have litt 

if any, mass. They are so inconspicuous th 
billions from the sun pass through our 
ies every day and billions more pass througk 
the earth and up through the floor at night 
But they find strength in numbers. Accord. 
ing to Dr Woosley, the 1987 supernóva: 
off such a fury of neutrinos that for a f 
seconds it was radiating more energy th 
the rest of the observable universe put t 
gether. The normally meek neutrinos we 
powerful enough to tear neutrons and pro- 
tons from stable elements, converting them 
to the more unlikely ones. 
The survival of these new elements is: 
constant jeopardy. The neutrons and 
tons torn from the old elements, along v 
the shock wave that blows up a supernov. 



















































eaten to break the fragile new elemer 

ito more stable ones. Only a few would es- 
ape undamaged from their supernova birth 
add variety to the chemical mix of the 





"HE world is a wiggly place. All sorts of 
.things—such as trees, lakes and 
ntinents—have edges that are randomly 
gged. And they go on being ragged no 
atter how closely you look, whether from a 
ace shuttle overhead or with your nose 
d up against them. Such interminably 
gly lines are called fractals. 

Noise, too (in the scientist's broad sense 
— disturbance), is best seen as a 


. BOSTON " 


Q'MALL children are right to fear the 
A  night—but it is shift-workers, not bo- 
-geymen, they should be worried about. 
" Consider a few modern disasters and the 
< times (local) at which they occurred: Bho- 
. pal (just past midnight), Chernobyl 
: (1.23am), Three Mile Island (4am). Such 
timing is typical of industrial accidents. 
Nobody knows what proportion of air- 
craft accidents occur during the pilot’s 
-natural night-time: he may have crossed 
-so many time zones, and taken so many 
_ irregular breaks, that he himself does not 
know when that is. 


east-west (or west-east) travel. But they 
“have to learn to lump it. Because the 
. world’s main commercial centres are clus- 
 tered along approximately similar lati- 
` tudes, you have to cross plenty of time 
- ones to move between them. That is an 
unfortunate fact of geography. Because 
—^modern industry depends on machines 
© that are too expensive to be left idle for 
half their lives (or cannot safely be 
switched off), somebody has to stay up 
with them. Add on all the services that 
. people expect around the clock and you 
find that around one-fifth of the 
workforce in industrial countries some- 
times works shifts. These are facts of tech- 
nology and economics, and are mixed 
blessings. | mE 

The best solution that science and 
medicine have come up with so far is the 
sleeping pill, which is another mixed 
blessing. That may be about to change. A 
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waves should have clea 


The human mind and body do not = 
take kindly to shift-work or frequent, fast 





sweeping curves of a sine wave, or the clean- 
cut crenellations of a square wave. In real life 
they often do not. Superimposed on the 
clean and regular signal are random jiggles 
and spikes—the noise that real electronic 
circuits cause. Although the battle against 
noise has been fought with ingenious weap- 
ons on many fronts, it is far from won. One 
promising new approach focuses on the wig- 
gly aspect of noise. 

Noise is, on the whole, a high-frequency 
problem. Its wiggles and spikes are short and 
sharp. So one way to get rid of it is to get rid 
of all rhe high frequencies. Try turning the 
treble right down on a hi-fi and see how 
much less noticeable the hiss is. Unfortu- 
nately, you will also have lost the violin’s 
high notes, the piccoli and the cymbals. 

The dilemma is the same whatever the 
kind of noise: how to keep the large and fast- 
moving bits of signal while getting rid of the 


group of body-clock researchers from the - 


Harvard Medical School and other places 
have collected money from industry to set 
up an Ínstitute for Circadian Physiology 


(icp) in Boston, which starts work in a few - 


weeks' time. Plenty of background work 
has already been done. Here are some re- 
‘sultstoexpect:  — ^ 770 

e Much of people's physiology is timed by 
an internal pacemaker—a tiny cluster of 





brain cells above the crossing of the optic 
nerves, called the suprachiasmatic nuclei. 
Left to its own devices, it runs on a cycle of 
around 25 hours. But cues from daylight 
reset it daily to a 24-hour cycle. Several 
drugs, including Valium, can reset the 

 pacemaker too—shifting the "time" ei- 
ther backwards or forwards—at least in 
rats and hamsters. 

The drugs must be taken at exactly the 
right time and in the right doses, and are 
only the rudimentary precursors of an 

. eventual jet-lag or shift-work pill. A per- 
son would probably have to take so much 
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shapes: the smooth 
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gles. Normal filters can do a variety of things 


to help—let through everything above or 
below a particular frequency, or block a 
band of frequencies. But they are too single- 
minded. High-frequency sounds will be 
ruthlessly eliminated, even if they are part of 
the signal you want to save. What is needed 
is a filter that can tell the difference between 
signal and noise, and exercise some 
discretion. 

In the days when filters were soldered 
together from electronic components, this 
was impossible. Now, however, filters tend 
to be programs running on fast signal-pro- 
cessing chips, which work on digitised sam- 
ples of the signal. This makes it possible to 
create “adaptive” filters, which can take 
their cues from the signal’s shape and use a 
fine chisel on it, instead of a meat cleaver. 

What an adaptive filter needs is some 
way of telling what is signal and what noise, 
which is where fractals come in. The idea 


Valium to jolt his pacemaker that the cure 
would be worse than the disease. How- 
ever, one ICP researcher has already found 
that. some drugs affect the pacemaker by 
interfering with the way light affects the 
brain. That is the first step to finding a 
real jet-lag pill. 

. @ Walk into a high-tech control room dur- 
ing the night-shift and you will see people 
watching coloured screens and blinking 
lights in near-darkness. Like a city skyline | 
at night, this contrast of light and dark is. | 
appealing to the modern eye. It is proba- | 
bly also rather unwise; casual observation 
suggests that dark rooms make people less 
alert. - | 

The icr has a mock-up control room in 
which workers can act out their jobs with 
various stimuli (such as varying types of 
light) and be monitored to find the best ys 
conditions for them. One aim is to find 
precise measures of alertness by compar- 
ing the results of different kinds of tests 
and physiological readings. This will help | 
to evaluate drugs, lighting and other treat- _ 
ments. 

e Evidence of "microsleeps'' (brief sleeps 

in which the eyes stay open), and of a zom- 
bie-like state that strikes in the early 
hours, is largely anecdotal. The 1cp’s sub- 
jects will be monitored as they work, sleep 
and relax in a laboratory insulated from. 
night and day to see how common and de- 
bilitating these states really are, and how 
they can best be averted. The ICP's re- 
searchers want to overcome a paradox: in 
such conditions, reliable things (ma- 
chines) are being watched over by unreli- 
able ones (people). They hope to complete 
the circle of watchfulness by finding a way 
for the machines to see when their mind- 
ers are starting to nod off. 
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IN INTERNATIONAL BUSINESS. 


[] The Philippines to 1993: 
Making up lost ground ij 
How long will the Philippine economy take to 

recover from Marcos’ mismanagement? This report 
assesses the outlook for growth over the next five 
years. paying special attention to export prospects. 
H examines whether the Aquino government's 
accommodation with the military will last, the 
potential sources of foreign finance and those sectors 
which could contribute most to the economy s revival, 
No. 1145. Price: £115 UK & Europe; 
USS245 North America; £118 Rest of World. 
Published October 1988. 


C] South Asia: 

The narrowing options 

The states of South Asia are undergoing 
explosive political conflicts which their institutions 
seem unable to defuse. As hopes of revitalisation fade 
in Rajiv Gandhi's India, as elections create new 


AUTOMOTIVES 


[] The Truck Industries of 


Western Europe: 

Preparing for the 1990s 

The significant recovery of the Vest European 
truck market from the deep recession of the early 
1980s has brought renewed prosperity to the truck 
industry, With no immediate prospect of any recovery 
of exports to the Micidie East and Africa; success in 
Western Europe is cruciat for each manufacturer. This 
report assesses the main factors expected to 
influence the future of the industry as a whole and its 
constituent sectors. 
No. 1149. Price: £185 UK & Europe: 
US$385 North America; £188 Rest of World 
Published October 1988. 


[] Europe's Motor industry: 
1992 and beyond l 
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TRAVEL & TOURISM 


LI Development Strategies for 

the World's Airlines 

As the nature of the airline market changes, so 
must firms adapt their strategies accordingly. 
Technological advances in computer software and 
aircraft are opening up opportunities, but government - 
policy around the world has often increased ^ 
competition without reducing state control of national 
airlines, This new report analyses the developments. 
taking place in the airline industry and assesses. 
strategic options. as 
No. 1133. Price: £180 UK & Europe; " 
US$238 North America; £153 Rest of World; - 
Published November 1988. "S 


TEXTILES 
C The Caribbean Clothing 


The completion of the EC internat market in 
1992 provides vehicle manufacturers with an — 
opportunity to restructure their operations and to 
become more competitive in the international arena. 
But will the chance be seized? This report analyses 
the EC s internal market proposals and their likely 
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Industry: 

The US and Far East Connections 

The Caribbean has become a major source of 
clothing — aimed mainly at the US market and, 
increasingly, at Western Europe. The impetus has 


uncertainties in Pakistan and as a peace accord 
uncovers new stresses in Sri Lanka, this report 
assesses whether and how stability can be achieved. 
No. 1110. Price; £118 UK & Europe: 

US$245 North America; £118 Rest of World 
Published March 1988. 
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L] Southern Africa: 

The Price of Apartheid 

South Africa's black ruled neighbours, six 
of them landiocked, are struggling against 
destabilisation and the blocking of their transport 
corridors. This Report assesses the economic, political 
and military interdependence of these states and 
explores the likely evcdution of their relations with 
Pretoria. It examines the implications of possible 
scenarios, including erosion of the transport weapon. 


affects on the motor industry, and looks at how 
competition from overseas will help to shape the 


market 


No.1 150. Price: £188 UK & Europe: 
US$365 North America; £188 Rest of World. 
Published September 1 988. 


[] The World Car Industry 
to 2000 


This important new report offers detailed 


been its closeness to the USA and the special 
treatment of Caribbean clothing imports under "BO7" 
arrangements. US clothing firms are encouraged to 
establish plants in the Caribbean to help them 
compete against Far Eastern imports, but recently 
Hong Kong and South Korean producers have been 
setting up there to avoid US quotas. This report looks — 
at future policy issues and trading prospects in 
Dominican Republic, Haiti, Jamaica and Costa Rica. 
No. 1147. Price: £245 UK & Europe: 

US$485 North America; £248 Rest of World. 
Published October 1988. 


No. 1130. Price: £115 UK & Europe; 
US$245 North America: £118 Rest of World 
Published June 1 988. 


[] Hungary to 1993: 
Risk and Rewards of Reform 


is Hungary moving towards democracy and the 
market? This Report assesses the outiook for 
significant economic and political change over the 
next five years, paying special attention to western 
investment and trade. It examines the potential for 
rescheduling, restructuring and retreat from reform, 
and separates the leadership s rhetoric from its real 
intentions. 
Ao. 1153, Price: £115 UK G Europe: 
US$245 North America; £118 Rest of World. 
Published November 1988. 


COMMODITIES 
[] Cotton to 1993: 


Fighting for the Fibre Market 


Cotton, the world's most important non-food 
crop, is regaining its share of the OECD fibre market. 
This report assesses supply prospects in 37 cotton 
producing countries and analyses factors affecting 
world consumption and trade. H provides a detailed 
forecast of the global cotton market overthe next five 
seasons, including the movement in stocks and prices. 
No. 1151. Price: £130 UK & Europe: 

US$278 North America; £133 Rest of World. 
Published September 1988. 


Registered Office. 25 St James's Street, Logon SYeT& THG 
Begstered in London No, 1762847 


forecasts of global car demand and production trends 
to the year 2000. Ownership ratios are traced and 
projected. There is a detailed assessment of potential 
in emergent markets — india, China, Africa, the 
Eastern Bloc. Key issues investigated include the 
impact of another oil crisis and mature market 
saturation. 

Na. 1 127. Price: £175 UK & Europe; 

US$345 North America; £178 Rest of World. 
Published September 1988. 


C] World Textile Trade and 
Production Trends 
The world's textile and clothing industry is 
undergoing its most intensive period of change. 
innovations in technology and investment are taking |< 
piace on a scale not seen before. This 350 page report, | 
containing over 200 tables, examines all the issues 
affecting the industry and identifies the threats as well 
as the opportunities for the future, 
Aa. 1 108. Price: £150 UK & Europe: 
ooo o7 | US $295 North America; £153 Rest of World 
All prices include airmail postage Published July 1988. 
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SCIENCE AND TECHNOLOGY 


to program a filter that can spot wiggles. 
This sounds simple enough, but although it 
is easy for a person to look at the wavy lines 
of a signal and spot the squiggliest bits, it is 
much harder for a signal-processing chip. 

First the signal is divided into short 
blocks. Each is processed separately, in se- 
quence, which means that the processor has 
to deal only with manageable quantities of 
information. Then the processor has to cal- 
culate the fractal dimension (a measure of 
squiggliness, or irregularity) of each piece of 
signal. 

If the signal is represented as a wavy line 
on a piece of paper, its fractal dimension can 
be calculated by drawing. Take a square box 
of a particular size and find out how many of 
them it takes to cover the line completely. 
Make the box smaller and do it again. Then, 
for each box size, count the number of 
boxes it takes to cover the line and divide 
this by the length of the sides of the box. 
The fractal dimension of the line is related 
to the way this ratio changes as the box gets 
smaller. 

Because this is a matter of doing the 
same thing over and over again, it is a per- 
fect job for fast computers. The processor 
does not actually draw boxes, but it makes 
its calculations as though it had. Each block 
is then filtered according to its fractal di- 
mension. If the dimension is close to one (ie, 
almost regular) it probably represents the 
signal, and is left more or less alone. The 
more fractional the dimension of the block, 
the more the block is filtered and smoothed. 

The idea of making such a filter has only 
recently been published (in Electronics Let- 
ters), and seems so far to be used only in lab- 
oratories to "clean up" data from sensitive 
experiments and measurements that are 
plagued by noise. One broader application 
might be to make old 78rpm recordings 
more palatable. Another would be to help 
enhance fuzzy satellite pictures and other 
murky stuff raked up by electronic spies. 





Dentistry 


A mouthful 
of myths 


WASHINGTON, DC 


N NURSERY medicine, sweets are cast as 
the natural enemies of teeth. The bacte- 
ria which live inside mouths ferment sugar 
to produce acid toxins that can attack tooth 
enamel and cause decay. Judging by reports 
at this year's annual meeting of the Ameri- 
can Dental Association, which was held in 
Washington, DC, last month, that view 
holds good only up to a point. 
For one thing, plenty of foods that are 
not sweet can also cause cavities—potato 
crisps and bread, for example. Amylase, an 


100 





enzyme in saliva, breaks down the cooked 
starch in them and turns it into sugar. Be- 
cause those bits of starch tend to linger in 
the mouth for hours, they can do even more 
damage than the dreaded toffee. 

Despite their sugar, some sweets (nota- 
bly those made of liquorice or chocolate) 
can help to fight cavities. There is even a 
kind of sugar that seems to prevent them. 
Xylitol is found in such foods as plums, rasp- 





The sweet tooth of youth 


berries, strawberries and cauliflower, and 
can be made from some raw materials: eg, 
birch bark, corn cobs and sugar cane ba- 
gasse. Ounce for ounce, xylitol contains as 
many calories as—and is as sweet as—table 
sugar (sucrose) or fructose. (Fructose is sub- 
stituted for sucrose in many processed foods 
because it is cheaper.) But the bacteria that 
predominate in most mouths cannot fer- 
ment xylitol. So, unlike sucrose and fruc- 
tose, it does not generate acid or promote 
decay. 

This knowledge could be a boon in poor 
countries, where more and more people— 
many of them children and teenagers—are 
losing their teeth, mainly because they are 
gobbling more of the conventional sugars 
and have few dentists. It may also be helpful 
in the developed world, which has many 
more dentists. 

The consumption of conventional sugar 
has been rising in the developed world too. 
But thanks mainly to the fluoridation of 
drinking water, fluoride toothpastes, the di- 
rect application of fluoride to children's 
teeth and fluoride-enriched diet supple- 
ments, the number of teeth which people 
have lost or had filled by the time they are 
adults has dramatically declined in many de- 
veloped countries, from Russia to America. 


Field studies conducted by the World 


i sa, a Co eres 


Health Organisation and others on school 
children in countries as diverse as Thailand, 
French Polynesia, Hungary, Finland and 
Canada have found that fluoride alone 
helps to prevent cavities, but that xylitol by 
itself also helps—and a combination of the 
two is still better. 

The results of a Finnish study, which 
compared fluoride alone to fluoride and 
xylitol, stood out. In the study’s first (two- 
year) phase, some 11- and 12-year-old chil- 
dren chewed gum containing xylitol every 
day while a control group of similar children 
did not. After two years the gum chewers 
had up to 8096 fewer cavities than those in 
the control group. None of the children 
used the gum for the next three years. When 
almost all of them were later re-examined, 
the one-time gum chewers still had 5196 
fewer cavities: xylitol seems to have lasting 
benefits. 

According to papers at the Washington 
meeting, another dental villain turns o 
not to be quite as bad as it is painted. Dr 
Stephen Moss, chairman of paediatric den- 
tistry at New York University, found evi- 
dence that plaque (a mixture of saliva, car- 
bohydrates and bacteria on teeth) can store 
fluoride and release it into the saliva to pro- 
tect tooth enamel from decay. Dr Newell 
Johnson of the British Medical Research 
Council’s Dental Research Unit offered 
some reassurance about the link between 
plaque and dentistry’s other main foe: 
periodontitis, or infections of the gum 
which erode the bone supporting teeth and 
eventually make them fall out. 

Dr Newell’s studies suggest that it is not 
so much plaque itself that determines 
whether people get periodontitis, more the 
nature of the bacteria living in their mouths 
and, crucially, how their immune systems re- 
spond to the toxins which the bacteria pro- 
duce. Just as some people become oversen- 
sitive to grass pollens or cat fur, the sa 
seems to be true of sensitivity to these t 
ins. And since the toxins are produced by 
bacteria, the best way to protect the people 
who are most susceptible to them may well 
be a vaccine. Animal studies, he reported, 
already suggest that such a vaccine is 
feasible. 

Another approach is also on the hori- 
zon: simple diagnostic tests—based on ge- 
netic-engineering technology—that can be 
used to identify high-risk patients before 
they get into trouble, and to monitor the ef- 
fectiveness of therapy. The tests analyse 
samples of fluid taken where the teeth ane 
gums meet. One such test is already on the 
market, made by BioTechnica Diagnostics 
in Cambridge, Massachusetts. It detect» 
periodontal disease and has been approvec 
by the American Dental Association. Bu. 
Dr Johnson argues that such tests should fo 
now be regarded only as research tools. The 
mouth is, after all, still full of mysteries. 
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N MUCH of was-a century and a half 
thead of his time. He lived from 1805 to 
i ecupation with the ad- 










renchman living in the 
Midow of the revolution. But his anticipa- 
don of democracy’ s weaknesses was remark- 
able. He warned, in particular, that democ- 
acy might usher in over-mighty central 
;overnment. Here are echoes of today's 
“green” decentralisers, and of the right- 
wing critics of the nanny state. 
. Some doubts about democracy were, ac- 
wording to Tocqueville's most recent biogra- 
«her, Mr André Jardin, fashionable among 
tberals of the time. The most common 
worry was that democracy would bring 
aediocrity. The newly sovereign masses 
*ould have neither interest in nor aptitude 
or government; their political judgment 
*ould be superficial; they would elect people 
who flattered and resembled them rather 
nan those who offered leadership. 
Tocqueville saw some force in these 
ioncerns, but he balanced them by pointing 
iut the spur that equal opportunity would 
" e to intellectual effort: "When there is no 
hereditary wealth . . . and when every 
ian derives his strength from himself alone, 
becomes clear that the chief source of dis- 
aarity between the fortunes of men lies in 
te mind.” The danger in democracy lay not 
a mediocre government, but in the invita- 
jon it gave to rulers to multiply their power. 
The link between democracy and despo- 
im, said Tocqueville, lay in the sort of so- 
ial relations that underpinned both. In the 
Merarchical societies of the past, men had 
igen tied to each other by the duty of obedi- 
'e to superiors and of protection for infe- 
ars. These bonds produced aristocrats 
ath the inclination to challenge overmighty 
ernment, and with the power to do so. 
wemocratic man, by contrast, was sur- 
isunded by equals to whom he felt no ties of 
aty; on the contrary, the new meritocratic 
tld made every neighbour a rival. 
"Two consequences flowed from this 
mpetitive individualism. The first was 
t the competition might absorb all ener- 
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gies, leaving none wane for political con- 
cerns. Second, democratic man would not 
be able to count on his neighbours for sup- 
port; he would be forced to turn to the state. 
The first consequence diminished the citi- 
zen's interest in restraining central | power; 
the second gave him a positive motive to in- 
crease it. By encouraging stronger govern- 
ment, equality could easily prove inimical to 


individual liberty. In short, Tocqueville was 


predicting the rise of the protective welfare 


state, as well as the reaction to it that i is cur- 


rently eroding its scope. 


To discover how equality ad libens 


could be reconciled, Tocqueville visited 
America in 1831. The French revolution— 
which was carried out in the name of both 
principles— had been followed by the mon- 
archy's return; England's politics was still in 
the grip of its corrupt aristocracy. But Amer- 
ica was a functioning republic. Tocqueville 
spent nine months there, meeting the 
glitterati of Boston, New York and Wash- 
ington, including President Jackson. 

Far from being prey to centralisation, 
Americans were gloriously undergoverned. 
Unlike their French counterparts, Ameri- 
can civil servants did not enjoy particular 
respect. This happy state of affairs owed 
much to history. Ámerica had been built 
from the small settlements of people who 
had abandoned the old European order and 
were determined to create a new and freer 
world; thus local institutions in America 
were a natural basis for democracy. In Brit- 
ain, and even more in France, local govern- 
ment was despised by those who favoured 
more equality, for it was dominated by aris- 
tocrats. European democrats were therefore 
natural centralisers, and so in danger of has- 
tening despotism. 

But Tocqueville also found checks to 
despotism in America that Europeans could 
adopt. He stressed the importance of univer- 
sal education, a free press and the right to 
free association, all of which helped citizens 
to understand politics and to resist the 
state's excesses. And though Europeans 
were not encouraged by their history to take 
local government seriously, Tocqueville 
made it his life's mission to show them that 





they should. 

To this end, he spent the 1840s asa poli : 
tician. But neither his political nor his liter- 
ary efforts dented the tide of centralisation 
in France. Tocqueville. was perhaps too. 
modern for his times. Though his main 
books—"Democracy in America". and. 
"The Ancien Regime and the Revolu- 
tion" —made him famous in his lifetime, he 
felt that his contemporaries, with the no 
ble exception of John Stuart Mill, failed. 
understand him. In his explanations of ho 
society was organised, he was in fact writing 
sociology; his contemporaries were unused 
to it, and were sometimes baffled by hi: 
work. 

In writing this biography, Mr Jardin h: 
access to unpublished notes and ler 
many of them still in the possession o 
Tocqueville's family. He makes exhausti 
use of them: the reader learns of the re 
gious leanings of Alexis’s childhood tute 
the nervous disposition of his mother, t: 
curriculum at.his school. The result is c 
tainly definitive; but at times this wealth o: 
detail, treated chronologically rather than 
by theme, obscures the grand trends o 
Tocqueville's intellectual development. Foi 
all his historical studies, Tocqueville was in 
terested in the past only for the light it shed 
on the problems. of his day; he lacked, in M. 
Jardin's words, "that temperament of th 
historian which makes him a curious visito 
of cemeteries and evoker of their ghosts 
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1992 


At last, clarity 


THE 1992 CHALLENGE FROM EUROPE. By Mi- 
chael Calingaert. National Planning Associ- 
ation; 148 pages; $15. 


HE European Community's Project 

1992 has spawned a mass of books and 
studies. Most are compendiums of essays, 
and this multi-author shortcut invariably 
leads to a non-sequitur. The predictive es- 
says predict what will prevent an ideal pan- 
European market from emerging. The pre- 
scriptive essays assume that this ideal 
market will emerge, and spell out its dire 
consequences for sleepy companies in this 
or that business. 

What should someone read who wants 
one man's consistent view, in English, of the 
whole venture? Mr Paolo Cecchini's "The 
European Challenge" (Gower) was a Brus- 
sels-sponsored propaganda tract. "Europe's 
Domestic Market” by Jacques Pelkmans and 
Alan Winters (Chatham House and 
Routledge), was of somnolent soundness 
and sleep-inducing scenarios. The best an- 
swer so far is a compact American work by 
Mr Michael Calingaert, an official from the 
State Department. 

Mr Calingaert slices the vast and crum- 
bly 1992 pie cleverly. He assesses clearly 
what parts of it will become reality. Then he 
describes the consequences of that reality 
for selected industries and for America. His 
style treads neatly between deadly officialese 
and imprecise journalese. 

The overriding American concern is 
that 1992 should not involve the building of 
a "fortress Europe” in matters of trade and 
foreign investment. Mr Calingaert's judg- 
ment on this is well balanced: (a) The pre- 
disposition among EEC members and in 
Brussels is towards an open trading policy. 
But (b) the internal-market programme has 
been conceived as an introverted exercise. 
So (c) the internal concessions needed to 
put the market together will be soothed into 
being with external toughness. (d) America 
therefore needs to be constantly vigilant. 

Point (c) is the nub. There are benign 
and not-so-benign forces at work here. The 
simple act of ordaining pan-EEC access for a 
European company or product demands a 
definition of what constitutes “European”. 
To define is to exclude, and to exclude 
seems protectionist. Less benign is the senti- 
ment that non-members of the EEC must not 
be given a "free ticket” into Europe's newly 
open market without “paying” in some way. 

Where will 1992 lead? In a little space, 
Mr Calingaert will convince most readers 
that “an irreversible process is under way of- 
fering the promise of a fundamental trans- 
formation of the European Community." 
dil ———('—MGÁáÁ— ee" 
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Dictators 


Not quite vintage 


THE Marcos Dynasty. By Sterling 
Seagrave. Harper and Row; 485 pages; 
$22.50. To be published in Britain by Mac- 
millan in March 


CCORDING to Mr Seagrave, Ferdi- 
nand Marcos's father was Chinese. 
Well, yes, now you come to mention it, there 
is something Chinese about the eyes and the 
soft lines of the face. Or is there? Foreknowl- 
edge is hardly a neutral witness. Let's have a 
look at the evidence. The author says Mr 
Marcos's Chinese ancestry “was commonly 
accepted in Manila" and supported by 
"sources close to the family, as well as re- 
spected journalists". Hmm. It is also possi- 
ble that this is another instance of the story- 
telling that has surrounded much of Mz 
Marcos's life. 

Most of the stories have been about the 
huge fortune said to have been accumulated 
by Mr Marcos during the 21 years he ruled 
the Philippines, and the extravagant life he 
and his wife Imelda pursued in their palace 
in Manila. For what it is worth, this reviewer 
may mention that he had a look around the 
palace shortly after it was rudely vacated by 
the Marcoses in 1986. It is not very grand. It 
was difficult to imagine it as the setting for 
the bacchanalias said to have taken place 
there. In the wine cellar, surely a reasonable 
indicator of lavish living, there was not a sin- 


gle bottle of Romanée Conti or even a de- 
cent claret, just some supermarket plonk 
and rather a lot of Coke. 

Mr Seagrave mentions a "black room" 
at the palace "where special political prison- 
ers were entertained, and never came out”. 
For all his ruthlessness, is it credible that Mr 
Marcos had a private torture chamber un- 
der his own roof? One thing reliably known 
about him is that, like other dictators, he 
distanced himself from the dirty deeds car- 
ried out by his henchmen. 

Then there is the mystery of the billions 
of dollars said to have been illegally salted 
away by Mr Marcos. Not a cent has been re- 
covered, much to the embarrassment of the 
Philippine government which once foolishly 
believed that the Marcos fortune would pay 
off most of its debts. Could Mr Marcos ever 
have got his hands on so much money? Mr 
Seagrave revives the story of the “Yamashita 
treasure", the war booty, much of it gold, 
said to have been buried by the Japan? 
when they were facing defeat in the Philip 
pines in 1945. There is, he believes, “a lot of 
evidence" that Mr Marcos found some of it. 
The treasure is still sought in the Philippines 
by optimists who discount the widely helc 
belief that it does not exist. 

Still, readers should not be deterred. 
The fascinating political history of that 
much put-upon country is recounted in ¢ 
highly readable way. The author is refresh. 
ingly sound on the communist insurgency 
which has never been a serious threat to th« 
security of the Philippines, but has beer 
used by the army as a means to screw mone) 
out of the United States. As for Mr Marcos. 
no one knows the truth about him except 
the man himself; and he has probably livec 
his own myths for too long to be able to dis 
entangle them from the truth. 





Freya Stark's travels 


After Ozymandiaf 


OVER THE RIM or THE WORLD: SELECTEL 
LETTERS OF FREYA STARK. Edited by Caro 
line Moorehead. John Murray; 404 pages 
£19.95 


ESPITE potentially crippling illnesse 

and disasters, Dame Freya Stark ha 
made her career out of daring travel. He 
trips have led her to remote sites hitherte 
scarcely explored, and certainly never vis 
ited by a European woman. She prepares 
for her adventures by mastering many lar 
guages (although she found Turkish not si 
useful, except in time of massacre) and b 
formidable reading. The erudition shown i: 
these delightful letters, selected out of eigh 
volumes by Caroline Moorehead, makes th 
reader gasp. Dame Freya carries it lightly. 

Always short of money in the early days 
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led in a style that startled more 
; sntional expatriates. When in Bagh- 
dad, à city she loved ' ‘unreasonably, like the 
-mother of a beetle”, she was accused of low- 
‘ering the prestige of British womanhood 
when she lodged, happily and cheaply, with 
& shoemaker's family. "Going native" was 
how the high commissioner's wife put it. Yet 
it was this willingness to go native that al- 
lowed her to communicate the essence of 
the Arab lands she loved. 
- Dame Freya is a natural diarist, but her 
diary exists only in her letters. She writes 
with elegant exuberance and a funny, often 
wistf | frankness. ' Life is easier for married 
people,” "she writes to a single friend, “but it 
ought to be richer for us, so long as we take 
it with full hands and not with the inferior- 
ity sense which has so often ruined the lives 
of spinsters.” Any remnants of gloom are 
dispelled by the certain cure of going to buy 
a hat. As she remarks to her mother: “A 
Jy hat is one of the best ways to promote a 
tented expression.” 
Her great friend was Lady Diana Coo- 
per, who once introduced her as “an ex- 
plorer who is interested only in clothes”. 
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The Duchess of Windsor is dismissed— 
“Dreadful face, heavenly clothes’—and 
when she is contemplating buying a baby 
Austin she writes: “incredibly dowdy, but 
they say that it is good on the inside, a thing 
one is always hearing about the dowdy and | 
am always inclined to doubt." 

Nowhere in these letters does she show 
off, nowhere is she spiteful. Her record of 
government service, particularly during 
both wars, is impressive. Her devotion to 
the Arabs led her to a strongly anti-Zionist 
position, and to an accurate prophecy that 
only trouble would dog the state of Israel un- 
less moderate Muslims were satisfied. 

Best of all in this book is her infectious 
enthusiasm. She is moved to tears by the 
beauty of a bronze bust of Demeter and to 
delight by a desert tribeswoman who calls on 
her formally to ask if she has medicine 
which would kill her husband. Her 
Ozymandias touches are wonderful. After 
exploring Ukhaidr she writes: "there is 
nothing quite like this finding of ruins in the 
desert, something so august in its naked- 
ness, and so dignified in man's courage and 
helplessness against the passing of Time.” 

—— —— €— m ——— 


AA French thinker in the land of the unreal 


Jean Bauarillard's America 


7 OR some time now, in the galleries and 
A. intellectual watering-places of London 
and New York, Jean Baudrillard has been a 
iname to drop. This is supposed to be the 
man who convinced the new generation of 
“American artists that they were not, as they 
supposed, free of the images of consumer 
culture that surround them on all sides; they 
were simply reproducing them. His offer of a 
way out was depressing, but plain: "We must 
zonquer the world and seduce it through an 
fference that is at least equal to the 
world’s.” Many of the newer and nastier ar- 
"istic interpretations of modern life and con- 











sumer culture—in the footsteps of Warhol | 


ond Oldenburg, but without the wit—can 
oe laid, it seems, at Mr Baudrillard’s door. 
—. This might surprise him. To begin with, 
he is treated with more awe outside than in- 
side France, where he sat for 20 years at 
anterre. University sunk in “a sort of iner- 
Bia" and producing his mysterious books. 
e is neither a philosopher nor a sociolo- 
t: like Roland Barthes and Marshall Me- 
han, he is one of the few theorists of mod- 
in life. Rather than dealing with political or 
ial structures, which he considers irrele- 
nt now, he writes about advertising, con- 
umerism, speed, television, systems of ob- 
ts, and his crowning obsession: the 
sminreality or hyper-reality of the contempo- 
ry world, in which all is image, simulation, 













* 













erso; 129 pages; £12.95 and $24.95 
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German. His basic “impulses” 


visceral scorn of America. Mr 


consumerism and desire. 

America has always been Mr 
Baudrillard’s prime example and test case. 
Only now, however, is his book “Amer- 
ica "—a collection of random notes and 
thoughts made mostly while driving 
through the desert in California—being 
published in English. Mr Baudrillard said in 
an interview last year that he thought the 
book "too European" to be published in 
America, and felt Americans would not un- 
derstand it. He remembers giv- 
ing a symposium on simulation 
in Los Angeles, thinking it 
would be the ideal spot; but all 
the Americans walked out. 
"They understood none of it,” 
he said, with his usual charm- | 
ing indifference to the obscuri- 
ties of his subject, "because 
they were part of the simula- 
tion themselves,” 

Mr Baudrillard thinks of 
himself as a simple man. His 
parents were peasants from the 
Ardennes, and he himself al- 
most ended upasa professor of 


are a dislike of culture and a 
love of fast cars. And, it must 
be said, a love of complicated. 
words. | 

Most Frenchmen have a 








Closely observed modernity 















































Baudrillard’s reaction, dt appears, hue 
ambiguous. Although he calls it "the on 
remaining primitive society’, America’ 
also "the centre of the world”, and h 
about it ‘something of the dawning of t 
universe." He loves the gliding comfort of 
American cars, the emptiness of the dese 
and the skyscape in New York; this is th 
only country, he says, “that gives you the 
opportunity to be so brutally naive." M 
Baudrillard has said els ewhere that he would 
like to enjoy modernity, "but in a wor 
where it works, where objects proclaim t 
modernity and are proud of it." America 
does so. Europe does not, and 
Baudrillard came back sadly to the Alfa R 
meo in his Paris garage to find it "une cass 
role” by comparison. 

Mr Baudrillard is not a moralist. Face: 
face with lathered joggers on the beach 
California, he wonders kindly why 
should be trying so hard to kill themselv 
The sight of people eating alone in ^ 
York, or talking to themselves in the st 
does not awaken any social conscience 
him (that is démodé, after all), but proves: 
him once again how full of indifference th 
world is. The sight and sound of an emp 
motel in Porterville, with a television on i 
every room, convinces him once more that 
the screen is reality and all outside it unreal. 
“Tt is the screen that is laughing and havin 
a good time,” he writes. "You are e simply | é 
alone with your consternation.” - : 

At the end of the day, Mr Baudrillar 
(who is widely thought of as a pessimis 
seems unable to restrain his enthusiasm fo 
things modern, shiny, fast—and, indes 
American. Ás he puts it: 





We should not judge their crisis as we would 
judge our own, the crisis of the old Europe 
countries. Ours is a crisis of historical ideals fa 
 ingup to the impossibility of their realisation. 
Theirs is the crisis of an achieved utopia . . . In 
the present crísis of values, everyone ends up 








- T 


turning towards the culture which dared to 
forge right ahead and, by a theatrical 
masterstroke...create an ideal world from 
nothing. 
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The brows may be knitted in Porterville, but 
many will be the sighs of relief in Greenwich 
village; Mr Baudrillard does, after all, have 
something approving to say for the country 
of his keenest disciples. 





Iranian cinema 


- Wicked Clips 





two strange but well made films 

by young directors at this year's Lon- 

don Film Festival, Iran has made a re-entry 
of sorts into western culture. Since the 1979 
revolution, cinema has been increasingly im- 
portant there; the authorities have been 
quick to seize upon it as a means of control 
ling the unemployed and keeping the peo- 
ple's thoughts in line. More than 2m tickets 
are sold every day in Iran's cinemas, mostly 
to out-of-work young men, who then watch 
from l1 lam to 9pm, or until they are thrown 
out. State bodies compete to make their 
own films, ministries give out grants for 
them and state-owned banks make interest- 


- free loans available to producers. Iranians, 


by a large margin, now prefer to watch Ira- 
nian films. All that remains, it seems, is to 
impress the West. 

Iranian film-makers tend to study their 
art on the quiet: mostly Japanese and west- 
ern films, on banned videos. One of the two 
London films, "The Peddler"—a journey 
among the downtrodden in those bits of 
Iran’s cities that have survived the war with 


= Traq—was made by Mr Mohsen Makh- 
. malbaf, 


-= Makhmalbaf, who had never made films be- 


an Islamic theologian. Mr 
fore, exercised his privilege as a member of 
the ruling clergy to gain access to the over- 
flowing archives of the Board of Censor- 
ship, where he broadened his mind by 
studying hundreds of hours of "evil and de- 
generate" French and American films. 


Fooling the censor is a favourite tech- 


nique in both films. Thus a man and a 


woman are never shown alone, but always 
with a third person; if a man drinks, he must 
always suffer ill-effects or be advised by an- 


. other character not to do it. In both films, 


^. on 


too, the dialogue consists of short sentences. 
This both disarms the censor (who is chal- 
lenged to read anything into them) and 
saves time in the dubbing studios. Only six 
cameras in the whole of Iran are capable of 
recording sound at the time of shooting. 
Heavy symbolism—which the censors 
may not be able to interpret—is another 
trick. The second film, Dariush Farhang's 
“The Spell", makes extraordinary use of it. 
A young bride, who may represent the new 
Islamic Iran, is forced to marry a peasant 
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from an enemy clan instead of paying blood- 
money; they end up in a palace owned by a 
lonely aristocrat, a figure of Khomeini. The 
idea, and the many references to "drinking 
poison" —the Ayatollah Khomeini's euphe- 
mism for forced peace— suggest that the 
whole film is an allegory of the ceasefire with 
Iraq. 

"The Spell" may never receive permis- 
sion to be screened in Iran. Films must wait 
two years to get a slot in one of Iran's 200 
cinemas. Whether the film will be screened 
or not, it is still remarkable that a state body, 
the Farabi Cinema Foundation, should 
have sponsored such a venture by a private 
film-maker. 

Iran's economic crisis brought in many 
films from third-world countries, Japan and 
the Soviet block in exchange for oil. In 1983 
70% of filmgoers went to see foreign films; 
in 1985 63% of them were watching Iranian 
ones. This suggests that lran's own cine- 
matic universe is contracting. But it should 
be remembered that in 1985 7696 of those 
making their first films had never studied 
cinema; they had learnt by watching, and 
what they watched came in from the wicked 
world outside. 





Godot in New York 


Waiting for what? 


NEW YORK 


ITY Mr Mike Nichols. He wanted to 

stage a revival of Samuel Beckett's 
"Waiting for Godot” at Lincoln Centre in 
New York, vet now he finds himself in hot 
water. The public is annoyed because the 
production was sold out before it opened. 
Beckett devotees are troubled by the reading 
of the text. Oh ves, and the critics don’t like 
it much. What could have gone wrong? 

Quite a lot, actually. Mr Nichols cast 
Messrs Robin Williams and Steven Martin, 
who are comedians, as the tramps Estragon 
and Vladimir, an innocent enough idea on 
paper. Despite its subject of isolation and fu- 





Williams and Martin do their thing 
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ot” is in certain respects a bur. 
lesque (it is subtitled "a tragicomedy’’), so 
there was a degree of logic in enlisting co- 
medians. Besides, film and theatrical pro- 
ductions survive by luring audiences with 
"name" actors. Indeed, in "Oodot's" 1958 
American premiére Estragon was played by 
Bert Lahr, an actor inseparable in the minds 
of his audience from his role as the Cow- 
ardly Lion in "The Wizard of O2”. 

Today, however, celebrities have be 
come attractions in their own right. This 
spring, for example, the singer Madonna ap- 
peared in a new David Mamet play. lt is 
hard to be a member of the public and not 
feel a little exploited when that sort of thing 
goes on. Worse, it is hard for the piece itself 
to avoid being upstaged. 

Messrs Martin and Williams have 
clearly defined comic personae they carry 
into every venture. Mr Martin's is the 


cheery oaf, gleefully mistaking every ^ 


ation for genuine good fortune. Mr 
liams's is the stand-up comic as manic free 
associator, jumping from one loony train of 
thought to another, and relying heavily for 
his success on references to television and 
film. Besides simply upstaging the produc 
tion, then, there was the added danger that 
they would simply hijack their characters. 

How much of the real Beckett manage: 
to come through? The consensus is: not 
much. On some nights, members of the au 
dience have had their eyes fixed not on the 
stage but on something in their laps—a copy 
of the text. These are the diehards, the Beck 
ett aficionados for whom every word of the 
original is sacred. The trouble is, there is not 
one text but several, the result of variou: 
Beckett revisions over the years. Moreover 
the author is said to have given Mr Nichols: 
free hand in interpreting the play, and he 
has taken it. Mr Williams is allowed to ad lit 
one of his nightclub monologues, at one 
point invoking an old science-fiction telex 
sion show, at another the Oscar ceremoni 
And during an exchange of insults betweer 
Vladimir and Estragon one calls the other 4 
liberal, an explicitly topical reference to the 
recent election campaign. 

Mr Nichols wanted t 
make this an Americar 
“Godot”: to exchange the au 
thor's generalised setting (“A 
country road. A tree") fo 
something more specific. Thi. 
seems an odd desire, one not is 
the best interests of what i 
meant to be a "universal" play 
Here the audience gets i 
desert, its emptiness "relieved" 
by such touches as a rusty Ne 
vada licence plate. Still, ons 
should be thankful for smal 
mercies. Originally, Mr Nich 
ols had planned to set the ac 
tion outside Las Vegas. 
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1 University ot Warwick 
.LECTURESHIPS IN ECONOMICS 


; Applications are invited for four Lec- 
dureships in the Department of Eco- 
‘nomics. Candidates may have active 
‘research interests in any area of ap- 
‘plied or theoretical economics. One 
‘post is a permanent post, and three are 
















available tor up to three years; enqui- 
'ríes from established lecturers seeking 
a visiting appointment are. welcome. 
‘Salary on the Lecturer Grade A scale: 
0 260-£14,500 pa or the Lecturer 
eB Scale: £15,105-£19,310 pa. 


Further particulars and application 
forms from the Personnel Office, Uni- 
versity of Warwick, Coventry CV4 7AL 
40203 523627) quoting Ref No 16/2A/ 
88/43 (please mark clearly on enve- 


Jope). Closing date for applications De- 
icember 22 1988. 


AN EQUAL OPPORTUNITIES. 




























Agricultural 


_ the following areas; 


microcomputers. 





Economists 


The Agricultural Division of WS Atkins is engaged in a number of projects 
in Asia and North Africa, including Egypt. 
We require agricultural economists to undertake both long and short-term 
|,  assignmentsin large agricultural development planning, technical 
. . assistance and training. 


. — The positions will be of interest to candidates with a minimum of eight years' 
relevant experience which must include direct experience in one or more of - 


- the planning and development of integrated agricultural projects 
- irrigation planning and management at smallholder and estate levels 
-farm management surveys and planning, including the application of 


The long-term assignments will be for a minimum of one year and can be 
extended by agreement. We are able to offer single or married status 
inclusive of an attractive salary and free accommodation. 


Please write giving full career and salary details to Chris Hudson, 
WS Atkins Agriculture, Woodcote Grove, Ashley Road, Epsom, 
Surrey KT18 5BW, quoting ref: NED 1. 























EMPLOYER 


If you have at least 2 years’ solid 


experience, this is an excellent - 
opportunity to enhance your skills - 


and assume an important role with a 
leading multi-national company. 

Part of a close knit team, working 
in the Company's Treasury Department, 
you'll advise senior management of 


 M-eéconomic developments throughout 


Europe. This will involve preparing 
forecasts on exchange rates, moni- 
toring developments in the oil market, 
and producing reports on key econ- 
omic issues. : 
. To this end, you'll ideally be a 


graduate with a good honours degree, . 


have proven statistical ability and be 
able to show some knowledge of 


computing together with experience - 


probably gained in a research institute 
or government department. You'll 
also need to demonstrate that you've 
the confidence to assume early 
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according to experience and qualifica- EUROPE. 
tions — together with a comprehensive 
range of benefits, including holiday 8i MAJOR PRODUCT 
bonus, company car plan and reloca- DEVELOPMENT AND — . 
tion assistance where appropriate. eo 
_if you think you meet these require- AND CC, 


ments, send a full CV to Miss Lesley 
Hall at Ford Motor Co Ltd., Room 
< 1/578, Eagle Way, Warley, Brentwood, 
Essex CMI1I3 3BW. Alternatively 




















responsibility and the initiative to use 
that responsibility effectively. Similarly, 
good interpersonal skills and a 
knowledge of foreign languages will 
be invaluable. 

In return, you can look forward to 
a highly attractive salary — negotiable 





E WORLDWIDE SOMOS 


W 15 NATIONAL COMPANIES IN. 


E MULTI CURRENCY 
OPERATION. 


telephone Kate Barker on (0277) 
252193. 

. This vacancy is open to men and 
women regardless of ethnic origin in 
line with Ford's equal opportunities 


pend 


E HIGHLY CHALLENGING 
ENVIRONMENT. 

















` EURO-ASIA CENTRE 
CAMPUS INSEAD 





requires 


AN INDUSTRY 
J ANALYST 


| - To maintain statistics on investments and trade in the 
Pacific Asia region and on the European presence in 
. . the region. 
+ To identify key developments and undertake topical 
. studies, — 
© ~ Economics/business degree. 

 - Language : English, French, possibly German. 
- Knoweldge of Japanese appreciated. 


Salary 165.000 FF per year. 


Send a detailed C.V. including references and a photo to : 
"Industry Analyst Selection" at the EURO-ASIA CENTRE 
Bd de Constance - 77305 FONTAINEBLEAU Cedex 
FRANCE. 


LA TROBE UNIVERSITY 


Melbourne, Australia 


CHAIR IN ECONOMICS 


(Accounting and Business Economics) — 


Applications are invited for appointment to a Chair in Accounting and | 


Business Economics in the School of Economics. The Chair has become 
vacant on the appointment of Professor Robert H. Chenhall to a Chair at 
Monash University. 

There are five Chairs in the School of Economics; Macroeconomics 
Professor G. A. Withers), Microeconomics (Professor R. R. Maddock), 
Econometrics (Professor S. P. Burley), Economic History (Professor E. L. 
Jonés) and Accounting and Business Economics (Professor R. H. Chen- 


hall). The School has an enrolment of approximately 1,300 students of. 


whom 30 per cent are in the accounting subjects. Computers are integrated 

into the undergraduate and postgraduate programs. The School has 
ioneered the enrolment of full fee overseas students at La Trobe, with an 

initial intake in 1988, the majority of whom are in the accounting stream. 


The undergraduate program is designed so that students can complete their- 


degree requirements in accounting and economics or in other areas such as 
computing and accounting while, at the same time, meeting the accredita- 
tion requirements of the professional bodies. There is also a postgraduate 
diploma in accounting and economics studies. 

Applications are sought from qualified applicants with research interests in 
any branch of accounting, business economics or finance. The appointee 
would be expected to provide academic leadership in both teaching and 
research in accounting and allied disciplines, as well as to co-ordinate and 
develop existing programs in the School, oversee the future of accounting 
and business economics at La Trobe University, and maintain and develop 
links with the professional accounting bodies and the wider business 
community, 

The University reserves the right not to make an appointment or to make an 
appointment by invitation. i 

Salary: The salary for a professor is currently $A61,550. The School of 


Economics expects to be able to offer a loading, significantly above this” 


|. level, or equivalent, to attract the most suitable candidate. 

^ Further information can be obtained from the Manager, Staffing and 
Secretariat, La Trobe University (telephone: 61 3 479 2026). 

Applications should quote reference number 150-0-171 and include a 
curriculum vitae and the names and addresses of three referees. The 
. application, marked ‘In Confidence’, should be forwarded to the Manager, 
;: Staffing and Secretariat, La Trobe University, Bundoora, Victoria 3083, 
|. Australia, by 73 January 1989. Candidates in the UK should alse send a copy 
of their applications to the Appointments Officer, Association of Common- 
wealth Universities, 36 Gordon Square, London WC1H OPF, from whom 
further information is also available. | 


Equal Opportunity is University Policy 
106 | 





. G0 . Pere Lichau 




















































INTERNATIONAL ECONOMIC RELATIONS 
The School of International Service invites applications for a tenure-tract position in 
international economic relations at the rank of either Assistant or Associate - 
Professor beginning September 1989. Duties include research and teaching in the 
School's International Economic Policy Program, participation in curriculum and 
program development, student advising, and University service. Teaching areas 
include introductory and advanced sections of international political economy and an 
introductory survey of the US competitive position in the world. A dual background in 
both economics and political science as well as the capability to articulate how both 
disciplines interact to influence policy substance at the global level is required. 
Salary competitive, commensurate with experience and achievement. . 
Send letter of application, curriculum vitae, and names of three references by 1 
January, 1989 to: International Economic Relations Search Committee, School of 
An EEO/AA University encouraging applications from women and members of 











UNIVERSITY OF LONDON e 
ARTHUR ANDERSEN CHAIR OF ACCOUNTING 
 TENABLE AT THE LONDON SCHOOL OF a 





ECONOMICS AND POLITICAL SCIENCE 


The Senate invite applications for the above named Chair which was held by Professor B. V . 
Carsberg prior to his appointment as Director General of OFTEL. Applications are 
welcome from strong candidates with interest in any area of accounting or finance, though 
preference may be given to those with interests in financial accounting, finance or the 
interface between the two. The Department is strongly research orientated but would also 
consider applications from persons suitably qualified in research who are alsointerested in 
further developing the Department's connections with the accountancy profession or the 
City. 

"The appointment may carry with it modest research funds. The appointment is tenable from 
October 1989. ) 

Those wishing to discuss the appointment informally may contact Professor A. G. 
Hopwood or Professor M. Bromwich at the London School of Economics and Political 
Science, Houghton Street, London WC2A 2AE. Telephone number: 01-405 7686. 


. Applications (ten copies) should be submitted to the Teachers’ Section (ECON), 


University of London, Senate House, Malet Street, London WCIE 7HU, from whom 
further particulars should first be obtained. 


The closing date for receipt of applications is 6 January 1989. 





UNIVERSITY OF MUNICH 
FEDERAL REPUBLIC OF GERMANY 
In der Volkswirtschaftlichen Fakultaet ist 


1. ab sofort eine 


Professur (C 4) fuer Volkswirtschaftslehre, 

insbesondere Wirtschaftstheorie (Lehrstuhl) F 
zu besetzen. E 
Der Inhaber des Lehrstuhles hat zentrale Aufgaben im 
Grund- und Hauptstudium sowie in der Forschung wahrzu- 
nehmen. Es ist wuenschenswert, aber nicht Bedingung, dass 
der Bewerber auf dem Gebiet der Makrooekonomie 
ausgewiesen ist. | 
2. ist ferner zum SS 1990 zu besetzen eine 


Professur (C 4) fuer Volkswirtschaftslehre unter 

besonderer Beruecksichtigung der internationalen 

Wirtschaftsbeziehungen (Lehrstuhl). 
Einstellungsvoraussetzungen fuer beide Professorenstellen 
sind abgeschlossenes Hochschulstudium, paedagogische 
Eignung, Promotion und Habilitation. 
Bewerber duerfen das 52. Lebensjahr zum Zeitpunkt der 
Ernennung noch nicht vollendet haben; in dringenden 
Faellen koennen Ausnahmen zugelassen werden. 
Bewerbungen sind jeweils mit den ueblichen Unterlagen - 
(Lebenslaut, Zeugnisse, Urkunden, Schriftenverzeichnis) bis 
09.01.1989 beim. : | 


Dekanat der Volkswirtschafilichen Fakultaet, Ludwigstrasse 
28/Ill Rgb. Zi. 321, 8000 Muenchen 22 einzureichen. 
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= School of Social Sciences 
(ECONOMETRICS) 
ooking for an experienced Economist from an 
ground to teach amongst other things, 
iometrics to final degree level. Experience with PC 
are will be a considerable advantage. — 
Lecturer/Senior Lecturer. £10,314 ~ £19,854 pa inc. 
`.. Further particulars and application forms from the 
Staffing Officer. Thames Polytechnic, Wellington Street, 
` London SEI8 6PF, to be returned by 13 December 1983. 
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NUFFIELD COLLEGE, OXFORD 
NORMAN CHESTER 
-. SENIOR RESEARCH 
FELLOWSHIP 


T Applications are invited from 
men. and women holding aca- 
demic appointments in higher 
education for a Norman Ches- 












tenable for three months in 
1989-90. The Fellowship is to 
_ Support a period of concentrat- 
| ed work on a research project in 
Social. studies... Accommoda- 
"tion; some free meals and some 
< stipend. Particulars from the 
Wardens Secretary (Room 
_C5.NC), Nuffield College, Ox- 
ord OXI INF. Applications by 
| january 1989. 






i Uo ^ BLOOMSBURY 
o. ey HEALTH AUTHORITY 

< Health Economist 
Salary £16,359-£20,313 

.... induding London Weighting 
ixed Term two years 

it form a new and vital link 







jit, General Management and 








ilenge will be to ensure that in a 







t, strategic and operational re- 
urce allocation decisions will be 
ed by broader economic con- 
s than a finance-led ap- 
ffords. You will be account- 













lease quote: Ref R23. 
losing date: December 10, 1988. 
tking for Equal Opportunities. 





cational backg 


—. L'O: N.D:O:N ~ 
[HAEC Seeking to achieve equality of 


ter Senior Research Fellowship 















tween Service Evaluation, Clinical - 
Directorate of Finance. The key | 


plex and. revenue-losing Dis- 









The Cable and Wireless Group is a 
world leader in the competitive field of 
telecommunications, operating and 
maintaining a wide range of high- 
technology systems. Accurate 
economic and market forecasting is 
crucial in an industry which is 
continually changing in response to 
increased demand and new 
technological developments. 


The Forecasting Unit in Central London 
requires an executive to analyse and 
forecast demand for the Group's 
telecommunications services and to 
forecast the impact of economic, 
technical and other external factors on 
the Group's business activities. 
Responsibilities will also include 
examining pricing issues and making 
appropriate policy recommendations. 
In addition the executive will assist in 
developing the computer based 
systems used in forecasting. 





London Business School | 


ECONOMI 


The Centre for Economic Forecasting has a 
vacancy for an Economist at the Research 
Officer Level to contribute to our research 
activities in macromodelling. An interest in - 
applied econometrics is essential. Informal 
enquiries can be made to Professor David 
Currie or Dr. Sean Holly. 


C.V's should be sent to Professor David Currie, 
Centre for Economic Forecasting, London 
Business School, Sussex Place, Regent's Park, 
London NWI 4SA, U.K. 


FORECASTING 


Central London : up to £13,500pa 














ECUTIVE 





Candidates should possess a degree 
in Economics or a business related 
discipline with a significant 
quantitative/econometric content. 
ideally this should be backed up by 
working experience in a commercial 
environment. 


We are offering an attractive salary with 
benefits including BUPA, 22 days 
annual leave and subsidised restaurant 
facilities. | 


This is a fascinating challenge which 
offers considerable variety, the 
potential for overseas travel and 
excellent career prospects. 


Please send full details, quoting 
ref RO16/E and a daytime telephone 
number, to Recruitment Manager, 


Cable and Wireless pic., Mercury House, | | l 


Theobalds Road, London WC1X 8RX, 
or telephone: 01-548 9034 (24 hour 
answer phone) for an application form. 







A world leader in lelecommunications = 


10 



















































































V.A.G (United Kingdom) Limited is one 
of the UK's largest and most successful 
importers of passenger cars and 
commercial vehicles. With some 380 
dealers and an annual turnover of over 
£1bn, our name is associated with quality 
and innovation. Our Research and 
; Planning Department is an important 
-* element in our success, and the need to 
. keep ahead of trends in a highly 

competitive market means we now need 
another Business Economist to join our 
successful team based at Milton Keynes. 
Reporting to the Market Planning 
Manager, you'll be gathering information 
regarding the UK economy and analysing 
its effect on the automobile sector. You'll 


Limited's performance within the 

automobile industry, initiating research 

and creating market models to develop 

forecasts to enhance our sales and 

market penetration. 

| Additionally you'll monitor 

exchange rate trends and 
ger;erate regular reports 

' and economic reviews 








COLLEGE 











Richmond College is a small US liberal arts 
‘college with an international student 
population. it offers AA and BA degrees in: 







Telex 9611: 
81 3320. 


Volkswagen Audi i in Milton Keynes 


also be looking at V.A.G (United Kingdom) 


UNIVERSITY OF LONDON | 
WYE COLLEGE — | 


MICROCOMPUTERS 
FOR 
AGRICULTURAL 
DEVELOPMENT 


A hands-on course covering the 
major computer 
agriculture, inclu 
cessing; spreadsheets; database; 
project. management; 
quantitative analysis and linear 
| programming. 


Each participant has dedicated 
| access to an IBM PS/2 machine. 


Dates: This course is run twice in 
1989—June 11 to September 9; 
October 10 to December 16. 


Further information from Neil 
Spooner, Agricultural Economics, 
| Wye College, Ashford, Kent TN25 
SAH. Telephone 0233 812401. 
ANZEEC G. Fax 0233 


AM in | 
ing wordpro- | 





for management, V.A.G and Lonhro, 
dealers and factory personnel. 

You'll need to be highly motivated and 
flexible, able to work on your own | 
initiative and develop your investigative 
and reporting skills. An ability to. 
communicate ideas to people is also vital. 

We'll expect you to be a newly qualified 
economist, preferably with up to one 
year's practical postgraduate experience. 
A knowledge of personal computers is 
also desirable, although we'll give you full 
training on the sophisticated systems 
that we use if necessary. 

in addition to real scope to build your 
career with us, you can look forward to an 


-attractive salary, plus a generdus benefits 


package including subsidised car loan 
scheme, staff restaurant, 25 days' holiday, 
pension and life assurance schemes and 
subsidised BUPA. 

To apply, please write quoting 
reference DW 503 and enclosing a full CV 
to Denise Walker, Personnel Officer, 
V.A.G (United Kingdom) Limited, 
Yeomans Drive, Blakelands, 

Milton Keynes, Bucks MK14 5AN. 


MEI i SUR 


UNDERGRADUATE TE, GRADUATE. POST 


e@e@eeds 
The most comprehensive Handbook of 
Awards for Foreign Nationalis. Thousands of 
opportunities. ards from $1000 to 
$30,000. Price $23.95. For free details on 
contents of 1989-1990 edition, write to: 


| AMERICAN COLLEGIATE SERVICE — 
, P.0. Box 442008, Houston, Texas 77244, USA. 

















surveys; 


LEARN 
FRENCH 


The intensive way and in real immersion. 


Winter programme on 


ter, BP 176, Lisieux Dx Caden 
France. Tel: 31 31 22 01. $ 


State age, gosi level and time d J 








The Fellows are Bet to- | 
wards electing a successor | 
(male or female) to the Right 

Hon. Sir Zelman Cowen, 2 
retires on 31st July 1990. Any- 
one who wishes to be consid- 
ered or to suggest a name, is. 
| invited to write in confidence to. 
the Vice-Provost, Dr RAPJ. | 
Beddard, at Oriel College, Ox- | 
ford OX3 4EW, by Haas 
1 4th January | 989. 












APPOINTMENTS 





ENGINEERING DIRECTOR. For 
two-year-old Chartered Engineer wi 
20 years’ experience in the construc- 
tion industry, seeks a wider, more re- 
warding, and more international role. 
Willing and able to travel extensively. 
Part-time or consultancy work would be : 
considered. To discuss possibilities 
please reply to Box 3621, The Econo- 
mist Newspaper Ltd, 25 St James's 
Street, London SW1A 1HG. 





MANAGING DIRECTOR 


major US real estate 
finance company 


Retired after career in commercial prop- 

_ erty finance— debt, equity and hybrids, 
seeks new challenges and opportunities 
as advisor and/or director for foreign or 
domestic institutions. 

Write Box 88, The Economist, 10 
à iind Plaza, New York, NY 








ACCREDITED AMERICAN PhD. 
relocating. Individualised Programs 
Guidance. Consultant... Box 690056, 
San Antonio, TX 78269. 





LEARN TO SPEAK FRENCH BY 
TOTAL NATURAL IMMERSION - 
with French participants for 7 
intensive days in the DORDOGNE 
24490 LA ROCHE CHALAIS, France 
Tel53914428 — — 









nat acl Sea Policy Research 
1989-31 May 1990 
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di es, 


rmation on the most important areas of 
relations through concentrated courses 
ly renowned university professors and 
eading representatives of internation- 
policy institutions and international 


skills pertinent to international economie 
ipirical research, sophisticated informa- 
tion of economic policies and interna- 


mists holding a university degree who are 


'areer in international business, governmental 






For detailed information write to: 


ants | organisations, academic i institutions etc. 





Stefan Tangermann (Góttingen) 
Gerd Hansen (Kiel) 


Bruno S, Frey (Zürich) 
Laurent L. Jacque (Minnesota) 


! Institute of World Economics, Advanced Studies, 
iint ita Weg 120, D-2300 Kiel l, Germany. 





Speak French 


{or pt. Spanish, Arabic and others) 


like a diplomat! 


on Wo ae 
foreign la , = ey and 
^ personne i, that's who. You can learn the 
is on in Service Ir 











cT he basic French Course consists of a 
iet of audio cassettes and accompanying 

xt books: you simply follow the written 
d recorded instructions. With the FSi's 
ique learning method you set your 
“pace — testing yourself, correcting 
ors, and. reinforcing accurate respon- 
. Kt is; we believe, the best course 
ailable to teach you a comprehensive 
wiedge of French. 


1@ FSi' introductory Basic French 

—tomes-irn two parts, Part A provides an 

introduction to the simpler forms of the 

language and a basic vocabulary. Part B 
introduces more complex structures and 
additional vocabulary 

You may order one or both courses. 


- Unconditional Guarantee — — 




















st, most painiess way to learn 
aa ee 


y (011 937 1647. 


_USA (203) 453 9794 


TO ORDER, JUST CLIP THIS AD and 
mail it with your name and address 
and a cheque or money order. Or. 
charge it to your credit card (American 
Express, VISA, Access, Diners Club) by 
enclosing card number, expiration date, 


. and your signature, 


BASIC m Basic French, Part A. 12 cassettes (15 
hr}. 194-page text. £111.50 (or $175 US). | 
[| Basic French, Part B. 18 cassettes (25 
hr). 290-page text. £129.50 tor $195 US). 
Ali prices are inclusive. 
For shipment outside Europe, 
please include £10 (or $15 US) 
additional postage. 


Many other FS! language courses also 
available, Write to us for free catalogue. 


BULDICHE ORUM 


Audio-Forum, Suite 261 nh 
31 Kensington s 
Church Street, 
London W8 411. 


















UCLA " 
GRADUATE SCHOOL OF MANAGEMEN’ 


THE ADVANCED 


EXECUTIVE PROGRAM 
Competing in a Global Environment | 
Program Directors: William G. Ouchi and Jose de la Torre 
9-21 July 1989 on the UCLA campus 


The UCLA Graduate School of Management presents a two- 
week residential program for experienced senior executives. 
from around the globe who have responsibility for initiating: 
and ilies strategy for a major business unit. The 
program faculty possess international reputations, and a wealt 
of consulting and executive teaching experience in internation 
al business. 


The content will consist of three interrelated ssp. 
e Strategy: Assessing the global. competitive chal. 
lenge and achieving sustainable competitive advantage. | 


e Environment: Assessing the global business 


environment and its implications for strategy. 


e Organisation: + How to create a flexible organisa- 


tion consistent with strategic intent and environmental reality. 


For a brochure or further information, please contact: 
Dr Victor Tabbush, Associate Dean 
UCLA Graduate School of Management 
Los Angeles, California 90024 
Tel: (213) 825-2001 
Facsimile: (213) 206-8460 
















































THE EUROMONEY 
INSTITUTE OF 
FINANCE 

A practical four day 
residential training course 











MANAGEMENT 


Participants will be introduced to the latest techniques avallable 
for making the asset allocation decision, 
whether for domestic equity portfolios, global equity portfolios or 
any range of assets such as cash, bonds, index linked securities, 
property, equities, convertibles and warrants. The use of 
derivative products to alter the risk return profiles of portfolios will 
also be covered. 


GLOBAL ASSET ALLOCATION * PORTFOLIO PERFORMANCE MEASUREMENT 
QUANTITATIVE TECHNIQUES * NON EQUITY FUND MANAGEMENT | 
PORTFOLIO HEDGING STRATEGIES + PRACTICAL CASE STUDIES 


January 27th, 28th, 29th, 30th, Eynsham Hall, Oxford 


Hn Hn: VIS HH Pn can teni ars HUI Mal NAR ABA AI HN na ee iri MT iae Aie V AM Hi. AH. Pr mE NUR RNC MN. AA CA AUN. Ae HT in ula I LAS ade t e Me HAE at Pr Auri "wy I HU HH ORSAY a: eoo he 


















ADDRESS n 


For further details, send the completed coupon to: 

Euromoney Institute of Finance, 

Nestor House, Playhouse Yard, London ECAV 5EX. 
Tel: 236 3288 Tix: 881 4985 Fax: 329 4349 


EC 1. 





















The most renowned school for French: hin € 


INSTITUT DE FRANÇAIS 


Overlooking the Riviera's most beautiful bay 
MAKES LEARNING FRENCH 

A WONDERFUL AND UNIQUE EXPERIENCE 

For adults. 8.30am-5pm. 8 levels: Beginner | to Advanced I- 
LODGING IN PRIVATE APTS. AND 2 MEALS INCLUDED 

Next 2, 3 or 4-week immersion course starts S January, 6 February 1989 and all year. | 

French postal strike ending, still preferable to telephone or telex. | 

INSTITUT DE FRANCAIS — EL 26 | 

23 Av. Gén-Lederc, 06 VILLEFRANCHE/MER. T. 93 01 88 44. Tx. 970.9898. | 





























| THE HAWKSMERE MANAGEMENT DEVELOPMENT PROGRAMME 


IE 5-DAY MBA! 


Rods the high 
performance manager 








| 12-17 Feb 1989 + 25-30 June 1989 


Careys Manor Hotel, New Forest, Hampshire 


A ONE-WEEK INTENSIVE COURSE 
TO SHAPE FUTURE SENIOR 


UNIVERSITY DEGREE | 
For Life, Academic & Work Experience | 
Senne is Gok Jobe or artiste ids m JA 
Eam a BACHELOR'S apse [resur Degree sr | 





n ee ti seta ti MONIS E OG OOAD EO ipsia sail, 


AND TOP MANAGEMENT | 

For further information on this course please phone sot ne résumé on work Me and academic experience for a no | 
Ms JK van Wycks on: 01-824 8257 or write to: | 
Hawksmere Limited PACIF a WESTERN cadi d | 


12-18 Grosvenor Gardens, 
Belgravia, London SW1W O0DH 
Fax: 01-730 4293 Telex: 8956658 TPS G 


DETUR ee DAN sie ANETTA, cipis OAS SUNN Sines iD MAMMA + 


INGSTON - 


BUSINESS EDD 


OPEN LEARNING MBA | 
@ A Masters Degree in Business Administration (MBA) j| 
is the essential qualification to enhance your management 
skills and career potential. 
@ Kingston Business School, in partnership vitii BPP, 


have developed an Open Learning Programme from the 
successful and well established Kingston MBA. | 


WE MC OE bic Ne 


Spend a year 
in Holland and 
earn an MBA 


euneura 


: 


A umque MBA programme with a mix of strategy 
and operation. Starting September 11, 1989. 


DEUS ls RM OUNCE IEEE IS USED OPAC ERREUR ARIES Meo 
DRESDEN ENDOEUEKAEEOQUANQAON UR etl ya Ap Aa A WA NS EADS E IRALE AAAA AON nainn nman a EN OENUR UR EN IC gm NRE enna AA 





Two streams: @ This provides a balanced combination of structured | 
| | || individual study and intensive workshop/tuition modules. | 
Industrialisation and Accounting and Finance || It has been designed for managers whose time is a 
Management stream: stream: : chs eit ue ! 
| | valuable resource. 
~ industrial Policy ~ Advanced Accounting —— |] The programme offers you the opportunity to: 
i Sa dela ara alg | = ee da Finance Mo @ remain at work while you earn your master's degree 
~ Behavioural Science ~ Security Analysis and E: 
~ Management Information. Portfolio Theory 2 use your new skills i you acquire iut ] 
Systems improve your general management skills an 
| | t qualifications 
Miis or telex Ui ends ids i | fi @ focus your studies on business issues of particular 
or more ABA Departmen H relevance to you and your employer. 
information to: | Netherlands International d x y S loy 
institute for Management The first Open Learning MBA Programme started in 
eer | September 1988 and was oversubscribed. The next 
PO. Box 14 xogramme starts in March 1989, and thereafter at six 
2600 AC Delft, The Netherlands dudes E. 
. Telex 38323 RVB NL j 7 "nm Se 
Telefax 3115 566831 For further informaiton 












PROFIT MAKING FIRMS 
GO BUST? 


Th at's the type of issue you'll be tackling on INSEAD's FFE programme. 
signed for non-specialists, it will give you a general management 
lain the strategic importance of finance and 










r 


share ideas and problems with outstanding professors and executives 

rom many different industries and countries. 
Topics include: Financial reporting - Working capital analysis and 
management - Financial analysis of investment decisions - Corporate - ES 
strategy, financing and the value of the corporation : Foreign exchange THIRTY YEARS 
risk management - Financial evaluation of mergers and acquisitions. 


Ask for a brochure from: Michéle Baliteau, FFE Rm E, 
_. INSEAD 77305 Fontainebleau Cedex, France 
Tek + 33160 72 42 18. Telex: 690389 F Fax: + 33 1 60 72 42 42 


„from ma 





INTERNATIONAL 


MIDOW MUST SELL: New, modern 


lecor condominium, 3 bedroom, 2j * 


ath suite (king size), 2,082 sq. ft. (two 
iconies. overlooking golf course- 
m), exclusive Palm-Aire, Pompa- 
»0 Beach, Florida. $250,000 or equiva- 
ant hard currency. Write Box 3629, 
ne Economist Newspaper Ltd, 25 St 
jimes's Street, London SW1A 1HG. 





, tue de Montbrilant — CH-1202 GENEVA 
4t. 4 1540— Fax: 341220. Talex: be 22 030 - 


ew of finance. It will exp 
how that affects your job. 


FINANCE FOR EXECUTN 


m 12-24 March 1989 24 September ~ 6 October 1989 
The programme is strongly interactive. You get a unique chance to 


| 9 Culinar r Course: 2 year | 









HOME STUDY COURSE in economics. 
A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
free—small charge for materials. Write 
Henry George institute, 121. E 30th 
Street, New York, NY 10016, USA. 





Management 
Montreux Switzerland 
HOTEL MANAGEMENT, 
DIPLOMAS IN ENGLISH © 

6 Hotel Courses: 2, 3 year | 

Swiss and US Diploma. 

@ Tourism Course: 1 year 

Swiss and International | 
Diploma. M 











Swiss Diploma. | 
‘Intakes: | January, | 
| Details: HIM, Avenue des 
Alpes 15, CH-1820 Mon- 
treux, Switzerland. Tix 
453261 HIM. Phone 01041/ | 
21/9637404. Fax. 01041/ 
















SS (FFE) 2 weeks) - 








I. Templeton College 


Ar The Oxted Cente tor Management Stuckes 





























Strategic Advantage 


industry Analysis and Competitive Strategy 


20-24 February 1989 | 
December 1988 COURSE FULLY BOOKED 
Director: Dr John McGee 


Today's successful companies are the ones that have 
learned how to get their strategy right. They understand 
and build on their strengths, they know with whom they — 
wish to compete, they have effective mechanisms for 
establishing their priorities, and they know howto — 
implement strategy. They act to create strategic advantage. 















Competitive strategy is the focus of this Oxford 

programme. How is it formulated? What are the 
implications for line management? Will this bring about - 
sustainable competitive advantages for the business? — 


This seminar has been designed for general managers » 
and for directors of business development or corporate 
planning. A sharing of experience among participants will 
be an important feature. 


Price £1300 « VAT - residential 
Enquiries to Elaine Pullin, Programme Secretary 


Diag GXI SNY — l 












Institute of Irrigation Studies AM 
VUNZA 


International Conference on Irrigation: Theory & Practice, 13-15 
September 1989 at Southampton. This multi-disciplinary conference 
aims to merge the experience of researchers and practitioners in order 
. to identify the successes, limitations and obstacles to the application of 
current theory and to promote recent developments in irrigation. 


Further information: Ms C. F. Ward, Institute of Irrigation Studies, 
The University, Southampton SO9 5NH, UK. Telex: 47661; Fax 
0703 671778; Tel: 0703 559122. 






— UNIVERSITY OF SURREY 
SURREY ENERGY ECONOMICS CENTRE 
ANNOUNCES 


OUR 7th MAJOR INTERNATIONAL 
ENERGY ECONOMICS CONFERENCE 


PROSPECTS FOR BRITISH COAL 


20-21 April 1989 


Speakers: Panel: 
Professor Colin Robinson Professor Christopher Johnson 
Mr Michael Spicer, MP Mr John Chesshire 
Dr Kenneth Wigiey Mr Michael Parker 
Mr Allen Sykes Mr john Prescott, MP 


Professor Gerald Manners Dr Paul Stevens 


Dr Kim Howells 

Mr Crispian Hotson | 
Details from: Rachael Alexander, Continuing Education Office, University 
of Surrey, Guildford, Surrey GU2 5XH, England, UK. Telephone: Guildford 
0483 509373 or 571281 extension 2104; Telex: 859331; Fax: 0483 859331 


THE IRANIAN REVOLUTION 
TEN YEARS LATER 


Conference convened by 
The Royal Institute of International Affairs, London 
The Middle East institute, Washington, DC 
The SAIS, The Johns Hopkins University, Washington, DC 


19-20 January, 1989 
Chatham House, London 


Ten years after Ayatollah Khomeini returned to Iran, the 
iranian Revolution appears poised to undergo a profound 
change. The regime has begun to adopt new strategies in 
relation to domestic politics, the reconstruction of the econo- 
my and relations with foreign powers. This conference will 
evaluate Iran's revolution and assess the domestic political 
and economic scene, Iran's relationship with the superpowers 
and other issues. i | 


An eminent international group of experts will address the | 
conference including: Shaul Bakhash, Fred Halliday, Dilip - 
Hiro, Lila Zia Katouzian, Bager Mo'in, Vahe Petrossian, Brian 
Constant, Pauline Jackson, lan Skeet, Paul McDonald, Haleh 
Afshar, Anoushiravan Ehteshami, Nikola Schahgaldian, Shah- 
ram Chubin, Khalid bin Sayeed, Jim Bill, John Simpson, Patrick 
Bannerman. I 

The registration fee (including VAT): £230 for RIIA, MEI and 
SAIS members; £345 for non-members. For details, please 
contact the Iran Conference Organiser, The Royal Institute of 
International Affairs, Chatham House, 10 St James's Square, 
London SW1Y 4LE. Telephone: 01-930 2233; Fax: 01-839 


d ) 




































































THE UNIVERSITY OF THE SOUTH PACIFIC 
Suva, Fiji 


CO-ORDINATOR OF 
BUSINESS STUDIES 


{Post 88/81) 


plicants should have appropriate post-graduate qualifications, preferably in Business or 
anagement Studies. They will be expected to have significant teaching and research 
experience at an institution of higher education, where they will have been concerned with 
the implementation and development of undergraduate programmes in Business or 
Management Studies. In addition, professional or ae experience at a senior levei 
in industry or commerce would be particularly welcomes. 


The successful candidate’s main responsibility will be to co-ordinate and develop the 
University’s activities in Business Studies, in particular the undergraduate degree 
programme which was initiated in 1987. This degree programme mainly draws upon 
courses provided by the Department of Management and Administrative Studies, but also 
includes significant contributions trom the Departments of Accounting and Economics. At 
the present time, the Co-ordinator of Business Studies is not attached to one particular 
department, being responsible directly to the Head of School of Social and Economic 
Developrnent. However, the new co-ordinator is expected to be located in an appropriate 
department, such as Management and Public Administration, Accounting or Economics. 


The appointee will be expected to contribute to teaching and research in the area of 
Business Studies. Although no particular area of specialisation is required, the Universi 
would welcome applications from candidates with interests in small business mana 
ment and/or business policy, particularly in relation to developing countries. 


Salary will be in accordance with qualifications and experience in one of the following 
scales: Senior Lecturer; F$22,326-F$26,088 or Reader; F$29,266-F$31,733. in addition 
-the British Government may provide salary supplementation of: Senior Lecturer, £12,420 
for single and £14,352 for married appointees: Reader, £13,884 for single and £15,816 
for married appointees: plus travel expenses and baggage allowances and children's 
holiday visits and medical expenses. 
The University also provides gratuity amounting to 15% of basic salary, appointment 
allowance; partly furnished accommodation at a rental of 12.5% of salary; and a 
contribution of 10% of the basic salary towards an approved superannuation scheme. 
Appointment will be for a contract period of three years and may be renewable by mutual 
agreement. 


Further information may be obtained from The Assistant Registrar (Staffing). Telephone 
(679) 313900; Telex FJ2276; Fax (679) 301306. Candidates should send three copies of. 
their curriculum vitae with. full personal particulars, names and addresses of three 
referees and date of availability. In order to expedite the appointment procedure applicants - 
are advised to ask their referees to send confidential reports direct to the University 
without waiting to be contacted. Applications should be sent to the Registrar, The 
` University of the South Pacific, Suva, Fiji, to reach him no later than December 19, 1988. 
Applicants resident in the UK should aiso send a copy to the Appointments Officer, 
Association of Commonwealth Universities, 36 Gordon Square, London WC1H OPF. 





operty in Switzerland 

— sunbelt Lake Lugano 
Waterfront property in the romantic old village of Morcote - fiv 
miles from Lugano. Nine luxury flats and three townhouses with 
panoramic view of lake and mountains. 2-5 rooms, fully fitted kit- 
chens, modern bathrooms, large sunny terraces. Indoor parking, 
heated swimming pool amid subtropical vegetation. Private 
moorings. Price range from SFr 480,000. to SFr 940,000. Attrac- 
tive Swiss mortgages. Approved for sale to foreigners. 


aanle a Eos a Via Pocobelli 25: CH-6815 Melide - Luga: 
Emerald» Home Ltd 5.1. phone: 091-68 65 23 - FAX: 091-6873. 


Prime 













Cornish Manors 
CAPITAL GAINS TAX ROLL “R RELIEF 
ON HOLIDAY INV TMENT HOMES IN CORNWALL 


available thr 
Pools and ma 








RENT-FREE HOLIDAYS. Fihe helles 
for exchange in 25 countries. World- 


wide Home Exchange, 45 Hans Place, 
London SW1X 0JZ. 01-589 6055 . 






BACCHUS WINE STORAGE will save 


your wine investment. Free brochures. 
Call our wine consultant. 1-800-4 3B 
0062 or Houston 713/682-5708. on 








AUTHORS invited too 


manuscripts, all types (including po- 
ems), for book publication. Reasonable 
terms. Stockwell, Dept 75, lifracombe, 
Jevon, UK (Est 1898). 












"COMING TO PARIS? 
“Slay in a furnished flat. One to four rooms plus 
bathroom and kitchen. Weekly or monthly rates. 
Left Bank, Luxembourg and Montparnasse. No 


eere a 
hone Paris 43253509, or write PAA 
sing, 9 Rue des Ursulines, 75005 Paris. 





JVERSEAS POSITIONS. Hundreds of 
Op-paying positions. All occupations. 
"ree details. Overseas Employment 
services, Dept EC, PO Box 460, Town 
«€ Mt Royal, Quebec, Canada H3P 
sC7. 





SCIENCE CITY. Offices in central 
cambridge with Tei/Tix/Fax services, 
Hered as a UK base for scientific 
iompanies. Contact Box 3628, The 
economist Newspaper Ltd, 25 St 
sames's Street, London SW1A 1HG. 





:ANAMANIAN CORPORATIONS pro- 
“de complete confidentiality and zero 
ax liability. We offer company forma- 
on services on a fast, reliable and 
ompetitive basis. H. |. Darlington, 
"OB 1327, Panama 9a, Panama. Tel- 
x: 3121 KENKA PG, Tel: 23-0834 or 
8-4819 (evenings 23-6779). 

{inean 


















== Readers are 
_ recommended 

to make appropriate enquiries and 
take appropriate advice before send- 
ing any money, incurring any ex- 
-pense or entering into a binding 
commitment in relation to an adver- 
tisement. The Economist Newspaper - 
Limited shall not be liable to any 
_ person for loss or damage incurred 
mor suffered as a result of his/her 
CCepting or offering to accept an 
vilation contained in any advertise- 
nt published in The Economist. 












pecial Report No. 1154 


P ERSO NAL 


submit 






HANDWRITING ANALYSIS 


Suspect Documents: Examiner of Forged/ 

Anonymous writing. 

Also Personnel/Character Assessment. 
P. Laveli 

9 Village Close, London NW3 5AH. 

Tel: 01-794 6060. 


rr LEHR NAS tended ated fet 


| CURRENCY - 
| FORECASTING: 
Staying | 
ahead of the game | 


Currency Confidential is a weekly 
forecasting service for dealers, investors. | 
and business people. It shows vou how vou 
and your company can make a great deal of 
money out of currency fluctuations. and 
fnovements in inlerest rates. 

Every week vou will get an overall survey 
of all the major currencies - where they are 
; and where they are heading: explicit 
| foreign exchange rate and interest rate 
| forecasts as well as explicit investment 
advice, 


Apply now for free sample copy to: 
Room B, Eurestudy Publishing 
Company Ltd, Ludgate House, 107 Fleet 
Street, London, EC4A 2AB, England, 












DIPLOMAT HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 01-235 1544 
Telex: 926679 DIPLM TG 
Fax: 01-235 1544 
In Exclusive Belgravia, within walk- 
ing distance of Harrods. Provides 


unsurpassed opportunity for super 
accommodation and full English 
breakfast at exceptional value. 


Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 
Extra single: £19.95 + VAT 


EXECUTIVE 
HOTEL 


57 Pont Street 
Knightsbri 
London SW1X OBD 
Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 


Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 
Extra Single: £19.95 + VAT 

Elegance, privacy and exceptional 
| value in one of the world's most 
fashionable neighbourhoods. Buffet 
style English breakfast included. | 















MBA: The Best Business Tool? 


. Are MBAs valuable or overpaid, academic, job hoppers? Designed to help 
. Managers determine the bottom-line value of employing them, this report 
- assesses what MBAs can (and cannot) offer companies. it takes a hard 
: look at 46 European business schools, provides guidelines for choosing 
-the right MBA programme, and gives alternatives 


i t0 employing MBAs 
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| if you worked “in-Kingdom" between 
| arefund of your GOSI contribution. In 
| have made the contribution on your 


| and KSA can obtain your refund. We 
| require details of your GOSI number | 


| Please write in the first instance to 























London 


South Kensington 


Luxury full T ned 2 bed. 2 bath flats in 

quiet cul-de-sac off Queens Gate. Newly 

converted and modernised with direct dial 

telephones, electric lR, video security and 
colour TV. 


Full details: Paulina 
Tet: 01-902 8151. Telex 893095 
Sunsac Fax 01-800 1353. 
Short or jong lets. 


LONDON? 

. Forget hotels | | 
| Self catering apartments, fully 
serviced, T V. telephone, telex, | 
fax, short c or lona renta. 


booking se service | 


tel: 01-835 1144 


for colour brochure and prices 
Telex: 918595. Fax: 01-373 9693 
SERVICED 
APARTMENTS LTD 
26/27, Collingham Gardens 
London SW5 | OHN 


CREATIVE 
SOLUTIONS 


| For unusual and difficult com- 
| puting problems. We investi- 
| gate, design and do it. 


MCSL Consultants 
(UR) 9721 60295 


SAUDI ARABIA 





1973 and 1987, you may be entitled to 
many instances, your employer will 
behalf. Our liaison offices in the UK | 


and dates of employm 





H&S Associates 
9-9a Regent Street 
Clifton 
Bristoli BSB 4HW 
Tel: 0272 238368 
Fax: 0272 733666 


House, 150 Regent Street 


- 








COMMUNICATION CONSULTANTS 


Revolutionise the way you control your business and your - 
chents. We help you turn your existing hardware into 
communication and information supercentres. Our services 
include Worldwide PC Computer Networking, financial 
systems, executive and expatriate communications, database 
encoding, microfilm and fiche systems, and full support 
software. All enquiries welcome. Interested or confused? 
Give us a call without delay, after all it’s your money you're 
wasting. You will be surprised at what you never knew! __ 
David Banks or Paul Hughes on London 01-734 5351, Fax: 
734 4166, Telex: 261426 (Adfone G). Suite 500, Chesham 
London WIR 5FA. : 



























| 66 Draycott Pace. Fondon Sit : 
Lusury Seruced Suites 
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| | Kenyaisa county that wilexcle your every - 4 
sense with its beauty. adek — 
culture. To obtain a Copy of eur brochure ` 
please contact us at 
SOMAK TRAVEL LIMITED 
|]. 545 High Road, Wembley, Middlesex HAU20, FP 
1162301-903 8166 Kal ie 
~~" 01903 6963 (2¢ hours) ous 


SOMAK 


OFFSHORE 
COMPANIES 









TEL: 1 800 2834444 ( 
PHONING 


78; 0000 200 (Tot DE ae) 
FAX 0624 815548 


LL FREE IF - 
USA). 





























THEY HAD THE MOTIVE AND THE MEANS. 
NOW WE HAVE THE EVIDENCE. .... 





of American 
Publishers 
1-203-966-5470 
Worldwide 


1-203 966-4329 
1-800- 255-2665 


Toll Free U.S. 

At current exchange rates books of 

American publishers will probably 

r 6cost you less. Call for information. 

\y BOOK CALL is at har personal book- 
store at the end of the phone. Our 

\ experienced booksellers will help you 

B with ali of your special needs. 


RN, € Charge to Amex, MasterCard, Visa 
or send Stateside check 
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Occupational cancer: Prevention 
and control 


end revised edition 


This new edition has been completely revised and 
brought up-to-date with the advancing knowledge 
and evaluation of risks of carcinogens over the past 
decade. !t gives advice on prevention and health 
surveillance, as well as up-to-date lists of carcinogen- 

ic substances, agents and industrial processes. It. 
also provides guidance to those responsible. og 
implementing protective and preventive measure: 
against occupational Cancer. 

ISBN 92-2-106454-9 — £7.70; U5$12.25; SF17.50 


Nightwork: Its effect on the 


health and welfare of the worker 
by J. Carpentier and P. Cazamian 


"This small book is another of the well-compiled 
reviews by ILO experts. A wide-ranging introduction 
which sets the research findings in a historical and 
industrial context. The material is commendably up- 
to-date . . . auseful text and should interest ergono- 
mists, production engineers and managers, and 
industrial medical personnel for its coverage of a 
problem area which is becoming more important 
every day" (Applied Economics, Guildford, United 
Kingdom). | 

ISBN 92-2-101676-5 — £7.70; US812.25; SF17.50 


Access and Visa cards accepted i in the UK, 


INTERNATIONAL LABOUR OFFICE 


Eu Sa — . 

iondoa. ; G Pulstications 
Tob GT ZR 401. UH enera 27 
TIBO New York Ave, NW. —- fwitzertand 


Suite 330 Telex: 22.271 BIT OH 
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PUT, DEMAND AND JOBS Britain' S GNP rose by 1.4% in the third quarter; the year-on-year 

growth rate slowed to 5.096 from 5.796 the previous quarter. Britain's jobless rate fell to 7.796 in 
. October. It was 9.1% at the beginning of 1988, but the decline is slightly exaggerated by a change 
. in the definition of unemployment. Switzerland’s jobless rate was 0.6% in October, Spain's 18.996 
. in September. Retail sales in Spain grew 16.2%, and in Canada 3.7%, in the year to September. 
~ Over the same period Holland's industrial output rose by 5.8%. 








a % change at annual rate 

industrial production GNP/GDP retail sales [volume] unemployment % rate 

3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
; Australia — 4107 + 4 80 mw +31 +22@ -59 #+09a 469m 82 
 Belgum +10 +26 w ^ na  — na 424 434 wi lil o — 124 
Canada * 31 4 5! aq +39  - 49m 447 +437 se 79 o BÀ 
. France —— +133 +54 A +24 +95 @ +42 4839 4 102 sm 105 
 W,Germany + &1 — € 36 s; — - 07 +340 425 +80 se 86 o 90 
"Holland — 4236 — t 58 se —— 35 +27% — $5 + 08 sng 13.9 on — 140 
ital + 69 +36 + 9 + 1.6 mi 16.5 oa” 14.3 





tValue i index deflated by CPI. 
dt PRICES AND WAGES New data this week on consumer prices for a clutch of countries in the table: 
-in the year to October prices increased by 4.2% in America; 6.4% in Britain; 3.0% in France; 4.2% 
~in Canada; and 5.9% in Sweden. Consumer-price inflation has been rising in all of these countries 
-during 1988. West Germany's wholesale prices rose by 1.5%, and Switzerland's 3.2%, in the year 
to October. Average earnings in Britain grew by 9. 3% in the year to September. 
E change. at annual rate 















consumer prices“ wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
Australia + 78 + 7.3 aw +39 £#$%+7.5 x + 3.4 O63 May* 
“Belgium + 26 ` * 13 o 4 20 + 02 wu + 60 — 02 «* 
Canada + 39 + 42 oa +33 + 35 se + L5 + 5.0 Ag" 
France +36 +30 of + 3.2 + 35 @ + 33 + 33 ap” 
W. Germany | + 04 + 13 0« + 20 + 1.5 oa + 16 + 3.4 Sep 
Holland +24 +07 wm +52 + 22 sep 10 +08 sep | 
“Italy + $3 + 4.6 oct + 48 + 50 ag * 99 + 62 wu" 
-Japan +07 + 0.6 s +20  — 15 o - 21 OBI 
Spain — — +10.9 + &2 o LE 37 + 33 sep + 74 + 7.0 sep 
Sweden + 56 4590 +79 + 69 sep + 94 + 7.7 ag? 
Switzerland + 13 + 17 04 + 37 + 32 Oct — 32 tales 
, +81 + 6.4 oa + 4.6 + 47 oc + 87 + 93 sep 
ot BB + 42 of — + 5.7 + 29 o + 35 + 3.8 pa 
ouch wage rates in manutacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; m Canada, Sweden and USA, hourly 
;eamings, UK, monthly earnings for all employees. 





! INDUSTRIAL OUTPUT Canada's industri- 
| -production has increased by 25% since 
980. Canadian output is the most volatile 
hown in the chart; it is 44% above its end- 

982 trough. Production in Spain and Swe- 
siden is over 15% higher than in 1980 and 
nearly 2096 higher than the 1982 trough. 
Wiss output has grown by 1096 since 1980, 
sand 20% since the end of 1982. Changing 
žhe base year to 1982 would bring Switzer- 
Band neck-and-neck with Spain and Sweden. 
Australian and Belgian output have both 
risen by less than 10% in seven years. 
Whese two laggards have experienced only a 

ird of Canada's average rate of growth 
ssince 1980. Their relative performance since 
982 is even worse. But Australia's produc- 
on actually peaked in 1986; it has fallen by 
926 since then. 
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= COMMODITY PRICE INDEX 
tee The rising market in plati- 
~~ num has been fuelled by. 
demand from two sources: the growing use. 
of catalytic converters in cars in Europe and - 
a Japanese passion for platinum jewellery. - 
Japan will import a record 1.88m ounces of 
platinum this year—1496 more than in 1987. 
in Japan about 6096 of the platinum is used 
for jewellery, making it the second-largest. 
world outlet behind car catalysts. There has 
also been strong Japanese demand for bars 
and coins. With little change forecast in the 
level of platinum supplies in 1988, Johnson 
Matthey is expecting stocks to fall by a 
record 465,000 ounces. 
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Crude oil North Sea Brent 
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WORLD BOURSES The dollar’ S fall eed the Tokyo ena to rise by 2. 1% 0 on the week, 
reaching a record high. Wall Street dithered over prospects for the American economy. Zurich fell 
by 1.1% following Nestlé’s decision to allow non-Swiss to buy its registered shares. 


m THIRD-WORLD DEBT Prices. in ‘the sec- | 
ondary market for loans to poor countries 
tend to move only one way—down. Their 


latest fall was sparked by news that Irving | Stock price indices | % Change on 
Trust, a New York bank, plans to sell its Nov22 1. 1.198 — — one one record 34/12/87 | 
entire $500m portfolio of third-world loans; high low week year high in local in$ 


currency. terms 


by heavy year-end selling by Canadian 
banks; and by hints that Brazil may suspend 
its debt-swap programme. The price of 
Brazilian debt, which usually dominates 
| trading in the secondary market, has fallen 
from 76% of its face value to 39% during 
the past year. The price of Argentine debt 
| has fallen the most; it is now worth 18%, 
| less than a third of its value a year ago. 
| Argentina is five months overdue on its 

. interest payments. Loans to lvory Coast have 
- dropped in price almost as much, from 77% 
Of face value to 27% over the past 12 
. months. Banks fear the weak cocoa price 
will force the country to default. 
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MONEY AND INTEREST RATES American interest rates tightened over the week; three-month 
rates rose slightly to 8.79% and long-bond yields edged above 9%. America's narrow money 
supply grew by 3.6% in the year to September. Spanish short-term rates fell to 12.496. 


Money supply interest rates % p.a. (Tuesday, except bonds which are previous Friday) 


% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow — Broadi Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3 months si al 3 months 
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Other key rates in London 3-mth Treasury Bills 11.6%, 7-day Interbank 11.8, clearing banks’ 7-day notice 3.896. oe 
rates ee 3 mths 9.1, 6 mths ss ed 





















TRADE, EXCHANGE RATES AND RESERVES The dollar has been shaky because of uncertainty about Mr Bush's economic c: policies: in trade- 
weighted terms it fell by 1.796 on the week. The yen rose by 0.9% in trade-weighted terms and by 1.7% against the dollar. The D-mark and sterling 
had a quiet week. Canada's visible-trade surplus was $7.8 billion ín the year to September; this, and Mr Mulroney's election victory, pushed the 
Canadian currency up 2.4% against the American dollar and up 2.5% in trade-weighted terms. 


trade balancet current- trade-weightedt+ currency units per $ currency units foreign reservest+ 
$bn account exchange rate — $bn 
latest latest 12 balance $bn | 
month months latest 12 mths latest year ago latest year ago perE — perSDR per ecu Sep year ago. 
Australia + 004 se — 03 — — 92 s 0647 522 116 ^ 146 ^ 212 ^ 159 139 ^ 0 129 104 — 
Beigium = 007 wa ni + 36 99.3 1013 36.1 35,3 66.1 49.5 43.4 8.6 86 
Canada + 054 se + 78 — 78m 835 77.2 1.20 131 220 165 1.44 13.9 67 — 
France 4006 se  — 44  — - 30m | $96 723 _ 588 5.72 108 8.08 708 293** — 318 — 
W. Germany + 545 se +720 + 477 Sep 1468 1507 1.72 169 3.15 2.36 2.07 58.0. 635 — 
Holland + 0.15 km + 20 + 3.8 0 135.0 138.6 1.94 1.90 3.56 2.66 2.34 14.6 14.2 
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Spain “= 190 0 = 187: — 19 s» 516 518 113 114 . 208 156 - 136 339 255 
Sweden + 048 sp + 39 © ~ 16m 681 68.4 602 608 no 7828 723 84 80 
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AhlanWasahlan 
Wholeheartedly. 













A hlan Wasahlan. It means more than just a welcome. 
At Saudia, it's the natural expression of hospitality and care in the 
way we serve you. 

Fly Saudia and enjoy our unique 'Ahlan Wasahlan' in the air and on 
the ground. 
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DELHI: APT TRADING BV. 





MADRID: APT ESPAÑA S.A. 


MALMESBURY : AT&T NETWORK SYSTEMS UK LTD 


MILAN: APT ITALIA SpA. 


ZURICH: APT SCH 


: APT BELGIUM NV SA 





JAKARTA: AT&T NETWORK SYSTEMS INTERNATIONAL 


HILVERSUM: APT NEDERLAND BV. 


Bridging the gap. 
However you turn it, 
communication implies 
completing the circle. 
Helping people, hardware 
and information work 
together. Bridging the gap 
by providing the vital link. 
The vital link of leading 
edge technology from 
AT&T Bell Laboratories, 
inventor of the transistor, 
the laser and the solar cell. 
An organization with 
30,000 patents and seven 
Nobel prizewinners to its 
name. Now development 
laboratories and 
manufacturing plants in six 
European centres bring this 
knowledge to new 
customers. Helping AT&T 
Network Systems 
International provide total 
network systems that meet 
the needs of people in 
tomorrow's Europe, the 
Middle and Far East, North 
Africa and the Americas. 
AT&T NETWORK SYSTEMS 
INTERNATIONAL BV, 

P.O. BOX 1168, 

1200 BD Hilversum, 

The Netherlands. 
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Denise 
ELEGANT 
TIMELESS 


DISCRETE 
CLASSIC. 
INIQUE 
MODERN 








The new classic Delirium! in 18-carat gold for ladies and men. A mere two point nine-five milli- 
meters thin. Water-resistant. Complemented by a fine crocodile strap. Available only at specially 


authorized jewellers, of course. 


CONCORD WATCH COMPANY, S.A. 2501 BIENNE, SWITZERLAND 
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“With IBM, we work together — 


move together.” 


Dr. Chaiyut Pilun-Owad President, Union Asia Finance Limited. Bangkok, Thailand 
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r. Chaivut Pilun-Owad doesn't care what 


appened | yesterday. Even what's happening * In this kind of bus T i da 








ow is old news. He's concerned with what's t 
gomg on tomorrow, next week, next vear. Dr. seconds mean a lot. ko 
:haiv it is president of Union Asia Finan e IBM E EE 
( 1 I of U é ce S tem IS. "VUL "n. 

Limited, a finance 2 securities-trading — Y ; 





allowed customers a direct link to UAF’s . 
system, making it the first securities comp an 
in Thailand to offer customers on- -line, 
automatie stock-order processing. 





vow, UAF advises customers with sophisticated | 
computer analyses based on up-to-the-second — s 
information. Computerised aecess to the stock : 
market means customers never miss an | 
opportunity to buy or sell. UAF has doubled 
daily transaction volume, and plans to 
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: “We rely on IBM to 


«gall t to leak for new wa vot RITE 


information, and he encourages his computer umpr ove the quality of A 
company to find new ways of providing it. | ' Pon oni 
: hat's Sw way eu b di E dnd Ur m Our wor k and make ee 

| di 
staff more productive. 

























increase its customer base by linking its 
services to worldwide computerised stock- 
trading networks. Again, UAF is penne 
ahead — IBM is providing support and 
technology to keep it moving. 








floor I IBM ee et redu w hich 









CHAMPAGNE 
AND 
APLOMB. 


Our new intercontinental busines 
class, Club World, is dedicated t 
those of you who prefer to eat fron 
Royal Doulton china; to drink fin 
champagne served with true Britis! 
aplomb; and to recharge your bat 


teries in an ideal environment. 
> 
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BRITISH AIRWAY 
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The worlds favourite airline. A 
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| Bush emerges smoothly 
Senate Democrats pick Mitchell 
Robert Byrd keeps his clout 
|. 33. State secrets and the lran-contra trial 
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<34: Chicago's mayoral race 
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The d she had to male to 
lead Pakistan, page 25. 














Feldstein’s dollar 
Intervention can delay the 
American currency's fall, but - 
can t stop it, argues Martin 

| Feldstein, pages 21-24. 

















Work and prayer 
How odd the Japanese are abou 
both, pages 26 and 24. ca 


Gold’s new world 
Cheap American ore hits 
|| Africa's deep mi 

















































Hongkong jitters — 


hat "some of the territory's big- 
gest businesses are putting more 
eggs in overseas baskets" —by 


contrary, | suggest that what is 
markable is that the territory's 


investment inside Hong- 
kong rather than abroad. 

It is particularly surprising 
that you cite in this context Mr 
Li Ka-shing, whose family of 


Whampoa forms part) i is one of 
the largest groups in Hongkong. 


Britain, and also in China. This, 


scel pipi de 
K$25 bilion n ome $ i 2 bil- 


iticise the’ Sino-British agree- 
nent on Hongkong mea reflect 


co OHBe ge 
Economis t 


SiR— think that you E 
: your article 
on Hongkong (November 5th) 


mplication because of political. 
worries about the future. On the 


iggest businesses are making. 
ch a large percentage of their. 


companies (of which Hutchison 


Mr Li has invested abroad. in 
Canada, the United States and 


however, is not as the result of ; 


'the next four-fve years. Most. 
of these investments are in did i] 


the agreement had not been 


reached. Surely the agreement 
gives Hongkong a real. opportu- 
nity to transform itself into the 
financial and commercial centre 
of a fifth of the world's 
population! 
LORD DERWENT 
Managing Director 


London Hutchison Whampoa 





Sr—The root of Hongkong's 
concerns lies squarely with the 
irresponsibie manner in which 
the British government covered 
its talks with China in a shroud 
of secrecy until it was too late. | 
consider it a remarkable travesty 
of justice when a supposedly 
democratic government con- 


ducts negotiations, and proceeds 


to sign a declaration without a 
mandate, handing over 3m Brit- 
ish nationals to the foreign 
country from which the majority 
have fled. The same government 


. spent millions of pounds in 


armed conflict over the Falk- 
lands in an honourable effort to 
save the liberty of a few thou- 


sand people. 
Oxford T.A. EBRAHIM 





The next Raj 


Si—In “The meaning of the 
word Raj" (November 12th) you 


correctly identify India's long- 
term imperial ambitions in the 
subcontinent and the surround- 


ing region. The Nehru family 
has always believed that it has a 
tryst with the Hindu destiny, 
which lies in icine India 


peneeeecesoemseeaesnenteasereneeses 
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countries dene India have 
their foreign policies dictated by 
Delhi: : | 

We in Pakistan have always 
believed that India seeks hege- 
mony in the subcontinent. Why 
does it build such a huge navy or 
spend so much on defence? It is 
ludicrous to expect that Pakistan 
will attack India. 

What we are witnessing is the 
creation of a power-hungry ab- 
erration. Very soon India will 
demand its own sphere of influ- 
ence. If the West and Moscow 
think that the story will end 
there, they are being naive. How 
will this new factor integrate into 
the Hindu-Muslim rivalry? What 
will be the impact of this new 
presence in the global balance of 
power! What is the Chinese re- 
action going to be? 

India’s quarantining of Sri 
Lanka is a return to gunboat di- 
plomacy of the imperial era. Pa- 
kistan (Bangladesh), Sri Lanka, 
Nepal and now the Maldives 
have seen the nature of India. 
Let us hope that the world wakes 
up to the threat of “brown 
imperialism.” 

Peshawar, 


Pakistan AHMED ALI 





Grand designs 


SiR—1 agree with your view (No- 


vember 19th) that the main issue 
of America's European policy is 
defence, particularly the need 
for the Europeans to pay more 
towards the costs of NATO. Mrs 
Thatcher must have been aware 


of this during her recent discus- 


sions with Mr Bush, when she 
tried to steer the conversation 
away from this painful subject. It 
is always easier to discuss gen- 


 eralities or make facile recom- 
mendations on the Palestinian 


problem. 

Mrs Thatcher seemed bliss- 
fully unaware of the contradic- 
tion between Mr Gorbachev’s 


- state visit to Britain and Ameri- 


ca's'insistence on a higher Euro- 
pean contribution towards 
defence. | 
= Where will Britain and its Eu- 
ropean allies find the additional 
money required? Presumably 
from the taxpayer. But even Mrs 
Thatcher's. ritual. incantations 
about the continuing need to 
keep our powder. dry will not 
persuade the public that fu 
fiscal sacrifices are necessary. 
If Mr Gorbachev and his tea 





xd last week in ‘December and the first week in Janay oe sonoris : 
ble mail mes Printers Sdn, Bhd, ledge de rona bo apore 2. 


ther 


even he Queen i is = expected to 
visit them; if they are to be 
“trusted implicitly"; if we can do 





-business with them; and if any- 


one from Sir Geoffrey Howe 

downwards wishes the Soviet 
first secretary every success with | 
his over-publicised reforms, why 

on earth should anyone expect 

us to worry about NATO's needs? 

Mrs Thatcher cannot have it 

both ways. 


London LIONEL BLOCH 








For the birds 


Sm Your view that the envi- 


ronment has long been given 
priority in North Korea must be 
taken with a pinch of ginseng 
when it comes to bird life (“Bix 
lovers of North Korea", Nov 
ber 19th). According to a North” 
Korean magazine, Korea, there is 
at least one taxidermy factory— 
in Puryong—employing ` “sev- 
eral" hunters and producing 

"thousands" of bird specimens 
of more than 60 species for ex- 
port every year. ; 

One hopes the 12 new visitors 
(and others) flying into North 
Korean airspace from Australia 
to the Arctic have made the 
right choice and are not ending 
up shot and stuffed. 
Solihull, 

West Midlands 






C. MOREBY 
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SIR— Will the makers of Monop-: 
oly please allow the building of 
houses on the electricity and 
ter-works properties? 

Langport, WEN 
Somerset M. BUCHANAN 














Special Report No. 1147 
THE CARIBBEAN 
CLOTHING INDUSTRY 
The US and Far East Connections 


The Caribbean has become a major 
source of clothing——aimed mainly at the 
US market and, increasingly, at 
Western Europe. US clothing firms have 
established plants there to enable them 
to compete with Far Eastern imports to 
the US. Now, Far Eastern producers are 
. setting up in the Caribbean themselves. 
This report analyses future policy loues a 
and trading prospects in the region. - 2 
Price including postage: UK & Europe £245; po 
North America US$485; Rest of World. £248. i 


| The Economist intelligence Unit 
Markaiing Dek Dept a ien Ver Park Avenue South 


, NY 10003 
l London on Wi IOW, U USA 
- Tek 04-493. em X ew 460 0600 
























: Meridien International Bank Ltd is part of the ITM international 
: group of companies whose operations are primarily located in the 
continent of Africa. The Bank has been set up, inter alia, to 
velop a commercial banking network and due to the rapid 
xpansion of its activities in this area. It is now seeking the 
ollowing additional staff for its commercial banking units in 
‘Several African. Countries: — 










T @ Thea mu. practise 'hands-on' management. 
| . A results orientated approach 
© Strong asset and liability control skills 


E . The ability to develop teamwork in a fast growing 
] . environment 


: : e A degree or professional qualification. 


a Applicants i in the age group 35-45 will be preferred though 

| candidates outside these parameters who have the energy and 
| flexibility to perform in a demanding environment will be 

|. considered. 

|. Please reply enclosing a full CV and the names of three 

| referees to the Managing Director, P. H. Recruitment Ltd, 3 
L Shortlands, Hammersmith, London W6 BAL. 
















ASSISTS — 








3 To INCREASE PERSONAL EFFECTIV ENESS 


ENTERPRISE AND ENJOYMENT - 











Sa d 

To begin the confidential process. 
book an exploratory meeting with - 
Peter Gardiner-Hill or Peter Ales shia 
Even the coffee is excellent! —— 





London WIR 9AJ pERSONAL 
01-4935239 — CONSULTANTS 











"industrial lending. Loan approvals i in 1987 j f im 





| as giving technical advice on husbandry Tecnigas 





| FINANCIAVECONOMICS SPECIALISTS with a uni- 


versity degree in finance, economics or similar and - 


| Eeveopment or commercial banking and familiarity - 










2 Agriculture Bank of an New Guinea invite : 

plications for various two (2) vacancies in its head. 

, Waigani and regional office: | 

The Agricullure Bank of Papua New Gürsa is E 

development bank under the National Government 

of Papua New Guinea with a head office, 4 regionc 

offices, 10 branch offices and 21 represent 
offices of which 5 will be opened in 1989. Theb 


involved in agricultural as well as commercia “and 





















3.700 loans for K32 million. 


Because of growing activities and i increasi loans 

orfolio the bank needs to fill various po: sitions in - 
both head office and regional offices. Bosically Two 
types of specialists will be required, who both will be 
involved in project appraisal and project monitoring. - 


AGRICULTURAL SPECIALISTS with a degree in tropi- 
cal agriculture and capable of producing financial - 
cashflow forecasts as part of project appraisal as well 

















(emphasis: coffee: cocoa, oil p palm). .- 


















preferably development bank or commercial banking ` 
experience. In some cases outstanding practical ex- 
perience can replace wird education, eg, inon 
arrears section in head office. - : 


Both categories of personnel will also be involved in 
staff training, both on the job, in workshop and 
classroom. Candidates must be active personalities 
capable of quickly absorbing of existing procedures - 
and contributing to. further development, willing to 
travel. Preferred age: 25-35 years. Experience in . 


micro computers, | particularly spread sheet onem d 
ysis, is highly desirable. - 


The bank offers 3 year contracis, plus 24% SIG i 
aire housing, school fees, repatriation, 6 weeks 
annual leave with airfares for self and family paid 

once every 18 months to home country (or once 
every 12 months to Australia/New Zealand). n 


Detailed CV's, indicating time of availabil ity, p »resent 
salary and names of two referees are to be submitted - 
before 18 December, 1 988 to: i 
The Manager, 

Administration and Personnel Department 
Agriculture Bank of Papua New Guinea 
PO Box 6310 

Boroko - NCD — 









* Commonwealth Secretariat 


MR RESEARC H OFFICER 


International Affairs Division 
Salary: £15,192-£22,332 per annum 


The international Affairs Division has principal responsibility for the 
Secretariat's task of promoting and facilitating consultation among 
member countries on intemational issues. This is done through monitor- 
-ing international political developments, research, briefing on selected 
matters, organising and servicing the bi-annual meetings of Heads of 
Governments and Senior Officials. The Research Officer will analyse 
‘developments and prepare periodic reviews on specified regions and 
intemational organisations as well as particular international issues. 


Applicants, who are Commonwealth country citizens, must be University . 
graduates, preferably with a post-graduate qualification. They should j 
possess high analytical and writing skills, specialist knowledge of at least. ¥ 
one broad sphere of international affairs, especially those relating to 
disarmament and arms control, capacity for self-motivation and ability to 
work under pressure. 


Appointment is normally for an initial period of three y years. s. Starting salary 
within above range and subject to British Income Tax. For overseas 
appointees, installation and relocation assistance is provided. Further 
details available on request. 


Detailed CV with names and addresses of three referees should be 
sent by 6 January 1989 to: Chief Personnel Officer, Commonweaith 
Secretariat, Mariborough House, Pail Mall, London SW1Y 5HX. Tel: 
01-839 3411, ext 8134 or 8152. 










Occasional Assignn rents Worldwide 


Ewbank Preece enjoy an enviable reputation as one of Europe's 
leading engineering ring consultants providing. diverse engineering. 
services fo public and private sector organisations worldwide. 
| The Economic and Management Consultancy Unit within Ewbank | 
Preece is a rapidly expanding group: working mainly on feasibility 
studies and sector planning in developing countries. — 
We seek senior consultants interested. and available to work on 
short term/occasional contracts with substantial experience in 
one of the following fields: | 


sk Industrial Economics 
* Energy Economics 
X Telecommunications EIET 


in addition we invite applications from consultants wishing to to be à e , 
included on our rosta, with experience in: i l ] 


*& Agricultural Economics — 
Ak Business Ana lysi: is | 
3k Financial Analysis 
*%* Marketing Studies . 


For further information piisa contact lane Tribe on aula 
(0273) 724533 ext. 3477 or write enclosing your CV to her at 
Ewbank Preece Ltd., Personnel Department, Prudential Howse, 
North Street, coe BN1 IRZ. | 
































































































Phot Preece Limited 
A MEMBER OF THE EWBANK PREECE CONSUETING GROUP . 
iii nda a EN tens 


AN EQUAL OPPORTUNITY EMPLOYER 




























_ ANALYST— 
FRENCH EQUITIES 


IMI Securities Ltd is seeking to recruit a further analyst of French 
companies and their securities. The position is based in London 
and candidates must be fluent in French and English. A general 
knowledge of the workings of the Bourse and of the French 
economy is required in addition to specific experience in French 
company analysis or investment management. 


f Commonwealth Secretariat 


(Commonwealth Fund for Technical Co-operation) 


PROJECT OFFICER 


_ Export Market Development Division 
> Salary: £15, 192-£22,332 per annum 


The Expor Market Development Division assists Coron- 
wealth developing countries to increase their exports of. primary 
and manufactured products. This is done through provision of 
technical assistance which includes market studies, export 
infrastructural development and. promotional/marketing activi- 
ties. The Project Officer will assist in project initiation, supervi- 
sion and evaluation, Myers eto project requests, liaise with 

obe: and evaluate the work of experts/advisors in the 
: ie 


Applicants should. be Commonwealth citizens with a good 
degree in Economics, Commerce, Business Administration or 

related field and practical experience in project administration in 
the context of developing countries. Experience in trade promo- 
tion or in the commodities field will be a distinct advantage. 


Appointment is normally for an initial period of three years. 
Starting salary within above range and subject to British Income 
Tax. For overseas appointees, installation and relocation assis- 
tance is provided. Further details available on request. 


Detailed CV with names and addresses of three referees - 
should be sent by 9 January 1989 to: Chief Personnel 
Officer, Commonwealth Secretariat, Mariborough House, 
$152. Mall, London Swiy SHX. Tel: 01-839 3411, ext SM or 








SECURITIES 









IMI Securities Ltd specialises i in European securities and is one of 
the leading companies in this sector. The company is expanding 
rapidly and offers a positive and friendly working environment for 
professionals dedicated to the pursuit of excellence, We are 
currently represented through group companies in New York, 

Frankfurt, Zurich and Luxemt DUE. in addition to our own 
operation in London. | l 












IMI Securities Ltd is a ae of IMI, one e of the largest Italian ` 

banking groups. The resources of the gro Oup are substantial, total 
assets are over $27.5bn and the group has about $17.5bn of assets 
under management. IMI is fully committed to winning an 
appropriate d IMI Se in world securities trading and capital market 
activities, and IMI Securities Ltd has been chosen by the group to 
lead IMI's expansion in securities trading. 





Remuneration package for the successful candidate will include a an 
attractive salary and the usual. banking benefits. 





Applications. ericlosing full c career details should be. sent in strict 
confidence to: 


Ms R. Fulgoni, P IMI SECURITIES LTD, 


8 Laurence Pountney Hill, London — OBE. 
| m: Tek 01-283 rs. i 


AN EQUAL OPPORTUNI TY EMPL OYER 
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DÀNG bae ro tar 


It's a scientific fact...and one of Natures marvels. During the early 
years of childhood, the human mind is best programmed for learn- 
ing a language — any language | s 

That's why children learn so much more easily than adults, even 
before being able to read. They learn the same way they 
learned English — naturally — by listening, seeing, and imitating. 
in the international world our children will compete in — 
where so many Europeans and Asians start a foreign language 
eariy — a second language will be essential. Vital For competing with 
polished and accomplished peers, a 


Japan . iue u Age8 















From the BBC, World Leaders in Language Education. 
For the first time ever in the USA, your child can learn French or 


Spanish using the most successful Language Course for Children. 


ever created! 

Muzzy, aunique video learning program, is produced by the BBC 
— the worlds foremost teachers of language. Specifically de- 
signed for children (pre-school through age 12), Muzzy uses color 
animation, enchanting songs, and charming, involving characters 
{including Muzzy himself, and teaches children to absorb a new 
language the same way they learned English. 

its so easy and so much fun. In fact, most kids love to watch or 
listen over and over again, just like their favorite TV shows! 


Complete Language Learning Course! 
Everything needed for a child to master beginning French or 
Spanish is included. Four video cassettes. Two audio cassettes, An 
activity book and an excellent parent's instruction quide plus 
answer book. Allin attractive, durable storage cases. 

Through listen-and-learn and see-and-earn, your child will 
begin speaking a foreign language from the very first day! He or 
she can learn alone, or you can help and learn the language, too! 


No Risk Guarantee! 
Here is perhaps the greatest gift you will ever give your child...a 
second language. And at an astonishingly affordable price of just 
$145! , payable in four credit card installments. And there's no risk! 
If you and your child are not absolutely delighted, you may return 
the course within 30 days for a full refund. Order today from Early 
avantage, 47 Richards Avenue, Norwalk, Conn. 06857. 
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Spanish or 
French available 





” NOW 


Available 


for the 


First Time 
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ae 


in the 
U.S.A.! 





By exclusive arrangement with the British Broadcasting Co... 
A program proven with thousands of European youngsters. 
And the whole family can learn the language, too! 


* Proven results for pre-school through age 12. © 1988 MBI 
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The BBC Language Course for Children 


Early Advantage 
47 Richards Avenue 
Norwalk, Conn. 06857 


For Fastest Service — Call Toll-Free: 1-800-367-4534 __ 
In CT, AK, HI Call 1-203-855-8717 


Yes! Please send me The BBC Language Course(s) for Childrenihave indicated: 
understand only VHS format is available. 


(Please check appropriate items.) Language: [I FRENCH | [1S5PANISH 


Satisfaction. 
Guaranteed, 










Name 





PLEASE PRINT CLEARLY 
Address 





City/State/Zip 





Signature 








(All orders subject to acceptance ) 


Charge each of four equal monthly $37.44" instaliments to my credit card: 


p 


VISA Ci MasterCard [} Diners Ciub [^] American Express 





Exp. 


Credit Card No. Date 











L3! prefer not to use my credit card and will pay by check. Enclosed is my > 
deposit of $50* for each course | will pay the balance of $99.75* as billed in 
three equal monthly installments. 


“includes one-time shipping/handling charge of $4.75. Connecticut residents add 712% sales tax. 


ya Allow Sto 10 weeks for shipme 





Another good set of figures 
from BET. | 


And the nice thing is, we've 


profited by helping other companies D 


improve their efficiency. 

We give our eustomers a hand 
with the day-to-day tasks such as 
cleaning, maintenance, security, dis- 
tribution and rental services. 

Which leaves them free to get 
on doing what they do best. 

Its a strategy that has paid 


PET io Hered onthe Amsterdam, Frankturs, Londun: Montront, New. York Parts and Toronto Stock Exehanges. n 
The contents of this statement, for which the directors of BET Public Limited Company are solely responie have been approved for the purpose of section BY of the Financial Services Act 1886 by. ~ 


mo" —————————— M «A d 


off time and time again. ` 
. And made us world leaders in 


the field of support services. - 








HALF YEAR RESULTS 1988" 


z 
Revenue £iíibn up 396* | 
Pre-tax Profit £120.21 up 31%* | 
Earnings per share iL4dp up 14%* 

| Dividend 3.5p up 1736* 


*against first half 1987 


| Tusnaudited 
The first half of the year has 





seen further strategic moves, particu- 


larly in Europe and North America. 


Detoitto Masking & Solfsas an authorised person. 


| 














These have enabled us to 
strengthe n the range of services we 
have to offer f 

A success story all round, in fact. 

For a copy of our half year | 
results, call 0800 289 
629. Or write to | 





Christopher Legge, 
BET Publie Limited 


Company, Stratton 
House, Piccadilly, 


London WIX 6AS. 









st a s monde ago 
Mun oe 


heck oium assets 
her chancellor, Mr 
hese achievements 
it the same time as 
and put the budget © 
g feat of public f- 
-stronger economic 
ther big industrial economies bar 
st of the good news. 
ll ofa sud economy looks horribly old-fashioned. 
> six months to October the external deficit 2 current 
account was £9 billion, or 4% of Gpp (at an annual rate); in 
other words, proportionately one-third bigger than Ameri- 
ca's. To stop the pound from plunging, the Bank of England 
has pushed interest rates from 742% in May to 13%. A trium- 
phant budget followed by a vicious monetary tightening: this 
‘is too much like the economics of the 1960s and 1970s that 
Mrs Thatcher and her ministers said they had abandoned for 
ever. After nine years of Thatcherism, can the British econ- 
omy really be back in its earlier dismal rhythm—a burst of 
‘unsustainable growth ending in a bust of ‘high inflation and a 
Ibalance-of-payments crisis? | 

The government's embarrassment is intense because, for 
p. moment, it lacks a convincing answer to that question. 
Mr Lawson tells Parliament that Britain is suffering from "a 
bit too much of a good thing”, while Mrs Thatcher drums her 
fingers ominously. The labour party again has cards to play; 
ats economics spokesman can tell Mr Lawson that Britain has 
the biggest trade deficit, the highest interest rates and the sec- 
ond-highest inflation rate in Europe. In certain parts of the 
rosperous, property-owning, mortgage-servicing democracy 
hat the Tories set out to create, Mr Lawson's bullish apprais- 
als and “vigorous” use of interest rates now qualify him to be 


-up with barbed wire. Something has gone wrong sure 
igh, I But what? 



























Bpen d, spend, crunch 





Britain is suffering from too much demand. In the spring the 

Treasury forecast that real domestic demand would rise by 

®% this year. That would have been consistent with a gentle 
Moving of economic growth from 1987's 4%, alongside stable 

'nflation and a tolerably small current-account deficit. In fact 

nestic demand is set to grow by 6% or more this year—half 

Y uch again as the Treasury said. Much of the excess is due 
















stockmarket crash. - 



































to faster-than-expected consumer spendi 
financed to an unhealthy degree by a con 
ing boom in credit. This burst of spending he 
fuelled both. the e deterioration à in din balar 


af is relying E on “higher i i 
That is why. the price of mone 
doubled in seven months, and: 
further. Next year demand will « e 
Lawson, and the economy's gr 
to a rate— 390, say, against thi 

that can be maintained without higher inflatior 
be discomfort, especially for those who have. 
floating-rate mortgage debt. But there will be 
and soon all will be well. The Treasury's only ; 
failing to spot the strength of demand earlier 
standable error, because the first few months of 1988 we 
overshadowed by fears that demand would co llapse aft ert 








Such is the case bi the dee andit is mostly gui 
Lawson has a good chance of steering the economy down te 
soft landing next year. This is partly because the Tories 
nomic achievement is real, not imagined. The supply s 
the British economy really has been transformed by 
years of Thatcherism (see pages 71-72). The reward fot 
regulating the economy, for curbing the restrictive powers 
trade unions and for promoting competition is not just 
higher achievable rate of growth, but greater resilience in 
face of short-term strains like the present squeeze. —— 

The proper charge against Mr Lawson is that. his 
proach to managing demand is adding pointlessly to tl 
strains. This is nothing new. The microeconomic (sup 
freeing) part of Thatcherism has always worked much: 
than the macroeconomic (demand-managing) part. In 
81 Britain suffered a recession that was deeper than it need 
to be because the Treasury followed a doctrine of mon 
control that, in the end, proved unworkable. Since then: 
macro-policy has changed once or twice a year. Monetary 
gets of every kind have come and gone. Fiscal policy was 
first a servant of those targets, then a tool for managing de 
mand in its own right. Now it has no role at all. . 

All of which makes Mr Lawson's impatience at having to 
explain, yet again, his one true macroeconomic policy rather 
comical. Worse, though, he is now repeating an earlier mis- 
take. Dearer money feeds into Britain's published inflation 
rate through its effect on mortgage payments. So Mr Lawson 
is trying to get inflation down by first putting it up. His prede- 
cessor, Sir Geoffrey Howe, did the same when he virtuall 




























































J bled valučaddedi tax in 1979: that fed the wage-price spi- 
ral and made the task of disinflation all the harder. This year's 
acceleration in the retail-price index may indeed be just tem- 
porary, as Mr Lawson says; but if it spurs wage demands it 
could drag the underlying rate of inflation up to meet it. 

A tighter fiscal policy would cool demand without this 
drawback— but it has an even bigger point in its favour. The 
chancellor wants both to peg sterling and to control the pace 
of demand in the economy. To do that he must expect, 
sooner or later, to need two instruments of policy: only by 
coincidence will a given level of interest rates stabilise the 
ound and keep demand on track. In this, Mr Lawson has 





se in interest rates sent sterling up; the Bank of England had 
» swap pounds for foreign currency to hold it steady. The 
overnment is tightening monetary policy with one hand 
higher interest rates) and did: it with the other (inter- 


X7 THEN one state of the American union wants its laws 
À i applied in another, it looks to the constitution. This 
ys that “Full faith and credit shall be given in each state to 
he public acts and judicial proceedings of every other state", 
hich is simple. When Britain wants to prosecute Father Pat- 
rick Ryan, an Irish citizen holed up in Belgium, the three 
countries get into an embarrassing mess. Conclusion: Eu- 
rope's nations are so divided that talk of American-style unity 
is hogwash. Yes, but the week still held useful lessons. 
^ The first is an awkward one: that even on an issue as com- 
prehensively threatening as terrorism, Europeans are a long 
xay from understanding each other's point of view. For 
early all Britons, Irish terrorism is a contemptible mystery. 
‘or Irish politicians, it is a tragedy which needs to be fought 
ooth and nail—but against the backdrop of how Ireland won 
ts independence and from whom. For Belgians, Irish terror- 
: m is just a bore; none of their business. 
Britain's government is sure it has evidence that Mr Ryan 
nspired to aid the IRA. Belgium's justice minister (who 
lone has responsibility for extradition) refused to send him 
o Britain and bundled him onto a flight to Dublin. While the 
British were trying to convince the Irish government to extra- 
lite him, using procedures under the Anglo-lrish agreement 
f 1985, Mr Ryan escaped. Margaret Thatcher is furious. 
* Although her officials made some small. mistakes, by 
xresent British legal standards—but not most EEC ones—her 
age is justified. Britain's conspiracy laws punish those who 
plan offences, as well as those who commit them. Most EEC 
partners, including Belgium, have no such laws; Ireland has, 
but rarely uses them. Still, Mrs Thacther is right that there 
was buck-passing in Brussels and legal hair-splitting in Dub- 
in. She would be pleased if an Irish extradition could happen 
without black comedies like Father Ryan's "disappearance. 
's.escape would Become ne tragedy w were it to have 











een lucky for most of the past seven months. But the latest _ 


c spri nging of Father Paddy 


ow an n unusal p priest could help Eupan to join hands against gunmen and bombers 






The bu running: TOME. Over the: aims and instru- 
ments of macro-policy has sapped the Treasury’s credibility. 
In one unnoticed sense Mr Lawson has actually come to rely 
on the loss of confidence. To check demand he needs to keep 
interest rates higher than those abroad. But if moneymen be- 
lieved his resolve to keep sterling steady, he would be unable 

to do it. He can drive a wedge between British and foreign 


| interest rates only to the extent that investors expect sterling 
to fall. For lack of fiscal policy, the chancellor has fashioned a 


tool of policy from the markets' refusal to take him seriously. 
By the time of Mr Lawson's next budget, the growth in 


| dandi is sure to have slowed—maybe by too much. Lower 


inflation and a shrinking trade deficit will help to restore his 
battered reputation. That being so, Mr Lawson had better in 
the meantime rediscover either the case for fiscal policy or the 
case for letting sterling float where it will. 





two consequences. Mrs Thatcher a see Belgium's actions 
as proof that Britain's tough border controls should be left 
unchanged. Don’t buy that: there is. plenty of scope for 
changing these controls without scuppering Project 1992 or 
depriving Britain of a logical place to trap criminals. Second, 

some Tory politicians will now claim that Dublin's legalisms 
expose the hollowness of the Anglo-Irish agreement. That is 
to ignore the mutual benefits that have come from closer 
cross-border collaboration against the iRA. To dump the 
agreement just because some extradition cases fail would be 
risible. Three years is but the blinking of an eye in the story of 
how Europe s two biggest islands have lived with each other. 





Closer to the continent. 


Like Britain, Belgium is a signatory to a European treaty on 
terrorism. As in Britain, its laws are increasingly made not ir 
its national parliament but by Eurocrats. It will take time be 
fore the effect of these common laws is clear. As recently ay 
1945, the main law West Europeans had in common was tc 
shoot each other about three times in a 70-year lifetime. 
The. European Court of Human Rights is showing one 
way forward from that divided past. On November 29th i: 
decided that Britain’s anti-terrorism laws breached the Euros 
pean convention on human rights because they did not guar’ 
antee that a suspect was brought promptly before a court: 
One way for Mrs Thatcher to win wider co-operation on ter 
rorism would be to change the law to conform with this judg 
ment; which is what she seems ready to do. Why is she not æ 
furious with the court's decision as she is with the Irish ane 
Belgians? Because, since 1951, those who interpret the cor: 











. vention have shown great care and tact, so have won respec 


throughout Europe. Some British, Irish and char oficial 
should be oft to Sah to see um MAD dod it. 3 




































The world needs the PLO leader to help it with its inquiries 


A PULPIT is the wrong place for Mr Yasser Arafat. He is at 
4 X his glibly evasive worst when haranguing a captive audi- 
ence. He needs to be got into a quiet corner, to be asked the 
-tough questions left over from the Palestine Liberation Orga- 
isation's claim that it has at last recognised the existence of 
ael. If the answers are right, then let Mr Arafat have the 
ulpit, to repeat his answers to the world. - 
Mtr George Shultz had good visceral reasons for telling Mr 





/ho address it face no interrogation like that at Ques- 
n Time in the House of Commons, none of the unavoid- 
able button-holing in the corridors that is the rule on Capitol 
Hill and at Westminster. The American secretary of state is 
ght to feel queasy when Mr Arafat, who says he has re- 

unced terroi keeps as a member of his executive com- 














). Mr Shultz stands almost alone in this mat- 
yerybody argues about orations at the UN, 
r Arafat quietly aside to put those tough 
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ead (see page 4 











eople, even some pro-Palestinians, remain un- 
-PLO’s acceptance of Security Council 






| vague when it was written 21 years 
n Israel by name. Here are three things a 
















A ANTLDUMPING action is the protectionist’s pearly-han- 
A dled Peacemaker. It is allowed under the GATT. The 
inciple behind its use seems both logical and fair. The 
pon can be aimed precisely eastwards, at communist 
untries and at hyperactive NICs. Abuse of the weapon can 
'e niftily disguised. No wonder the European Community 
d America are joint world-champions in toting this gun 
ind picking off foreigners at 50 paces. RT rig 
<- They start with some right on their side, for free enter- 
e cannot be expected to risk capital uncomplainingly in a 
d market. Subnormal pricing of products is not in itself 
g: think of all the loss leaders, special offers and “must 
iscounts that will be enjoyed across the capitalist 











rafat that he could not come to the United Nations General 


! ian state created on the land Israel evacuates to have no ar 
ssembly this week. The General Assembly is pure pulpitry: | | 


.- President-elect Bush should be privately putting these Tue: 


* then say it out loud, he will have passed the tests that qualif 


he GATT should take a hard look at what Europe and America call dumping 


. scurrying into "voluntary" deals to restrain their sales, or i 
charging higher prices abroad. The use of it-—420 cas 






good negotiator should now be asking Mr Arafat, to 
whether his organisation's Algiers declaration of No 
15th means what he wants the world to think it means. 
Will he publicly acknowledge Israel's right to exist, and 
be left in peace, in something like the borders it occ 
until 1967? (The Algiers declaration also mentions an. 
UN resolution, which would cut Israel back to a cou 
blobs.) Does he agree that it would be better for the P: 





(because an Israel shrunk to its pre-1967 borders, with a: 
line as wide as nine lengths of the Champs Elysées, 
too tempting for an ambitious Palestinian genera 
might as usual be tempted to hit before it got h 

Arafat accept that this demilitarisation needs some 
eye, perhaps that of a Jordan confederated with P. 
and, if so, will he make it clear that the “‘self-determi 
he wants for Palestine in fact means such a confede: 


Send for Schlesinger 


tions to Mr Arafat through one of those unofficial envoy 
American officialdom is so good at mobilising-—somebod 
like Mr James Schlesinger, ex-defence secretary, exchead: 
the CIA. If Mr Arafat’s answer is yes, yes and yes, and if he wi 








him to be treated as the leader of an aspiring country. He 
also have qualified his Palestine to be the subject of an intei 
national peacemaking negotiation, the outcome of w 
America, Russia and almost everybody else would think 


and workable. In which case, could Israel long refuse to ta 

















world after Christmas. Predatory price-rigging starts wher 
seller sustainedly quotes unrealistically low prices abroad : 
the back of state support at home (as with various Easte 
European exports); or by milking its customers at home 
high prices in a protected market (as some Japanese compa 
nies do); or both, as the EEC does in exporting farm produc 
That is why the GATT has long sanctioned action agait 
dumping that “materially injures’ some enterprise, and ha: 
devised a 12-page code defining dumping. Today, and qu 
rightly, the GATT is worried about the way this appro 
handgun is being used. The threat of it sends Asian expor 































































'esidue of long-lingering duties on specific imports: 167 in 
America alone. The new American trade act invites Ameri- 
can industrialists to ask their politicians to unholster the 
weapon. The European Commission has hinted, in a recent 
assault on the dumping of South Korean and Japanese video- 
cassette recorders, that it sees anti-dumping measures as a way 
of keeping Europe's electronic-consumer-goods industry 
alive—in effect as a-tool of European industrial policy. 


( all i in the sheriff | m 

witations in Washington, hints in Brussels: one pernicious 
ature of anti-dumping is that abuse is hard to prove. The 
ATT code was drafted long ago to deal mainly with goods 
iat could be dumped on to the dockside in sacks. The code 
innot cope with high-tech products whose prices reflect ob- 
lescence measured in months, exported through complex 
orldwide networks by firms engaged in a Sumo-like blend of 
tual and vicious competition at home. 

Such complexities are easily exploited by those who want 
prove that foreigners dump. A study by Mr Brian Hindley 
t the Trade Policy Research Centre in London finds that 
Brussels investigators calculate an artificially low export price 
f Asian products, compared with the domestic price, by de- 
ucting more marketing expenses abroad than at home. The 














T^HE way to get bankers to return your calls is to owe den 
A lots of money. Mr Carlos Salinas de Gortari started his 
x-year term as Mexico’s -o this week with no less 
han $120 billion-worth of call-me-back debits behind him. 
le also has an odd sort of political credit: disorder in Mexico 
ould be dangerous for the United States, which might pay 


ome m if x lois áre netic’ and the right sort of eco- 
omic policies followed. That quality will be good for his peo- 
le, in the long run. But Mexicans are impatient. They are 
oing through harsh times, and detest paying old debts. — 
The six-year presidency of Mr Salinas’s financially scrupu- 
ous predecessor, Mr Miguel de la Madrid, began as the oil 
rice collapsed. Mexico kept borrowing more to pay interest 
n what it had. previously borrowed, and for six years Mexi- 
ans saw their real incomes decline. Yet they held calm. That 
yas a triumph for Mexico's political machine, but it wore it- 
elf out in the effort; and it had to change, anyway. — 
.. Like some other poor countries and all communist ones, 
Mexico is ruled by a single party. Since it came to power un- 
‘der a different name in 1929, the Institutional Revolutionary 
party (PRI) has refined the single-party concept in several 
ways. It lets other parties fight elections, which in the old days 
t usually won even without the ballot-rigging it got good at. 


Dffice-hold rs may be e 


| cted only once, for six years, to each 





T ruling P s 


With bad. debts abroad ind bad politics at home President Salinas needs help—of the right sort 


ellt to avert it. Luckily for bankers and North dni iu Mr : 





ted by America this decade and 330 by the EEC— leaves a comm 


the European. Court! The c court may pur be confirming 
that the EEC's rules on dumping give the commission too 
much scope for artistry. 

Much of the artistry remains hidden. It is fiendishly com- 
plicated to compare prices, and the EEC authorities keep the 
incriminating evidence to themselves: “confidential commer- 
cial data, old boy”. Europe's national governments are not 
privy to the details, and do not lose much sleep over their 
ignorance. Governments in the target countries should insist 
that GATT scrutinises some recent American and European 
anti-dumping decisions to see if they conform to GATT's view 
of its own code in today’s world. 

Japan has taken one dumping-related case to the GATT, 
and the case shows a danger ahead. The EEC picked off 
“dumped” electronic typewriters coming from Japan, then 
went for assembly plants in Europe that were making the 
typewriters from "dumped" Japanese components. Now it is 
taking aim at Japanese assembly plants in America, questiona 
ing their certificates of American origin. So the two " 
dumping sharp-shooters have ended up loosing off at each: 
other—for the enemy is now within, and largely at their own 
bidding. Their predicament foreshadows the big trade conun- 
drum of the 1990s: what attractively cheap products will be 
labelled "Asian" in a world thick with Asian multinationals? 





job; new men may start with fresh ideas, but have only so long, 
to make their own and their friends’ omnes, And presidents. 
are chosen not by the party but by their predecessors. 

The party's job is to make sure the chosen one is elected. 
In return, his government hands out privileges, jobs and cag 
to the party hacks—trade unionists, civil servants, lo 






 bosses—who deliver the votes or stuff the ballot-boxes. So Mr 


Salinas, a technocrat chosen by a technocrat, owes his highs 
office and numberless favours to a network of nationalist, 
populist cliques. Yet he promises to go on cutting public 
spending, shedding state industries, lowering tariffs, abolish» 
ing licences. This slices at the roots of the party's patronage: 


When the rigging stops - 
The pri now faces real opposition. On its right stands a self: 
confident new breed of free-enterprise Mexicans who owe 
nothing to the corrupt old machine. On its left, more 
worryingly, a group of the ruling party's traditionalists hay 
moved out into alliance with an assortment of Marxist ane 
populist radicals led by Mr Cuauhtemoc Cardenas, whosg 
name is a digest of Mexican revolutionary legend. pr 
‘The Prrused to rig elections even when it would have wos 








fraud bois democrats abroad Ww : 
have told the party's strong-rnen to moderate their. zeal. So, it 
July’s presidential flection, the oppositi? was as allo ved to d 


Hox money ie Beg an- 
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etter Pu ever Before. Tt 
nly just over half the depuis à vote. Mr 
riends say they should have won, which is is probably not t quite 
rue. But the charge cannot bedisproven. ^ ^ — 

Electoral resentment will grow if Mexico's economy in the 
next few years piles pain on top of the past six years of an- 
mish. This would tend to strengthen the left-wing opposi- 
ion, which wins easy votes by promising to repudiate debts 
ind inflate the economy. The result would be weakened 
merican banks, and a bust Mexico. Outsiders want neither. 
"hey will therefore be inclined to support President Salinas, 
is a good man pursuing good policies, despite their distaste 
or the party that got him the job. 

The United States, having been humiliatingly outfaced by 




































Y issed chances in the selling of Britain's electricity industry 


b OES Margaret Thatcher's government really believe in 
JJ competitive markets? With the privatisation of Britain's 
electricity-supply industry, scheduled for 1990-91, it has a 
chance to prove it does—and to make up for earlier heresies. 
The disappointing British Telecom was eased into the private 
| sector as a monopoly. So was British Gas: a recent report by 
the Monopolies and Mergers Commission found that it had 
extensively abused its monopoly powers since being sold to 
. Sid in 1986. 

Last February's government white paper on the electricity 
privatisation promised some repentance. It wisely prised own- 
ership of the national transmission grid away from the Cen- 
tral Electricity Generating Board (CEGB), the monopoly gen- 
erator of power in England and Wales. The existing 12 area 
boards controlling electricity distribution would become a 
zen private distribution companies—still regional monop- 
ies, but eager to prove their mettle to shareholders. 

~ Real competition, though, would mean fierce fights to un- 
cut each other by different parts of the electricity-generat- 
industry, which has no elements of natural monopoly. It is 
his fence that Mr Cecil Parkinson, the secretary of state 
ergy, has shied. Burdened by Mrs Thatcher’s belief that 
versity of supply” and "nuclear energy” are one and the 
e, Mr Parkinson has not split the CEGB into the five or so 
ating companies which would have ensured that compe- 
n flourished and electricity prices fell. Instead, he is to 
rn the CEGB into two of the world’s biggest generating gi- 
its. One, National Power, will be left with around 7096 of 
e old utility’s assets, including all its nuclear power stations; 
e other BR PowerGen, will inherit the remaining 
c ud is a solution dictated id by the need to create one 











m dM bn: sr power ur a jot of competition will 
te a regulato "s nightmare. 1 The white paper had recog- 





— great, next-door | ) 


with nuclear power on. board. 





trified that 

Aexico mig idinist way. lt has 
already backed Mr Salinas ies ra him a bridging loan of 
$317 billion. The: Mexicans think Mr George Bush may help 
more, especially since his designated secretary of state, Mr 
James Baker, has had a plan for helping indebted countries 
named after him. Messrs Bush and Baker, beware. 

Other Latin American countries farther south have 
equally frightful problems, and would be tempted to turn 
even more nationalist on debt if one debtor got a much more 
generous deal than they were offered. The Mexicans need 
time for their perestroika. It is right to want to help them, 
wrong to think it can be done for them alone by the United 
States alone. The quick two-way fix isn’t on. 












nised that a.main weakness of the present structure is that 
"the government of the day has wide-ranging powers to inter- 
fere in the running of the industry". The bill consolidates 
those powers. Most are meant to protect customers from 
abuse of monopoly pricing, but will do so only at a high cost 
in red tape. The director-general | of electricity supply, the 
monopolies commission, the area "consumers' committees": 
all are allotted hazily defined and overlapping regulatory 
roles, but real power remains with the secretary of state. In the 
event of a "civil emergency’’—a concept clearly framed with 
Mr Arthur Scargill and power strikes in mind—he will be 
empowered to take near-total control of the industry. Hardly 
a vote of confidence in the privatised structure. 


The customer is always taxed 


` Nuclear power is the cause of other headaches. Because it ig, 





(for now) the costliest way to generate electricity, and becau 
the industry will be allowed to pass ona chunk of that extra 
cost, consumers will effectively pay a "nuclear tax” every time. 
they switch on. On top of that, the taxpayer is to subsidise the: 
cost to National Power of reprocessing and disposing of nu- 

clear fuel, and meet part of its hefty bill for decommissioning: 
nuclear stations. Add all this to a 15% rise in Britain's elec-- 
tricity bills before the sale and—for consumers— 
privatisation hardly seems a blessing. | 

. It is not too late to improve matters: the bill can be modi-: 
fied as it goes through Parliament. Mr Parkinson—and, more 
important, the prime minister—should accept that nuclear: 
power needs separate treatment. By offering nuclear subsidies 
to National Power, Mr Parkinson has already gone some wa 
towards this. But not far enough. He should admit that Bri 
ain's nuclear programme is not commercially viable, an 
leave.it in the public sector. He could then have a more com 
petitive, less regulated electricity industry, and sell Nation: 
Power at a fatter price—not at the huge discount it will nee 
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BUILT TO HELP 
THE CORPORATE BODY 
ARRIVE IN 


BETTER SHAPE 


On July 10th, 1988 we ivited 


Mr David Llovd director ol an 





international! hinance company 
| i ' 
to test the New Marco Polo 


Business Class 


signilicant 

\ compl: tel new environ 
ment which gives over IU more 
individual space per passenger 
Wider, more comfortable seats. A 
new interior designed to create a 
relaxed, business like atmosphere 
And on long haul Hiehts 
foot- and leg rests to enhance 
passenger comfort 

Al these improvements met 
W ith his appro* al. 

But one thing pleased him 
more than any thing else 


The tact that we hadn t (4 hanged 


our high standard ol service 
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parti ipation ol Mir Day id I lovd 
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Innovation 


STONEHENGE AND = 
THE SPACE TELESCOPE 2: 


Neolithic people built a remarkable monument on tl 
Salisbury Plain in what is now southern England. / 
an engineering feat alone, Stonehenge stands as or 
of the wonders of the world. But a recent discove 
has revealed that it served not only as a temple, b 
as an astronomical computer. 

We know very little about the life of the people wt 
built Stonehenge. But one thing that has become 
creasingly evident is that they were far more sophi: 
cated than was previously believed. Even though thi 








worked only with Stone Age technology, they built a The Hubble Space Telescope will help us solve 
monument which apparently acted as an astronomical these primeval mysteries. Once in Earth orbit, the tele- 
clock. With Stonehenge they could predict eclipses, scope will be able to detect objects as far as fourteen 
the exact days of the solstices, the long-term cycles billion light-years away, which is to see fourteen billion 
of the moon and sun, and other important heavenly years into the past; past the birth of the Earth; past the 
events. They could begin to understand that the uni- birth of our galaxy; to the very beginning of time. 
verse had order and how it worked. The Space Telescope represents a momentous 

The need to understand the workings of the uni- leap in the history of mankind. The builders of 
verse is very ancient in man. One might even say that Stonehenge must have felt themselves on the verge 
it is instinctual, that it is part of what makes us human. of the same kind of moment as they discovered that 

A leap of forty-one centuries and we find ourselves creation actually had order. Within our own grasp is 
still confronted with the same questions that drove the a view of the creation itself. 


prehistoric Britons to build Stonehenge. How does the Vo 
universe work? How did it begin? Will it ever end? = Lockheed 


Giving shape to imagination 
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In mergers and acquisitions, failing to make 
the distinction between price and value is like 
turning your back on reality. 
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FELDSTEIN ON THE DOLLAR 





Let the market decide 


Mr Martin Feldstein, an economic adv 


iser to Mr George Bush, thinks a fur- 


ther decline in the dollar is inevitable. He argues that any intervention to 
delay or slow the decline will be counter-productive 


B: THE 15 years since the collapse of the 

Bretton Woods system of quasi-fixed ex- 
change rates, the dollar has experienced 
three big swings: falling for about six vears, 
then rising for another six years, and now 
falling again since 1985. Against the ven, the 
real value of the dollar (adjusted for changes 
in consumer prices) fell by one-third be- 
tween 1973 and 1978, then rose 6096 to a 
peak in early 1985, from which it has since 
fallen by a half. 

The painful consequences of such big 
currency swings have created political pres- 
sures on governments to abandon the float- 
ing-rate system in favour of targeting the 
dollar's exchange rate with key currencies. 
Beginning with the Plaza meeting in Sep- 
tember 1985, the United States has led the 
G-7 countries in a series of domestic-policy 
shifts aimed at influencing the dollar's 
value. The start of a new administration in 
Washington is a good time to consider the 
wisdom of continuing this policy of trying to 
peg dollar exchange rates. 
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The big swings in the dollar during the 
past decade and a half did not happen by 
chance. They were mainly the result of 
adopting and subsequently reversing bad 
monetary and fiscal policies. The dollar's fall 
in the 1970s was the result of an inflationary 
monetary policy. The rapid rise in inflation 
temporarily lowered the real yield on dollar 
securities and convinced financial investors 
that the dollar was a risky currency because 
its value might be sharply reduced by a fu- 
ture inflationary surge. The shift to a tough 
anti-inflationary monetary policy, in 1979 
and again, of greater intensity and duration, 
in 1981, raised real interest rates sharply and 
restored confidence in the ability of the dol- 
lar to retain its purchasing power. 

The resulting rise in the dollar was rein- 
forced by the inappropriate swelling of the 
budget deficit in the early 1980s. The federal 
government's borrowing needs rose from 
2.6% of GNP in 1981 to more than twice that 
level by 1983 and were then projected to ex- 
ceed 5% of GNP for the indefinite future. 


The result was a rise in real interest rates in 
the United States that made dollar-denomi- 
nated securities more attractive to interna- 
tional portfolio investors. As they sold for- 
eign currencies to buy dollar securities, they 
bid up the international value of the dollar. 

The process of reversing the rise in the 
deficit began with the tax increase enacted 
in 1984, the anti-spending Congressional 
Budget Resolution of 1985 and the Gramm- 
Rudman deficit-control legislation enacted 
later that year. These actions caused in- 
formed participants in financial markets to 
reduce their deficit projections. As a result, 
real interest rates declined sharply, bringing 
the dollar down with them. 

The dollar is now continuing to fall to- 
wards a value at which the resulting current- 
account deficit can be financed. The sub- 
stantial increase in America’s obligations to 
the rest of the world means that the dollar 
now has to be lower than would have been 
necessary a decade ago. This is reinforced by 
such fundamental factors as the increasing 
competitiveness of the newly industrialised 
countries of Asia and the decline of the mar- 
ket for American products in the debt-laden 
countries of Latin America. 

The high rate of inflation and the large 
budget deficits reflected bad policies that 
should have been avoided even if they had 
not resulted in sharp movements of the dol- 
lar. Similarly, the 1981 tightening of mone- 
tary policy to reduce inflation and the post- 
1983 legislation to reduce the budget deficit 
were good policies that deserved to be 
adopted even though they resulted in a 
sharp appreciation of the dollar. 


The wrong target 


The real issue for economic policy is not 
whether bad policies should be avoided and 
good policies adopted. The real issue is 
whether the exchange value of the dollar 
should be a separate goal of economic policy 
and, to the extent necessary, the other pol- 
icy goals should be sacrificed in order to tar- 
get the dollar's value. My answer is clear. 
The international value of the dollar should 
not be a separate target of economic policy. 
The nation's economic policies should be 
guided by other considerations, and the dol- 
lar's value should be left to the market. 

An important reason for this conclu- 
sion is the potentially large sacrifice in terms 
of other economic goals that must be made 
in order to target the dollar. The cost of 
managing the dollar would be low if the gov- 
ernment could do so simply by buying and 
selling foreign currencies for dollar securi- 
ties—ie, by "sterilised" currency interven- 
tion in which America's money supply is left 
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reeset 


alters exchange rates for no longer than a 
w days. Moreover, to the extent that such 
ervention has any effect at all, it may be 
nly because market participants interpret it 
s a warning signal that governments may 
soon shift monetary policy to manage the 
urrency s value. | — 

Although the decline of the dollar after 
he September 1985 Plaza meeting is fre- 
uently pointed to as evidence that inter- 
ention works, the dollar's decline actually 
egan in February 1985. Moreover, the pace 
f decline i in the six months before the Plaza 





Poor performance 
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1973. 77 81 85  8Bt0Nov dd um ua 77 
Sources: IME, US Treasury, US Department of Commerce 


The dollar’s fall after September 1985 was 
spurred by a tightening of monetary 
icy in Japan and by a decline in the oil 

rice that independently raised the yen and 
D-mark relative to the dollar because Ja- 
an and West Germany are more dependent 
n oil imports than the United States. 
ere is no evidence in the Plaza experience 
support the efficacy of sterilised interven- 
This is true both of the intervention by 
United States and of co-ordinated inter- 
tion by several countries at once. 
The events after the February 1987 Lou- 
re agreement to stabilise the dollar provide 
ther evidence of the ineffectiveness of in- 
vention. Within two months the dollar 
ad fallen 596 and the 6-7 ministers had to 
stablish new "target ranges” for the dollar. 
he relative stability of the dollar during the 
Xlowing six months came not from inter- 
ention and jawboning, but because Amer- 
ca tightened money and raised rates by two 
ill percentage points while other central 
anks kept their interest rates down. - 
In contrast to the ineffectiveness of 
sterilised currency intervention, changes in 
monetary policy do affect exchange rates. It 
is important to emphasise, however, that 
though monetary policy has a long-term ef- 
fect on nominal exchange r: 1 
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continues to confirm that such intervention 





Federal budget deficit 


ing was as fast as in the six months after - 


ates, its impact 





cause it is um ies indy acsi ex- 


change rate that influences imports and ex- 
ports: if the nominal dollar-yen exchange 
rate falls by 596 during a year when the 


American inflation rate exceeds the Japa- 
nese inflation rate by five percentage points, - 
the real exchange rate remain: 
there is no change in the relative. price of 





American and Japanese products.. T 


Limits to monetary policy 
Monetary policy has a lasting effect on the 
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level eventually induces a proportional shift 
in the nominal exchange rate unless non- 
monetary factors cause a change in the equi- 
librium real exchange rate. Thus an increase 
in inflation in the United States relative to 


-inflation elsewhere would cause a long-term 


fall in the dollar's nominal exchange value. 
The key point to note, however, is that even 
a persistent shift in the nominal exchange 
rate induced by a change in monetary policy 
would not have any long-term effect on 
America's trade balance. 

Things are different when you look at 
the short-term effects of monetary policy. 
Although monetary policy cannot have a 
lasting impact on the real exchange value of 
the dollar, it can have a substantial effect for 
a short period of time. A tightening of the 
American money supply temporarily raises 
real interest rates, making dollar assets more 
attractive. Investors around the world bid 
up the value of the dollar in the process of 
buying dollars to invest in dollar securities. 
But since the effect of monetary policy on 
real interest rates lasts only for a short while, 
the effect on real exchange rates is also brief. 

Although monetary policy cannot affect 
real exchange rates for more than a few 
months, the actual practice of targeting the 
dollar relies exclusively on monetary policy. 


Moreover, since monetary policy can. do — 


other goals. When the Eder Reserve sets 


constant and. 
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monetary policy to influence the dollar's 
vaiue, it gives up its control over domestic 
aggregate demand. That means either more 


unemployment or more inflation than the 
Fed would seek if it were not diverted by an 
. attempt to manage the dollar. —— ^ 


The experience in 1987 shows the dan- 


.. ger of diverting monetary policy from its do- 


mestic role in order to stabilise the dollar. 


_ After intervention failed to achieve the dol- 
lar stability proposed in the Louvre accord, | 
inflation rate, the price level and the nomi- inter 

nal exchange rate. À change in | the PS ja 





the Fed tightened money and raisec inte 
rates. Although this succeeded in stopping 
the dollar’s decline for about six months, 
the overly tight monetary policy and the fear 





. that the Fed would continue to tighten to 
. support the dollar in the face of adverse 
trade figures were main causes of the sharp. 






stockmarket decline in October 1987. If t 
Fed had not abandoned its exchange-rat&™ 


F < target after the stockmarket crash and fo- 
- cused on the domestic economy; the United 


States would prob ibly have slipped into re- 







onki intervention 
* ng monetary policy to 
target the dollar requires sacrificing impor- 


In short, curren 


tant domestic economic goals for temporary 


exchange rate shifts, To have a lasting im- 
pact on the real exchange rate requires 
changing tax and budget policies that influ- 
ence national saving and investment. 


The sum that matters 


The fundamental relationship in interna- 
tional economics states that the difference 
between a nation's saving rate (s) and its in- 
vestment rate (I) is equal to the excess of its 
exports (X) over its imports (M S — | = X — 


M. This is an accounting identity, not a mat- 






ter of debatable economic theory. It sa 
that a nation that saves more than it invesl 
has a surplus that goes into net exports. The " 
primary way in which a shift in savings or 
investment is translated into a change in net 
exports is through the exchange rate. A rise _ 
in national saving in the United States (or a ` 
decline in desired investment) depresses real 
interest rates, making dollar securities less 
attractive. The resulting fall in the dollar 
makes Ámerican exports more competitive 
and reduces American demand for imports. 

Since national saving is the difference 
between private saving and government def- 
icits, the saving rate could be altered by 
changing the budget deficit or by modifying 
tax policies that influence the private incen- 
tive to save. It would be wrong, however, to 
accept an otherwise inappropriate budget ; 
deficit or to distort the incentives to save 
and invest in order to achieve a particular 
exchange-rate target. 

In the United States at the present time 
clearly needed policies would run 
o the widespread all for action to- 
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Ob or male the decline of the dollar. Al- 
-though many assume that reducing the bud- 
get deficit would strengthen the dollar, the 
pposite is more likely to be true. A sus- 


erest rates and thus make dollar securities 
ess attractive. The real value of the dollar 
would therefore decline more rapidly if the 
deficit is reduced than if it remains un- 
changed. That is what happened after the 
1985 decline in projected budget deficits. 

The other policy that deserves high pri- 
ority is a change in tax rules in the United 
States to raise the pitifully low net private 
ving rate (see chart). Although increases 
private saving would also depress the dol- 
r's value, the advantage of higher saving 
Xt d outweigh any c laimed benefit of 


gher budget deficits, lower private saving 
ates or a rise inm the amount of investment 


983 and 1984 those who advocated re- 
ing the dollar's rise correctly proposed a 
in the budget deficit. But as a practical 
matter, the pursuit of a lower dollar would 
ot have led to deficit reduction by a presi- 
dent and treasury secretary who did not be- 
lieve that there was a link between budget 
deficits and exchange rates. Responsibility 
for lowering the dollar would have fallen to 
ie Federal Reserve and an easier monetary 
policy. Although the Fed could have suc- 
eded in keeping down the dollar's nomi- 
al exchange rate, after a short while there 
ould have been no reduction in the real 
change rate—but inflation would have 
been rising instead of falling. America (and 

e world) was fortunate that the call for 
dollar stability did not lead to such policies. 
As this emphasis on the distinction be- 
jeen nominal and real exchange rates 
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should make clear, maintaining the interna- 


ained decline in the budget deficit would ` 
‘aise the national saving rate, reduce real in- 











tional stability of the dollar is not the same 
as maintaining its purchasing power at 
home. Although an inflationary monetary 
policy can cause both inflation at home and 
a lower dollar abroad, the real exchange 
value of the dollar can fall even if domestic 
prices are unchanged. The key to domestic 
price stability is sound monetary policy. 
Even if a falling real dollar puts upward pres- 
sure on domestic prices, a Federal Reserve 
that refuses to accommodate that pressure 
can avoid any unwanted rise in inflation. 
The advocates of a strong we have re- 
cently begun to argue that a low dollar en- 
courages foreign investors to "buy up Amer- 
ica" by reducing the cost in yen or D-marks 
of American land and other real assets. 
Without going into all of thei issues that this 
raises, it is worth pointing out that since a 


low dollar also reduces the value in yen or D- ~ 
marks of the rents or profits on those assets, 


it does not raise the rate of return on such 
investments. More fundamentally, since a 
lower dollar speeds the decline of the Ameri- 


can trade and current-account. deficits, it 
shrinks the pool of investible: dollars avail- 


able to foreigners. 

There are, of course, legitimate Selle 
reasons for wanting to slow the dollar’s inev- 
itable decline. Because of the current high 
use of capacity, the increase in export de- 
mands generated by a lower dollar would 
raise the inflationary pressure in the econ- 


omy. A slower dollar decline would give 


time for new investments to raise capacity. 
Similarly, since the decline in the dollar will 
shrink the trade deficit and therefore the 
capital inflow, interest rates in the United 
States will rise and interest-sensitive spend- 
ing decline unless the budget deficit is re- 
duced or private saving increased. A slow 
decline of the dollar would give more time 


for the measures reducing the budget deficit | 
and for pro-saving tax policies to take effect. > 

But the case for a slower dollar decline is^. 
not one-sided. A more rapid fall of the dol- — 
lar encourages American firms to make the _ 
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` investments in export capacity andi in n inter- 


~ tors will not hold dollar assets if the 


endless series of false claims that the nomi- 
nal value of the dollar « can be stabilised at 
| unsustainable levels. — 
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national marketing that do not look profit- 
able if the dollar remains stable. In addition, 
with domestic demand slowing, avoiding a 
recession in late 1989 or 1990 may require 
the strong rise in exports and decline in im- 
ports that would follow from a lower dollar. 
Trying to balance the pros and cons of 
different speeds of dollar decline is fine-tun- 
ing in the extreme. Economists simply lack 
the knowledge to decide what speed of dol- 
lar decline would be best for the economy. 
Moreover, the advocates of a gradual 
dollar decline are pursuing a policy that can- 
not succeed if it is widely recognised. Inves- 








the dollar to decline by more than tl e differ- 


ence between the American interest rate 
and the interest rate available on securities 


denominated in other currencies. For exam- 







ple, the interest differential between dollar 
‘bonds and yen bonds is now just equal: 
^ the difference between the inflation rates 


the United States and Japan. If the dollar is 
expected to decline by, say, 4% a year in real 
terms, dollar bonds would be worth holding 
only if American interest rates were four 
percentage points higher than they are to- 
day. International investors can be per- 
suaided to continue buying and holding dol- 
lar bonds at current interest rates only by 
denying the goal of a gradual decline of the 
dollar’s real value. A policy that requires dis- 
guising its true purpose cannot long succeed 
in a sophisticated world capital market. 
This has clear implications for those 
who fear that any decline of the dollar could 
get out of hand and lead to a destabilising 
"free fall". It is, of course, impossible to pre- 
dict just what would start such a run on the 
dollar or to assess the risk that it would sig- 
nificantly overshoot its equilibrium real 
level. But an honest evaluation of the rela- 
tively modest real decline that remains to ge 
cur might be far more stabilising tha 











The time has come to abandon the pol- 
icy of trying to target the dollar. Policymak- 
ers should recognise what the market 
knows: sterilised intervention is ineffective, 
the use of monetary policy to achieve tempo- 
rary shifts in the value of the dollar involves 
a dangerous abandonment of domestic pri- 
orities, and the long-run pursuit of sound 
monetary and fiscal policies is the best way 
to avoid substantial swings in the dollar's 
value. Instead of promising more interven- 
tion or shifts in monetary policies, it would 
be far better to echo the reassuring response 
of Mr Nicholas Brady, the treasury secre 
tary, to the recent dollar fall: “Markets 
should go up and down". Monetary and fis 


cal policies should focus on the performance 


of the domestic econ my, and the value o: 
llar should be left to the market. 













A victress in chains 


FTER 11 years of preparing herself for 

the role, Miss Benazir Bhutto, Paki- 
stan's new prime minister, has at last got her 
place in the centre of the stage. The orches- 
tra awaits the baton, the opera is ready to 
begin. But the past two weeks have made it 
E that she has not written much of the 







retto, and if the prima donna plays up 
ere are plenty of people who can yank her 
off-stage again. 

The voters made their views less than 
perfectly clear on November 16th, in Paki- 
stan's first real election since 1977. They 
gave Miss Bhutto's party more seats in par- 
liament than anybody else got, but not a ma- 
jority. She then settled down with the 
army and a few other interested par- 
ties to negotiate the limits on her rule. 

She spent long hours with Gen- 
eral Aslam Beg, the army chief of 
staff; with General Hamid Gul, head 
of the army's powerful intelligence 
body, Inter-Services Intelligence (iSt), 
through which the late President Zia 
ul Haq used to keep an eye on civilian 
politicians and which still runs Paki- 
stan's Afghan policy; and with Presi- 
dent Ghulam Ishaq Khan. Ten days 
after the election a brief visit from the 
erican ambassador, Mr Robert 
akley, to the dentist's house where 
Miss Bhutto was staying in Islamabad 
gave the needed American nod. 

In return. for the prime min- 
istership, however, she has accepted 
the rules under which she will have to 
work. Pakistan's policy on Afghani- 
stan will not change: the isi will con- 
tinue to carry out the policy, and American 
weapons will continue to flow to the guerril- 
las. The army's share of government spend- 
ing—now running at 34%—will not fall. Be- 
fore the election Miss Bhutto had made it 
clear that she accepted this. Asked by a re- 
porter if it was possible to cut defence 
spending, she replied with a smile, "If you 
want to bring in martial law." 

The army's role in government has qui- 
etly been institutionalised. Miss Bhutto has 
agreed that a national security council con- 
sisting of the president, the prime minister, 
the service chiefs and the chief ministers of 
Pakistan's four provinces will look after any 
"security matters" the president refers to it. 
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That is wondrously vague. There is some 
precision, though. The prime minister can- 
not call a state of emergency without the 
council's approval. In other words, if things 
get tough Miss Bhutto's hands will be tied. 
It is said that Miss Bhutto has agreed to 
support 73-year-old President Ishaq Khan 
when he stands for re-election by the pro- 
vincial and national assemblies on Decem- 
ber 12th. No love is lost between them, and 
Miss Bhutto muttered frustration at his 
slowness in making her prime minister; but 
she appreciates his role in keeping the elec- 
tion relatively clean and, anyway, love has 
not much to do with politics.The civil ser- 





vants will be relieved that Mr Ishaq Khan, 
who made his name as one of them, is stay- 
ing in power. It is said that they have also 
been assured Miss Bhutto will not repeat 
one move her father made soon after he be- 
came president in 1971: he sacked a large 
number of civil servants and replaced them 
with party hacks. 

These deals will limit Miss Bhutto's 
power over the central government. The 
voters, without any help from wheeler-deal- 
ers, have denied her control over the prov- 
inces. Her Pakistan People's party will con- 
trol only one of the four provincial 
assemblies. Punjab, where 5496 of Pakistanis 
live, will be run by Miss Bhutto's opponent, 


Mr Nawaz Sharif, a young businessman who — 


was chief minister of the province under Zia. 


The North-West Frontier Province and Ba- — 


luchistan will be run by coalitions. Only in 
Sind, Miss Bhutto's home province, will her 
party command the scene. 


" y 


The provinces are her first problem. 


Punjab bristles with anti-Sind passion. Pun- 


" * n P o6 
jabis are accustomed to running at least the — 


army and the bureaucracy, even when they 


concede the prime ministership to Sind. . 
Punjab now faces a Sindhi prime minister,a 
president from the Frontier, and, as army — 
chief of staff, a mohajir, a Pakistani of the 


breed that fled from India 40 years ago. 
The provincial governments are in 


charge of law and order, and they control | 


much local patronage. But the money comes 


from the centre, and Miss Bhutto will use - 


her power over the purse-strings to try to in- - 


fluence provincial policy. She may also try ` 


(as Indira Gandhi habitually did in India) to 
overthrow regional governments controlled 
by the opposition by cajoling assem- 
bly members who want the protec- 
tion of the central government. But if 


regional anger. 


ing with the smaller parties in parlia- 
ment, Miss Bhutto does not yet have 
a majority. That is not because she is 
a woman. One of the opposition lead- 
ers may be a woman: Miss Abida Hus- 
sein, the loudest and sharpest opposi- 
tion member in  Zia's tame 
parliament. Miss Bhutto may be able 
to woo more independents once she 
has taken office, but they will want 
jobs and other nice things in return 
for their support. That costs money. 
This is the politics Pakistan’s 


many of Miss Bhutto’s supporters 
were voting for. They voted for her 
because they remember her father as 


politicians know, but it is not what | 


she uses either tool, she risks stirring — 


Although she has been negotiat- — 
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a scourge of the rich. They may not be im-  - 


pressed to find his daughter horse-trading 
with the land-owners. 

Her party campaigned on a platform of 
lavish social spending. It promised, among 


other things, half a million new houses a - 


year, schooling for everybody and a govern- ` 
ment-led investment programme for heavy . - 


industry. The money will not be there. Zia 
left Pakistan seriously in hock both to for- 
eign bankers and to domestic creditors. Miss 
Bhutto will be faced with a choice between. 
high inflation and an IMF programme. If she 
chooses the IMF, the next three years of belt- 
tightening are already visible. 

Nobody in her party knows anything 
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about economics, and there is little govern- 
ment experience in the ranks. Most of her 
father’s old colleagues have left her. She can 
import advisers from the many clever Paki- 
stanis at the IMF and the World Bank, 
though without a parliamentary seat none 
of them can become a minister. She may 
have to keep on two of Zia's technocrats, the 
foreign minister, Mr Yaqub Khan, and the 
finance minister, Mr Mahbub ul Haq. 

And Miss Bhutto herself? "She's ma- 
tured,” Pakistanis say hopefully; but she has 
also won a reputation for arrogance almost 
as great as her father's. That is hard to 
square with the tact and restraint she will 
need to survive as prime minister. There are 
plenty of powerful people around who con- 
tributed to her father's fall, and who 
spurned her when she was out of power. Her 
father was himself brutally vindictive. Al- 
though Miss Bhutto abjures revenge for his 
execution, many Pakistanis fear that at heart 
she is her father’s daughter. 

The things that brought him down also 
threaten her. The army, the mullahs, the 
businessmen all watch her suspiciously. If 
she follows her father, they can throw her 
out too. 





= South Korea 


Neither forgiving 
nor forgetting 


FROM OUR EAST ASIA CORRESPONDENT 


FTER nine months as South Korea's 
president, Mr Roh Tae Woo is still try- 

ing to put some daylight between his govern- 
ment and that of his deeply unloved prede- 
cessor, Mr Chun Doo Hwan. The obvious 
way would be to continue to hound Mr 
Chun, which is what the opposition wants. 
But Mr Chun is a friend of Mr Roh. On No- 
vember 26th, three days after the former 
president apologised on television for his 
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government's misdeeds, Mr Roh himself 
popped up on the box to ask South Koreans 
to accept the apology "and put the matter to 
rest. 

The president sweetened the offer by re- 
peating earlier promises to free political pris- 
oners and compensate victims of the old re- 
zime. He said some of his predecessor's 
more illiberal laws would be scrapped. He is 
expected to order South Korea's two main 
intelligence agencies to stick to their jobs, 
and keep out of politics. 

These reforms are welcome, but they are 
unlikely to distract attention from the Chun 
regime. An. opinion poll taken after Mr 
Chun's apology reports that three-quarters 
of those questioned thought the ex-presi- 
dent should be made to testify before the 
parliamentary committees investigating old 
misdeeds. Fewer than 1896 believed Mr 
Chun 's claim that he was giving the state all 
his assets. In a poll taken after Mr Roh went 
on television, only 3596 of those questioned 
were satisfied with what he said. 

Parliament, where the opposition has a 
majority, is at present investigating what 
happened at Kwangju in 1980, when a series 
of demonstrations were put down with great 
brutality. According to the official figures 
200 people died; local people say it was 
many more. Mr Chun and Mr Roh, then 
both generals, were said to have given or- 
ders for the suppression of the demonstra- 
tions. If Mr Chun is made to give evidence 
about this, as some opposition members of 
parliament demand, Mr Roh is bound to be 
embarrassed. 

The star witness on November 30th was 
General Chung Seung Hwa, a former army 
chief. He described the coup that brought 
Mr Chun to power in 1979 as an act of mu- 
tiny for which he could have been executed 
under military law. Boch Mr Chun and Mr 
Roh have maintained that the 1979 move 
was not a coup but "a patriotic act to save 
the nation.” 

Mr Roh is planning major changes in 
his cabinet. Koreans expect nothing less. Six 
cabinet jobs are held by men appointed by 
Mr Chun, among them the foreign minister 
and the justice and finance ministers. How- 
ever, they are reckoned to be able people. In 
his efforts to break with the past, Mr Roh 
risks dropping some of his best men. 

Names are already being touted for the 
presidential election of 1993, although none 
of them looks a winner. The most promising 
on the government side, it seemed until re- 
cently, was the man who ran the Olympics, 
Mr Park Seh Jik. Then Mr Park turned out 
to have been involved in “re-educating’’ po- 
litical opponents under Mr Chun. On the 
opposition side, Mr Kim Dae Jung, the lead- 
er of the biggest opposition party, is the 
front-runner. But he was that in last year’s 
election, too—and lost, because the opposi- 
tion failed to unite. 





Japan 


Alien concept 


FROM OUR TOKYO CORRESPONDENT 


IA other rich countries, Japan is short of 
workers to do the hard, unskilled jobs 
its well-off people no longer want to do 
themselves. The rest of Asia has millions of 
unemployed people willing to work any- 
where at anything. There seems to be a logi- 
cal fit here—except to many Japanese, who 
fear that their supposedly deep-rooted cul- 
ture will wither if exposed to the presence of 
foreign workers. 

Japan has not always been so insular. 
When its emperor presided over a real em- 
pire, tens of thousands of Korean and Chi- 
nese immigrants sweated in Japanese mines 
and factories. But now Japan bans foreign, 
workers, except for a handful of speciali? | 
such as missionaries, Chinese cooks, Eng-^ 
lish-language teachers and those wearing the 
whitest of collars (such as bankers). Only 
60,000 foreigners have work visas for Japan, 
in a total labour force of 60m. 

Japan is so rich, and many of its neigh- 
bours so poor, that an extra 50,000-150,000 
foreigners are thought to be working ille- 
gally in the country. They come mostly from 
Pakistan, Bangladesh, China, Thailand and 
the Philippines. An illegal worker in Japan 
earns more in a week than he could in a 
month of toil back home. 

The more Japan’s labour market de- 
mands poor Asians, the harder Japan's gov- 
ernment strives to turn them away. The lat- 
est immigrants to have the door bolted in 
their face are from Pakistan and Bangladesh. 
From January, Japan will suspend an agree- 
ment that lets nationals of these countries 
enter Japan without a visa for 90 days as 
tourists. The Japanese authorites say thet» 
most Pakistanis and Bangladeshis, once 1 
the country, look for building rather than 
tourist sites. Last year 1,343 of them were 
caught working illegally and expelled. In the 


More where they came from 


illegal foreign workers in Japan 
Average number caught and expelled per month 
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first nine months of this year 2,601 were. 
Japan is also imposing tighter screening 
of Asian applicants for tourist and student 
visas. Students at Japanese-language schools 
are allowed to work up to 20 hours a week. 
Some of these schools are fronts for import- 
ing workers from China and elsewhere, and 
the government will be putting all of them 
under closer scrutiny to weed out frauds. 
Stiff penalties for Japanese employers 
who hire illegal foreign labour come into 
force at the end of this month. The authori- 
ties are already cracking down on the work- 
ers themselves. Building sites have been 





raided and illegal workers deported. Those 
who overstay their visas are being dealt with 
more strictly. Foreign lawyers, students and 
tourists are finding it difficult to get their vi- 
sas extended. Nearly 600 legal workers were 
refused visa renewals last vear. 

Stricter policing will not make the 
"problem" go away. It is natural for a gap to 
appear in the labour supply as a country gets 
richer. Many Japanese have wishfully argued 
that foreigners would not be needed because 
robots and housewives could fill the gap. It 
was always a silly argument, and is heard less 
now that the recent immigrants are seen to 





Japan's heaven-sent opportunism 


FROM OUR TOKYO CORRESPONDENT 


WO out of three Japanese say they are 

not religious. Yet the three main reli- 
gions, Shintoism, Buddhism and Chris- 
tianity, claim 214m followers between 
them, almost twice the number of people 
in Japan. Even atheists turn to religion ev- 
ery so often, selecting the cult that suits 
the occasion; but the Japanese do it in 
triplicate. The old joke is that it is com- 
mon for a Japanese to be blessed as a child 
by a Shinto priest, married by a Christian 
one and passed through to the next 
world by a Buddhist one. 

An opportunistic view of reli- 
gion is common enough in the 
West, although it is often accompa- 
nied by a twinge of guilt. This does 
not burden the Japanese. If an idea 
seems appropriate, use it, then re- 
turn it to its compartment until it is 
needed again. That is the Japanese 
way in politics, business and life. A 
Japanese might feel shame, but not 
guilt. Fortunately, the shame can 
be removed by saying sorry. When 
Japan apologises to a neighbouring 
country for a politician's remark 
justifying Japan's conduct in the 
second world war, this is consid- 
ered enough to discharge any ob- 
ligation. Such conduct may look 
shifty to westerners. To a Japanese 
it is entirely sensible. 

Japanese religion is, anyway, dis- 
tinctively national. The native religion, 
Shinto, is based on the ancient animist 
beliefs of farmers. Buddhism arrived from 
Korea in the middle of the sixth century 
and was assimilated over the centuries 
into Japanese sects. Christianity, a reli- 
gion more prone to guilt, was introduced 
by the Jesuits in the sixteenth century. 

Christianity has the fewest followers. It 
turned into something peculiarly Japanese 
after it was forced to go into hiding when 
Japan shut itself off from the world. The 
Japanese writer Shusaku Endo, who is a 
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Christian, set his novel "Silence" in this 
period. He has one of his characters say 
that from a Christian point of view Japan 
is a swamp: when the Christian sapling is 
planted in the swamp its roots rot. 

The sect of kakure kirishitan, "hidden 
Christians", which dates from the period 
of persecution, still survives in western Ja- 
pan—but follows a form of Christianity 
that western believers would have trouble 
recognising. Japan's city-dwelling Chris- 





A priest keeps abreast of the times 


tians, too, might seem a slightly different 
breed to a Christian from the West. He 
would be perplexed by a Christian-Shinto 
wedding. Half-way through the ceremony 
the bride changes from a wedding kimono 
into a white bridal gown. The white per- 
tains to fashion rather than faith. 

So is Japanese religion without spiri- 
tual meaning? This being lapan, nothing 
is that simple. Prayers are offered at ances- 
tors’ graves, no doubt sincerely; blessings 
are received at shrines; good fortune is 
sought from temples, Most homes have a 
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be doing the heavy or dirty work that house- 
wives do not want, and robots cannot per- 
form, at construction sites and in factories 
and the service trades. The demand for la- 
bour of this sort is so strong that wages for 
illegals in Tokyo have risen to a level only 
just below that for legal workers. 

The government is deeply split. The for- 
eign ministry wants immigrant workers let 
in. It argues that Japan must open its labour 
market as well as its other markets if it wants 
to satisfy the rest of the world. The labour 
ministry does not mind skilled foreigners 
but is against letting in unskilled ones. It is 





family altar: Shintoist, Buddhist or both. 
Every district has its shrine or temple. 

There is the practical side. Companies 
build shrines at their factories and offices 
to watch over their prosperity. The Tokyo 
Stock Exchange's new building was 
blessed on its opening, as all new build- 
ings are, by a Shinto priest. At Tokyo's 
Meiji Shrine, this correspondent exam- 
ined a prayer plaque (perhaps a tongue-in- 
cheek one) asking heaven to make its au- 
thor president of Dai-Ichi Kangyo Bank. 

Traditional Japanese arts such as tea- 
making, calligraphy and flower arrange- 
ment all had their origins in religious cere- 
monies, and remain closely tied to 
religion. Religion has long acted to 
stiffen the sense of Japaneseness; 
the rites retain that role, even if 
they have been drained of their 
theology. 

Religion has also been closely 
identified with the state, and one of 
the things that will be watched 
most attentively when Emperor Hi- 
rohito dies is what sort of role 
Shinto plays in the ceremonies of 
succession. The Meiji restoration in 
1868 established Shinto as the state 
religion. The government exploited 
the cult, making it the spiritual 
mainstay of the imperial state. lt 
proved an easy vehicle for ultra-na- 
tionalists to steer: first, in the 
1930s, in service of their war with 
China; then in the fight against 
America and the West. 

The American occupation after 
the war broke the formal link between 
shrine and state, and guaranteed freedom 
of religion. Well, up to a point. Japan's Su- 
preme Court recently ruled against a wid- 
ow's wish to give her soldier-husband the 
Christian burial he wanted. The court's 
view was that this would interfere with the 
religious freedom of Japan's war veterans 
to give their comrade the Shinto en- 
shrinement customary for a soldier. The 
veterans' claim was stronger than the wid- 
ow's—and the deceased's. Japan's only 
true religion is still being Japanese. 
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planning to propose a licensing system that 
would let employers bring in foreign work- 
ers if they show a clear need for them. The 
licences would be for a non-renewable two- 
year period. The workers could not bring 
their families with them and would have to 
leave when the licence was up. 

That is too liberal by far for the justice 
ministry, which controls immigration and 
the police. Justice ministry officials say let- 
ting in foreign workers makes the country 
less secure. They speak for many Japanese 
when they add that foreigners also threaten 
Japan’s homogeneity. The justice ministry is 
arguing against licences, on the ground they 
would amount to an unconstitutional 
discrimination between Japanese and for- 
eign workers. Like the ministry, many Japa- 
nese still feel that the best way to avoid 
discrimination against foreigners is not to 
have them there in the first place. 





Sri Lanka 


Enter Hydra 


URELY there must be something to re- 

port about Sri Lanka that is not wholly 
gloomy? Well, there's the tea crop. It is un- 
usually good this year. Unfortunately, much 
of it is likely to stay on the plantations. The 
roads from the tea-growing areas to the capi- 
tal, Colombo, where the tea would be auc- 
tioned, packed and exported, are unsafe. 
Some gets through, escorted by soldiers, but 
a lot of it will never reach the teapot. 

The tea is a metaphor for all of Sri 
Lanka, a country with an abundance of 
good things to offer the world, cash crops, 
precious stones, textiles, free-trade zones 
and tourism, but all of them stymied by a 
civil war that is getting more terrible each 
day. It is now taking on the character of Hy- 
dra, the monster of Greek mythology that 
grew two heads when one was cut off. 

Sri Lanka's only monster used to be the 
Tamil Tigers, who have been fighting tooth 
and claw for a separate state for the minority 
Tamils in the north-east of the country. Sri 
Lanka has not quite cut off the Tigers' head, 
but it has shooed them into the jungle with 
the aid of soldiers from India. But by bring- 
ing in the Indians, and by offering political 
concessions to the Tamils, it has created a 
second monster. 

The People's Liberation Front, gener- 
ally known by the initials vp (for its Sinha- 
lese name, Janata Vimukthi Peramuna), 
claims to speak for the island's Sinhalese 
majority. It is bitterly opposed to the provin- 
cial autonomy offered to the Tamils of the 
north-east, and to the presence of 50,000 In- 
dian soldiers in Sri Lanka, who came in as 
part of a deal designed to bring peace to the 
Tamil areas. The Front has declared war on 
the government of President Junius Jaye- 
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wardene for doing this deal, which, it says, 
has put Sri Lanka under India's thumb. 

Like the Tigers, the Front has a philoso- 
phy which is an unlovely and implausible 
mixture of Marxism and racism. Its aim is to 
disrupt the country so much that the gov- 
ernment will collapse. It has frightened the 
drivers of the tea lorries and destroyed the 
tourist trade. 

The Front is as brutal as the Tigers. 
Since the government signed the pact with 
India in July 1987 it is believed to have killed 
more than 600 people, mostly government 
supporters. In a 24-hour period this week it 
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Will the Indians sit tight? 
shot dead 15 people. In the rural areas of 
southern Sri Lanka, where most Sinhalese 
live, its word has become law. It forbids peo- 
ple to go to work; so there is no public trans- 
port, shops run out of supplies, hospitals 
have no medicine and there is a shortage of 
cash because banks do not open. 

The jvp’s target now is Colombo. Its 
posters went up in the capital this week de- 
creeing that all activity should stop on De- 
cember 5th. From that day even private cars 
will not be tolerated on the streets. The or- 
der will remain in force until December 
19th, when a presidential election is due to 
be held. It seems the Front plans to make 
that election impossible. 

It looks fairly impossible anyway. Were 
the country not near anarchy it would be a 
straightforward choice between Mr 
Ramasinghe Premadasa, the candidate of 
the ruling United National party, and Mrs 
Sirimavo Bandaranaike, the candidate of 
the main opposition group. After 11 years of 
United National party government under 
Mr Jayewardene (who is retiring), Mrs Ban- 
daranaike would probably win. She is a for- 
mer prime minister and has the right back- 
ground: all but one of Sri Lanka's 
governments during the 40 years since inde- 
pendence have been headed by someone 
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from one of the great political families, the 
Senanayakes and the Bandaranaikes. She is 
of high caste (as important to Buddhist Sin- 
halese as it is to Hindu Tamils), while Mr 
Premadasa is of low caste. 

Such rationalities no longer seem to 
matter as much as they did even a couple of 
months ago. Mrs Bandaranaike has hinted 
that she might pull out. She suspects that 
the government may be fixing the election. 
In Colombo suspicious opposition people 
mutter that 1.2m illegal voting slips have 
been prepared to stuff the ballot boxes. The 
story is a symptom of the malaise in Sri 
Lanka, a once rather decent country where 
previous elections have been mostly fair. Mr 
Jayewardene sought to counter the rumour 
this week by agreeing that foreign observers 
could monitor the election. 

Or Mr Jayewardene may call off the elec- 
tion, believing that it will end in chaos (even 
though the soothsayers claim it will be aus 
cious for Mr Premadasa). He would then 
continue as executive president, perhaps 
calling a parliamentary election, a popular 
move as there has not been one since 1977. 

Assuming the presidential election goes 
ahead, the winner, whether Mr Premadasa 
or Mrs Bandaranaike, will come to office on 
a promise to scrap the deal with India. Not 
only would the Indian soldiers be asked to 
go home, removing from Sri Lanka its most 
disciplined group on the side of law and or- 
der, but one of Mr Jayewardene's greatest 
achievements would be endangered. This 
was the highly successful election in Novem- 
ber of a Tamil-run provincial council for the 
island's northern and eastern districts. Vot- 
ers turned out in great numbers, despite a 
demand from the Tigers for a boycott. The 
council, which once seemed a hopeless 
dream, has now appointed a terrorist- 
turned-democrat as provincial minister. If 
the council collapsed, any hope of peace 
the north-east would be pver. 

These are agonising times for the 82- 
year-old Mr Jayewardene. He acted coura- 
geously in bringing in the Indians and press- 
ing ahead with some kind of Tamil self- 
government. The army is stretched to runs 
even essential services, but Mr Jayewardene 
has declined to impose martial law. He may 
not despair, but he finds it difficult to know 
what else he can do to hold his little country 
together. Getting rid of. Hydra took all the 
strength and guile of Hercules. 





China 


Woe is Wei 


LL fortune continues to be the lot of Mw 

Wei Jingsheng. China's best-known po- 
litical prisoner has been moved to Beijing 
from a labour camp in remote Qinghai prov 
ince in western China. Qinghai is China's 
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"Galileo Galilei” Computer image by Y. Apsan 


"The Sun revolves around the Earth" 


The Sixteenth Century Italian, Galileo Galilei 

one of the first true scientists, knew this then 
generally accepted truth, was just plain wrong 

He knew that the Earth turned and revolved 

around the Sun because he had made long and 
careful observations, measurements and calculations 
He had not guessed any of his answers. 


TEB - the bank for select clients and prime 
international correspondent banks, operates 

the same wav. Guesswork is unreliable. It is only 
careful calculations, based upon sound and 
extensive knowledge that gives TEB and its clients 
the power to succeed 






| Galileo Galilei, scientist ( 1564-1642) 








Galileo embraced modern scientific method courageously in an age of 
superstition and prejudice A mathematician fascinated witb the world 
about bim, be applied rigorous tests to all scientific knowledge 


He did not guess the answers to uwbat be could not find oul 





nilict with the old fashioned 
Natural Philos iphers and Church authorities He was forced to end 


bis life in silence but bis x entific reputation has echoed 
| round tbe world erer since 


His uncompromising views led bim into ci 








TEB combines a high level of financial prudence 
traditional banking if you like - with a full range 
of modern banking services. It is a leading foreign 
trade specialist; finding, funding and broking 

many transactions every year. 


TEB'S Advisory Services Department is unique 

in Turkev's banking sector. It is involved . 
in public stock offerings, mergers and acquisitions and 
investment projects Department's specialists also 

provide advice and assistance on legal matters, 

taxes, accounting and computer systems 
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version of the Siberian gulag. Yet Mr Wei’s 


move to Beijing’s Number One prison, said 
to be a “model” institution, will do little to 
ease his plight. In poor health from his years 
behind barbed wire, he is reported to be 
once more in solitary confinement. Like 
other “counter-revolutionaries’’, as the Chi- 
nese like to call political prisoners who will 


= not confess their "crimes", he is reckoned 


too dangerous to be allowed to mix with the 


— rest of the lags. 


Mr Wei was arrested in 1979, during the 


crackdown on the Democracy Wall move- 
= ment. That movement, which started with 
_ *people sticking up irreverent thoughts on a 
- Beijing wall, was at first encouraged by Mr 


Deng Xiaoping as a way of doing down his 


Forbidden again 


FROM OUR CHINA CORRESPONDENT 


HE emperors must be smiling in 

their tombs. From January the peas- 
ant hordes of the People's Republic will 
no longer be able to roam at will through 
Beijing's "Forbidden City". Time and 
tourism, it seems, are taking too heavy a 
toll of the 10,000-room palace that was 
built in 1406 and served as home for 24 
Ming and Qing dynasty emperors. 
Courtyards are crumbling and staircases 
are being worn away. And all the while 
the number of visitors grows—many 
now drawn by the ravishing scenes in 
Bernardo Bertolucci's film “The Last 
Emperor”. 

The curators are calling for commu- 
nism's usual remedy, rationing. They 
have a point. The average number of visi- 
tors is 30,000 a day; one day last summer 
almost 100,000 came. Even in the icy 
Beijing winter thousands of ordinary 
Chinese—wrapped in layer after layer of 
unwashed clothing to keep out the 
cold—shuffle through the extensive gar- 
dens and buildings. 

Their curiosity is natural. The For- 
bidden City got its name because until 
the communist revolution it was re- 
served for the emperor and his entourage 
of wives, concubines, eunuchs and re- 
tainers. The Chinese gaze in awe at the 
imperial relics; some foreigners realise 
that bigger treasures were spirited off to 
Taiwan's National Palace Museum by 
Chiang Kai-shek's defeated government. 

Some visitors are worth more than 
others. Of the 25,000 entrance tickets 
which will be made available each day 
next year, 10,000 will be reserved for for- 
eign tourists—obliged to pay with For- 
eign Exchange Certificates that can be 
bought only with hard currency. There 
will be additional charges for some at- 
tractions within the palace. The motive 
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conservative enemies in the Communist 
party. Then it got out of hand and Mr Deng 
squelched it. Mr Wei not only suggested that 
China's people ought to have the right to 
choose their own leaders. He also had the 
audacity to point to the obvious, that Mr 
Deng himself was no democrat. He was sen- 
tenced to 15 years in jail. 

He is unlucky in other ways. The plight 
of political prisoners in China arouses little 
of the passion abroad that from time to time 
has helped prise open the gates of the Soviet 
gulag. Mr Wei's name has none of the famil- 
iar ring of a Sakharov, an Orlov or a 
Shcharansky. Although organisations such 
as Amnesty International try to keep track 
of Chinese political prisoners, they have lit- 








Too good for the peasants 


is clear enough: tourism is a lucrative 
source of foreign exchange. Last year 
26.9m foreign tourists arrived in China, 
1896 more than in 1986 and 15 times the 
figure for 1978, when China first opened 
up to the outside world. More to the 
point, they spent $1.8 billion last year, 
1596 up on 1986. 

Most foreigners will not begrudge the 
new charges. The Forbidden City is one 
of the few tourist sites in China (the 
Great Wall is another) that do not disap- 
point western dreams of a China of ori- 
ental mystery. Elsewhere, proof of Chi- 
na's millenniums of civilisation has been 
destroyed, either by rampaging Red 
Guards during the cultural revolution or 
by the drab concrete structures needed 
to house a population that has almost 
doubled in a generation. 
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tle information to go on. China's own dissi- 
dents are not efficient at counting the suffer- 
ers, let alone keeping their names in the 
world's eye. 

Chairman Mao in one of his dottier mo- 
ments declared that 3-596 of Chinese were 
"enemies of socialism". But since Mao’s day 
millions of Chinese arrested during the cul- 
tural revolution have been rehabilitated. 
Today you are more likely to be arrested in 
China for being a Tibetan nationalist or a 
religious convert. 

That makes the likes of Mr Wei seem 
thrice unlucky. Some of his views on democ- 
racy are now expressed publicly by others 
who have so far managed to stay out of jail. 
Mr Fang Lizhi, an astrophysicist who is 
called China's Sakharov because of his out- 
spokenness and his frequent brushes with 
party authority (although the two men 
would not see eye to eye on many things), 
has had his permission to travel abroad 
voked again. That has not stopped him frór 
repeating the heresy that got him expelled 
from the party after student demonstrations 
in 1987: that Marxism is irrelevant to 
China, which needs real democracy instead. 

Mr Liu Binyan, a journalist who was also 
expelled from the Communist party in 1987 
and is now on a fellowship at Harvard, has 
taken up another of Mr Wei's themes, 
though without naming names. The man- 
made calamities that have befallen China 
over the past 30 years cannot, he wrote re- 
cently, all be laid at the feet of Mao or the 
Gang of Four. Plenty of other Chinese, in- 
cluding some who claim to have suffered un- 
der Mao, have a lot to answer for. In their 
day they were not averse to trampling on 
other people's freedoms. 

China's controlled press reveals a coun- 
try in which the death penalty is common 
for crimes that would not be capital offences 
elsewhere. It is no secret that in some pla 
the police use torture to extract confessio 
Chinese officials insist that such incidents 
are less the result of bad politics than of Chi- 
na's primitive legal system, and the difficulty 
of extending eontrol to remote areas of the 
huge country. 

One such remote area, Gansu province 
in western China, caused a stir on Novem- 
ber 23rd when its local.parliament approved 
a law directed against people with inherited 
mental defects. They will have to be steril- 
ised before marrying—or indeed if they are 
married already. Pregnant women with men: 
tal handicaps will be required to have abor- 
tions. According to the People 5 Daily 
more than 270,000 people in Gansu, 1.3% 
of its population, are mentally retarded 
though only about 10% of them are consid 
ered handicapped enough to come withir 
the new law. Far from being embarrassed by 
this measure, officials at the health ministry 
in Beijing confirmed that the law may even 
tually be extended to the whole of China. 
————-— ————"————— —— 
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AMERICAN SURVEY 


The new, gentler Bush 


WASHINGTON, DC 


HO is that confident aristocrat, at 

ease, in control and enjoving himself? 
Mr George Bush, comfortably at home 
where he has so long wanted to be, is pub- 
licly revealing an aspect of himself that most 
outsiders, in recent years, have had to take 
on trust from his friends. 

To his non-intimates, Mr Bush 
sas seemed to be a man of curiously 
elusive identity. Those identities, or 
public perceptions of identities, that 
were plainly inappropriate for a presi- 
dent-elect have slid out of view, per- 
haps to be forgotten. Oone is the 
screechy-voiced candidate program- 
med to win an election by means fair 
or foul. Gone is the shadowy vice- 
president whose fealty to his leader al- 
lowed him to see, hear and speak no 
evil. Gone is the goofy wimp, the car- 
toonists' delight. 

A certain lack of definition re- 
mains, but it works now to the presi- 
dent-elect’s advantage. Conservative 
and moderate Republicans alike 
claim him for their own, and both can 
find evidence to support their claims; 
Mr Bush's political history shows that 
he has, at different times, been all 
things to all Republicans. Now the 

ht and the centre recreate him in 

eir own image. He is a conservative 
at heart, insist some right-wingers; he 
may even, add the most hopeful 
among them, deliver more for the 
cause in his practical hands-on way 
than did President Reagan, that de- 
tached visionary. No, argue centrists, 
he is a Republican of the older, more 
moderate, school, and is drawing like- 
minded men around him; there will be no 
place in a problem-solving, pragmatic Bush 
administration for ideological buccaneers. 

The stern American media, resentful of 
its manipulation by candidate Bush, is on 
the way to being won over by the blandish- 
ments of President-elect Bush. For a start, 
Mr Bush is accessible. He calls the press in 
for impromptu briefings when he has new 
appointments to announce and allows am- 
ple time for questions; no longer a foot-in- 
mouther, he is deft and quick and good-hu- 
moured, flattering reporters by knowing 
their first names. The press who followed 
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To the manor born 


him to his Kennebunkport home in Maine 
for Thanksgiving were invited in for wine 
and cheese and a relaxed look at the house; 
they reported his jokey lord-of-the-manor 
exchanges with the local fishermen (in- 
structing them, for instance, to blame the 
Secret Service if their lobster pots got tan- 
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gled up in the propellers of his speedboat). 
That sort of thing, during the campaign, 
would have been censored for its whiff of 
east-coast elitism. 

Press reports that Mr James Baker, who 
ran Mr Bush's presidential campaign, would 
continue to run the presidency as an ersatz 
prime minister were quickly and quietly bur- 
ied. Mr Bush was his own man, came the 
new reports, and would do things his way. 
Mr Baker would be confined strictly to the 
State Department, and, even there, would 
be obliged to put up with Mr Bush's particu- 
lar interest in foreign policy. Mr Bush's 
choice of Governor John Sununu as White 





House chief of staff was interpreted, in part, 
as a mild snub to Mr Baker who had wanted 
somebody else in the job. The message, 
drummed in at every opportunity, is that Mr 
Bush himself will be in charge. 

Mr Bush talks, less felicitously than is 
usual for him these days, of "this marvellous 
Martin Van Buren transition". He means 
that he is the first sitting vice-president to be 
elected president since Van Buren in 1836 
(but Mr Kevin Phillips, a Republican seer, 
points out that Van Buren, like other "sec- 
ond-echelon presidents" who followed a 
strong two-term president, failed to win his 
own re-election). The transition allows him, 
at least in theory, to swing between 
continuity and change, benefiting 
from his inheritance while devising 
his own alterations. 

Most of his appointments, at this 
stage, suggest continuity over change, 
with senior jobs going to men who 
have served Mr Reagan or Mr Bush 
or both. Loyalty is a virtue that Mr 
Bush values deeply (it is one of the 
qualities that prospective candidates 
are screened for) and practises him- 
self. The one maverick appointment 
that Mr Bush has so far made, largely 
on his own, was his choice of Senator 
Dan Quayle; although Americans 
have grown bored with Quayle jokes, 
they have not, as yet, grown much 
closer to respecting him as their pro- 
spective vice-president. 

The undisputed change will be in 
style, in the way the new administra- 
tion will work. Mr Reagan's method 
was to set clear guidelines and then to 
sit back and wait for it all to happen. 
Mr Bush has set few and fuzzy guide- 
lines but will be on the job, day by 
day. He is now preparing the ground, 
talking of the talks that are to come. 
He journeyed to Alabama to meet Re- 
publican governors, he had a morn- 
ing session with Republican senators, 
he attempted, over a brief lunch of ham- 
burgers and chips, to end the deep-down 
hostility that has existed between him and 
the Senate minority leader, Mr Robert Dole. 
He telephoned Maine's Senator George 
Mitchell, che new majority leader (see next 
page), to congratulate him (and was, in turn, 
congratulated for having made Maine his 
home), he met environmentalists, he had 
lunch with the Rev Jesse Jackson (who of- 
fered his views of what a kinder, gentler na- 
tion might really mean), he will see Gover- 
nor Michael Dukakis in Washington on 
Friday afternoon. 

The interest in Mr Bush's words and 
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deeds is a little confusing. He is still, after all, 
vice-president in a Reagan administration 
(an administration, moreover, that is spend- 
ing its last few weeks, in the dim shadows 
behind the Bush glow, doing two or three 
things that could turn out to be liabilities for 
its successor). The budget deficit is too 
pressing, it has been said, and the Demo- 
crats too edgy, for President Bush to be al- 
lowed much of a honeymoon after January 
20th. But President-elect Bush has aroused 
cautious enthusiasm and Democrats are pre- 
paring to be conciliatory—if Mr Bush makes 
the first move. The partners are merely co- 
habiting but the honeymoon, it seems, may 
have already begun. 





The Senate 


Quality over 
precedent 


WASHINGTON, DC 


EMOCRATS in the Senate, hungry 

for a clear message, have picked a 
good messenger. The new Senate majority 
leader, Maine's Senator George Mitchell, is 
endowed with intelligence, humour and 
other sound virtues; but the quality that en- 
sured his election by his Democratic col- 
leagues is his talent as a convincing 
communicator. 

This election broke with precedent. 
Senators, and representatives, tend to be 
guided by personal and in-house matters 


Byrd and Mitchell, the other transition 
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when they elect their leaders; they swing to- 
wards the man to whom they owe a favour, 
who will not keep them sweating on the Sen- 
ate floor all night, whose wife plavs tennis 
with their wives. The campaign is subtle, cir- 
cuitous and courteous; the vote secret. But 
this time the senators' minds were concen- 
trated by the loss of a presidential election 
that the Democrats had once believed was 
theirs to win. 

The choice lay between Senator Daniel 
Inouye of Hawaii, a distinguished par- 
liamentarian elected to the Senate in 1962, 
Senator Bennett Johnston of Louisiana, a 
grand-master at legislation elected in 1972, 
and, trailing the other two in seniority and 
legislative experience, Mr Mitchell, who was 

| Deos | - 

appointed to khe Senate in 1980 to fill the 
seat vacated by his patron, Mr Edmund 
Muskie. Mr Mitchell campaigned as an orga- 
nisation man. As chairman of his party's 
senatorial campaign committee he helped to 
win seats for 11 new Democrats in 1986, re- 
turning the Senate to Democratic control. 
He played down his televisual skills (and 
promised his colleagues that he would not 
hog the spotlight). His chances were not, at 
first, rated high, but Mr Mitchell is a tena- 
cious fighter. At the first ballot on Tuesday, 
he was just one vote short of a majority; he 
went on to be elected by unanimous ac- 
clamation. 

Aged 55, and the son of a janitor, Mr 
Mitchell has the judicious manner of a man 
who was once a federal judge. His unques- 
tioned probity is a bonus at a time when the 
leading Democrat in the House of Represen- 
tatives, the Speaker, Mr Jim Wright, is em- 





broiled in questions of ethics. 

Mr Mitchell came to public notice dur- 
ing the lran-contra congressional hearings 
(chaired, ironically, by Mr Inouye). Mr 
Mitchell's questions were fair and to the 
point: he checked Lieutenant-Colonel Oli- 
ver North's outbursts on patriotism by 
calmly pointing out that an American could 
disagree with the colonel on the Nicaraguan 
contras and still love his country. His talent 
at conveying sober sound sense landed him 
with the job of responding to President Rea- 
gan when the hearings came to an end. 

As majority leader, Mr Mitchell will 
schedule legislation and set the tone for 
budget negotiations. His agenda includes 


Byrd's nest 





HED not a tear for Mr Robert 

Byrd, for 12 years the powerful, 
but unloved, leader of the Senate's 
Democrats. Though Mr Byrd has 
now handed his mantle to Mr George 
Mitchell, in the new Congress he may 
be even more powerful than he was 
before. 

By dint of seniority, Mr Byrd gets 
two new roles in place of the one he 
had. He will be the new chairman of 
the Senate Appropriations Commit- 
tee, which will afford him many an 
opportunity to direct money to (or 
away from) his colleagues’ pet 
projects. Political favours are still 
part of the Senate's currency; Mr 
Byrd will continue as an influential 
banker. 

Mr Byrd will also become Senate 
president pro tempore. A generally 
honorific post (it goes to the senior 
member of the majority), it is none- 
theless one that will allow Mr Byrd to 
wield the Senate's gavel. Mr Byrd's 
power in the Senate has rested to a 
great extent on his detailed knowl- 
edge of the Senate's esoteric rules, 
and his consequent ability to pro- 
mote or block legislation as he sees fit. 
Republicans may be excused if the 
thought of the highly partisan Mr 
Byrd sitting above the fray, rule book 
in hand, makes them a little queasy. 

So unnerving is the idea, in fact, of 
Mr Byrd in the chair that some Re- 
publicans have been considering an | 
unlikely saviour, Mr Dan Quayle. As | 
the actual Senate president, Mr 
Quayle can take the chair from Mr 
Byrd any time he wants it. Having Mr 
Quayle do this on more than the odd | 
occasion would be a break with re- | 
cent tradition. Still, it would scupper | 
Mr Byrd and, parenthetically, would 
be something for Mr Quayle to do. | 
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the federal deficit, health costs, child care 
and the environment. On an NBC talk-show 
before he was elected, Mr Mitchell made it 
plain that senators would wait to hear Mr 
Bush's plans on the deficit before advancing 
any ideas of their own. They would then 
"see if there's anything in there we can sup- 
port. | expect there will be." 

Mr Mitchell is an advocate of progres- 
sive direct taxation. He opposed a rise in the 
petrol tax in 1982, and during the tax-re- 
form debate he was against the cut in the top 
tax rate. He now says that it would be “the 
height of foolishness” for Congress to pass a 
tax increase that Mr Bush could then veto. 

Mr Mitchell is a north-easterner with a 
liberal voting record. Republican senators 
cheered when they heard of his election, 
foreseeing the defection of southern Demo- 
crats and the formation of a new conserva- 
tive consensus in the Senate. "Swimming 

ainst the tide of national politics", said In- 
B. Senator Richard Lugar about the 
Democrats. Although his region and his 
philosophy are unpopular these post-elec- 
tion days, Mr Mitchell, a tough business-like 
liberal, may be able to articulate the themes 
that will help draw his disconcerted party 
together. 





Iran-contra 


Do something 


WASHINGTON, DC 


HE threat to expose state secrets, called 
"greymail" .by the prosecution, could 
yet rescue Lieutenant-Colonel Oliver North 
from the trial that is otherwise expected to 
start in late January. President Reagan is 
forcefully urged by conservatives to pardon 
both the colonel and his superior, Vice-Ad- 
g- John Poindexter, who is to be tried 
ter on the same main charge of conspiring 
to defraud the American government. 
(Americans appear indifferent to the fate of 
the other two co-conspirators on the indict- 
ment, Messrs Richard Secord and Albert 
Hakim.) Mrs Reagan is said to believe, no 
less forcefully, that a presidential pardon 
would do her husband's reputation no 
good. So the president's stock answer, re- 
peated recently, is that the legal process 
should first be allowed to run its course. ° 
Now Judge Gerhard Gesell has added 
his exasperated voice to the will-he, won’t- 
Mhe speculation on a presidential pardon. He 
warned the Reagan administration that it 
ight be impossible to prevent secret in- 
oiii from becoming public in the 
icourse of the trial. If the White House is 
alarmed by this "imminent prospect”, it 
pu consider speedy action to prevent it 
rom happening. 
The judge, in effect, is challenging the 
lipresident either to pardon Colonel North 
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Want to know a secret? 


or to let the trial go ahead, relatively unob- 
structed. The suspicion has grown that the 
Reagan administration, which has dragged 
its feet all along, will choose neither course; 
it will, instead, attempt to bring the legal 
process to an undramatic and, from its point 
of view, satisfactory conclusion by blocking 
the release of classified documents and evi- 
dence that Colonel North claims are neces- 
sary for his defence. If the defence is denied 
essential evidence, the judge could be 
obliged to rule that all or some of the 
charges against Colonel North should be 
dismissed. 

The defence and the prosecution, led by 
Mr Lawrence Walsh, the special prosecutor, 
are both relying on the use of classified ma- 
terial. On November 30th the court went 
into secret session—the actual trial must, 
under the constitution, be completely 
open—to hear Colonel North's objections 
to the deletion of sensitive names and in- 
formation from the 350 documents that the 
prosecution wants to use in evidence against 
him (documents in the lran-contra congres- 
sional hearings were striped in black ink to 
block out impermissible words like “ls- 
rael"). And Mr Gesell has given Colonel 
North's lawyers until December 19th to sub- 
mit a definitive list of the secret documents 
that they, in their turn, want to produce in 
court, and summaries of the secret testi- 
mony they want to elicit from witnesses. 
This advance information would not be 
shown to the prosecution. The colonel, ear- 
lier on, served notice that he might want to 
use as many as 3,500 documents, covering 
40,000 pages, of secret material; the judge 
has yet to rule on that request. 

In addition Mr Gesell has given warning 
that he would have very little control over 
the sensitive information that a witness "ac- 
quainted with high security matters" might 
reveal under probing cross-examination by 
the defence lawyers. The judge made it plain 
that he would not allow "classification ex- 
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perts” to bounce up and down in his court 
telling a witness to shut up; the security issue 
had to be settled before the trial. 

Mr Gesell's testy impatience with Colo- 
nel North, his lawyers and the White House 
has been growing. On November 30th he re- 
jected the defence's motion to dismiss the 
key charges against the colonel. He allowed 
one minor charge to be dismissed but 14 still 
remain. The colonel is accused of conspiracy 
to defraud (which in this sense can also 
mean deceive) the government by setting up 
a secret operation to support the Nicara- 
guan contras, of stealing government prop- 
erty, of lying to Congress and obstructing 
congressional inquiries. The judge is plainly 
fed up with the high-falutin’ arguments in- 
vented to block a trial that he would like to 
begin next month. But, at the same time, he 
has no stomach for expensive and exhaust- 
ing proceedings if these turn out to have 
been orchestrated to end, for security rea- 
sons, with a whimper. 


Air fares 


Taking off 


UYING an airline ticket inside the 

United States is no simple matter. 
About. 90% of the fares on offer are dis- 
counted in different ways; there are 
Supersavers, Maxsavers, Ultrasavers, excur- 
sion fares and walk-up fares. And they 
change daily, hundreds of thousands of 
times as computers calculate how best to 
maximise revenue; these calculations are 
watched continuously by rival airlines anx- 
ious not to be caught napping. 

But there was little mystery about the 
move, led by Continental Airlines in mid- 
November, to increase fares for some two- 
thirds of its passengers: businessmen in a 
hurry and more leisurely travellers primarily 





A pricier ride 
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interested in inexpensive travel and able to 
buy their Maxsaver tickets well in advance. 
No longer will businessmen be able to buy 
discounted fares three-seven days before 
they have to fly; they will have to pay the full 
coach fare. For someone flying from Newark 
to Los Angeles, for example, the price will 
rise from $365 to just under $500. Maxsaver 
fares will rise about 896. 

Prices have, in fact, been creeping up all 
year and are expected to average 796 more in 
1988 than they did in 1987. Continental 
and the other airlines that followed its ex- 
ample—United, Braniff, Delta, Twa and 
Northwest—timed their step well; from now 
until Christmas most of their aircraft will be 
packed. The testing time will come after the 
holidays are over, when discounts come into 
their own. 

The airlines feel that the rises are more 
than justified. Taking the industry as a 
whole, the government estimates that prof- 
its amounted to 4.996 of revenues in 1986 
and 7.396 in 1987; as a return on investment 
they earned only 296, far less than the aver- 
age on companies included in the Fortune 
500 list. And they face heavy bills for the 
new equipment ordered by the government 
to make flying even safer. 

Many observers of what has happened 
to the industry in the ten years since it was 
deregulated have little sympathy with such 
arguments. Professor Alfred Kahn, the fa- 
ther of airline deregulation, confesses that 
he is deeply troubled by the winnowing out 
of the small airlines, which sprang up and 
which he had expected would provide effec- 
tive competition for the giants of the indus- 
try. Instead itis the small and underfinanced 
airlines that, with two exceptions, have gone 
under, leaving only eight giants in the skies. 

The professor, who ran the Civil Aero- 
nautics Board under President Carter, puts 
the blame on the transport department's 
“abysmal dereliction” over mergers that ate 
up the small fry: of the 11 cases it consid- 
ered, it approved 11. Other developments 
that have made it hard for small airlines to 
survive—except as feeders for the giants— 
include the hub system that prevails at most 
large airports. It is usual for each of these 
hubs to be dominated by one of the large 
airlines, which monopolise the gates, forcing 
their competitors to look elsewhere for hubs 
of their own and leaving small airlines no 
room to grow, At some of the busiest air- 
ports, in Chicago, the two in New York and 
in Washington, DC, the giants are thor- 
oughly in control. 

Even so, some of the airlines that fol- 
lowed Continental in announcing an in- 
crease in fares are backing away from the 
plan. Continental itself and Eastern, also a 
subsidiary of Texas Air, are expected to an- 
nounce that January will bring some fare re- 
ductions, although they will not offset the 
increases of recent months. 
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Hacial races 


CHICAGO 


EARLY a year after Mayor Harold 

Washington died at work of a heart at- 
tack, the Illinois Supreme Court has cleared 
the way for what promises to be the most 
racially driven municipal election in the 
country. At stake are the two years left of 
the second term of Washington, the city's 
first black mayor. 

The state's high court, resisting pressure 
to give mayoral aspirants more time to col- 
lect support, set February 28th for a special 
mayoral primary contest and April 4th for a 
general election. The contestants are already 
lining up. 

Since the late mayor's death—at the 
peak of his political control over a coalition 
of black voters and white liberals—blacks 
and lews have fallen out. The catalyst was 
Mr Steve Cokely, a follower of Mr Louis 
Farrakhan, a Muslim minister. Mr Cokely, 
among other things, accused Jewish doctors 
of injecting AIDS into black children. At 
first, black public officials, including the act- 
ing mayor, Mr Eugene Sawyer, averted their 
eyes while Jewish leaders smouldered over 
their silence. 

At the same time the unity of blacks was 
splintered by a struggle for succession. The 
Rev Jesse Jackson set up shop in Chicago af- 
ter the presidential campaign. Mr Jackson 
has been trying to play kingmaker to 
maximise the influence of the blacks, who 
make up about 4396 of the city's voters. But 
Mr Jackson received only 2-496 of the white 
vote in Chicago in the presidential primary, 
so any black contender with his blessing 
risks losing the 15-1896 of the white vote 
that put Washington into office last time. 
Racial polarisation forced all secondary 
white candidates to drop out in the 1987 
race. 

The biggest loser from the court deci- 
sion was Mr Sawyer, a Democrat, who has 
failed to gather support since the City 


w 4 


Sawyer, Evans, Daley: all Democrats, one a winner 





Council elevated him from alderman to act- 
ing mayor. He lost control of the council, 
which Washington had seized at the end of 


his first term. 

Dubbed “Mayor Mumbles" for S 
nearly inaudible and evasive answers to 
press questions, he has once again proved 
that Chicago's City Hall is worth more in 
money than in popularity. Although news 
paper polls rank him among the weakest 
contenders, Mr Sawyer has raised $2.5m for 
a campaign that he has not yet formally 
entered. 

In a jumbled field, the two top prospects 
are Mr Timothy Evans, a black alderman 
trying to claim Washington's mantle, and 
the state attorney, Mr Richard Daley, the 
son of the mayor who perfected the last of 
the big city machines. Both are Democrats. 
The Republicans' new shooting star, a Dem- 
ocratic chairman who turned his coat, Mr 
Edward Vrdolyak, burnt out in a minor 
county race this month. 

Preference polls showed that Mr Evans 
had the greatest support among blacks when 
he entered the mayoral race. But he has 
raised only $100,000 of the $1.5m his ad 
ers say he needs. Mr Daley, buoyed by his ré 
election in November with 6696 of the Cook 
County vote, will reveal his electoral plans 
soon. Though he came in only third to 
Washington in the 1983 mayoral contest, 
Mr Daley will have no trouble raising big, 
money, for his backers sense that the black 
electorate is divided and liberal whites have 
grown sour. 

Though Mr Evans served as floor leader 
in Mayor Washington's City Council, he 
will have trouble duplicating the mix ofi 
blacks and reform-minded whites that 
elected his mentor. Mr Evans lacks the late 
mayor's grandiloquence, and faces compe- 
tition in his own ranks from Mr Sawyer andi 
a third black Democrat, Alderman Danny 
Davis. 

Mr Evans's hardest task will be winning 
the white voters, largely from liberal wards 
in the north, along the shore of Lake Michi. 
gan, that helped to put Washington over the 
top. His supporters insist that he spoke ou 
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quickly and firmly against Mr Cokely and 


his charges, but he has been slow to produce 
the evidence. 

Other white candidates, all Democrats, 
include Alderman Edward Burke, Mr Ed- 
mund Kelly, who used to run the parks, and 
Alderman Lawrence Boom. Some mav defer 
to Mr Daley should he decide to run. 

Demographic changes in older Chicago 
neighbourhoods have shrunk Mr Daley's 
most reliable political base, but have given 
him new potential in booming gentrified ar- 
eas. An urban scientist, Mr Pierre Devise, 
estimates that the city has lost 696 of its 





Mile high 


DENVER 





population since 1982, with much of the 
flight from old white ethnic enclaves in 
the north-west side of the city. Black reg 
istration has remained fairly stable, though 
black turnout was low in the presidential 
election. 

Ethnic decline has been offset by suc- 
cessful voter-registration drives in lake-front 
areas. There, gay residents have been 
politicised by the failure of a gay-rights 
ordinance to pass; and conversion of lofts, 
new construction and other housing re- 
habilitation have attracted affluent young 
professionals. 





and down in the dumps 


A. one of a series of occasional articles on America’s larger small cities, we 
look at Denver, which has little to exploit except its geographical position 


and the energy of its people 


EC A mile above the sea, at least 
wy 1,000 miles from either coast 

- and 400 miles from the nearest 
» large city, Denver is on its own. 
ieee. It is a city whose brimming self- 
confidence, reflected in the smoky mirrored 
glass of its skyscrapers, has taken a beating. 
Five years ago, when the oil price fell, Den- 
ver was hit hard. Those skyscrapers were 
built with petrodollars (many of them Cana- 
dian or Arab). They were filled with drilling 
companies and consultants all feeding off 
the periphery of the oil industry. Born in a 
gold-and-silver rush, Denver was nourished 





E A 





Wired for cable, and ready to go 
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on the inflation of the 1970s: on rising com- 
modity and property prices. lt was not 
equipped for the disinflationary 1980s. 
Now the skyscrapers are almost one- 
third empty. House prices have fallen by up 
to 7096. The population, which grew at a 
giddy pace for several decades, is actually 
shrinking. Denver needs a new line of work. 
It took a look at itself in the mid-1980s, 
when things went wrong, and decided that it 
lacked the assets of a big city. Its convention 
centre was too small (every American city 
has to have a big convention centre). It had 
too few hotel rooms (to accommodate all the 
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people who were not attending conventions 
there because the centre was too small). Its 
airport was too small (to handle all the air- 
craft carrying passengers who were changing 
planes in order to attend conventions in 
other cities). And it had no electric trains (to 
carry all the conventioneers from their too- 
few hotels to their too-small convention 
centre). 

So: Denver is building a new conven- 
tion centre. It has plans for more and bigger 
hotels. It will soon build a new airport. And 
arguments rage about commuter trains. By 
the mid-1990s Denver will be what it aspires 
to be: the great metropolis of the Rockies. 
But will it regain its confidence? 

Until 1983 Denver's politicians were lit- 
tle concerned with business, except as an en- 
emy. Governor Richard Lamm made a name 
for himself by turning down the winter 
Olympics in the name of environmentalism. 
After Denver got a reputation for foul smog, 
especially in winter, controlling the heady 
growth became the main task of politicians. 
That has changed, with a vengeance. The 
smog (which is anyway becoming less trou- 
blesome thanks to a winter programme of 
putting high-oxygen fuel in the city's petrol) 
takes second place to attracting business. 

Denver has never had big business. Its 
biggest home-grown enterprise is Coors, a 
brewer, which employs only 10,000 people 
locally. Most of Denver's other employers 
are mere branch operations or regional of- 
fices (notably of the federal government, for 
which 2596 of Denverites work). The city's 
only claim to business fame is that it is prob- 
ably the cable-television capital of the 
country. 

It owes that distinction to its central 
geographical position. That, says a new 
breed of Denver booster, is what the city 
must sell. It lies just 300 miles from the point 
(in Kansas) where two lines drawn linking 
opposite corners of the United States would 
cross. It is the only city in America that can 
send telephone signals to both Europe and 
Japan using only one satellite for each. As 
the airlines long.ago discovered, it makes a 
natural "hub" where Pacific traffic meets 
Atlantic. It is a good spot from which to dis- 
tribute goods and people to the whole 
country. 

Hence the importance of the new air- 
port. In 1928 Denver’s Mayor Ben 
Stapleton earned the city’s ridicule when he 
built an absurdly large airport an absurdly 
long way from the city. Today Stapleton air- 
port is famous for being both conveniently 
close to the city centre and inconveniently 
small: if clouds appear (which they rarely 
do), only one aircraft can land at once, so 
close together are its two runways. That 
messes up connections all over the country. 

So Mr Federico Pefia, the present 
mayor, convinced that nothing more could 
be done to expand Stapleton, has set about 
trying to repeat his predecessor’s foresight 
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this year, after an expensive and divi- 
battle, he won a referendum in Adams 
ounty to build the new airport there. lt is 
ike suburban residents to vote for air- 
orts in their own back yard. But Stapleton 
‘also in Adams County, so more locals 

ere voting to get rid of noise than to wel- 


à . Strangely, the airlines have been less 
elcoming. The city is now locked in legal 
attles with the two main users of Denver, 
ited and Continental. They say that the 
or cannot pay for the airport ($1.6 bil- 
on) in the way he intends: $500m from the 
al government, up to $40m a year from 
eton’s concessions, car parks and fuel 
nd the rest in revenue bonds repayable 
the new airport's profits. What they 
fear is the loss of their cosy duopoly of 
rowded airport. They would rather delay 
sengers than share the market. 
"he new airport will cover more ground 
allas-Fort Worth's (itself bigger than 
hattan) and Chicago's combined. It will 
e up to 110m passengers on six run- 
s. it will probably be the second busiest 
sort in the world. No wonder everybody 
Yenver talks about how it will transform 
‘ity when it opens in 1995 or 1994. 
ere is a precedent. Atlanta's new promi- 
e in the South owes much to its deci- 
án the 1970s to expand its airport, 
his now among the world’s busiest, 
ith 850 businesses established deliberately 
ear it. Denver hopes soon to follow Atlan- 
example, sending widgets and software 
ate consultants to all corners of the 





2 Denverites look to Atlanta for other les- 
is, too. The convention centre which 
aver will open in 1991, was consciously 
delled on Atlanta’s World Congress 
tre. Denver, says the convention cen- 
’s guiding light, Mr David French, will 
oon be Atlanta with skiing: an irresistible 
w for the organisers of big conferences. 
e convention centre is to pay for itself, 
m taxes on hotel rooms and hired cars. 
e chamber of commerce notes with relish 
t one recent conference (40,000 Lions 
ib members) did as much for the local 
onomy as a I 200-employee company 
ould do in a year. - 
Denver also wants to catch some of the 
eople who already pass through the air- 
ort, heading in winter for the ski slopes or 
Ysummer for the cool of the mountains. It 
ould like to persuade them to spend a bit 
time in the city. Perhaps this is why Den- 
er is being generous towards the arts. The 
ayor insists (controversially, in a time. of 
usterity) that each public project. should 
pend 1% of its money on art. In November 
he voters of the metropolitan region de- 
ided to raise from themselves a culture tax 
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las in 1974: bui id a a whole news airport. FA 





one-tenth of 1% on the sales tax. As well i 
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J. NEW YORK 


S LUST giving way to lucre? One 

might gather so from The Learning 
Annex, a New York-based chain of less- 
than-academic adult-education centres. 
The firm's best seller used to be a class on 
“How to Find a Lover". Nowadays, ap- 
parently, the company's predominantly 
yuppie clientele has a new favourite: 
“How to Start Your Own Business”. 

In 15 cities throughout America The 
Learning Annex offers an eclectic bill of 
fare. There are traditional pastimes— 
knitting and cookery, for example—but 
the firm's free, monthly magazine offers 
much more. Classes range from the prac- 











as an art gallery and a natural-history mu- 
seum, the city has spectacular facilities for - 


theatre and music, in the form of the Den- 
ver Centre for the Performing Arts. 


When Mr Don Sewall, publisher of the. 


Denver Post, suggested expanding Denver's 
theatres in the 1970s, he was flatly told by 
the then mayor that the theatre-going public 
in the city amounted to no more than 3,000 
people. A million of those 3,000 now come 
forward each year: more than for the city’s 


popular football team, the Denver Broncos. | 


Denver is the only stop for Broadway pro- 
ductions between St Louis and the west 


coast. It also often sends its own produc- | 


tions to the two coasts.. | 

. Denver is a liberal Democrátic Outpost 
in a conservative . epublican state. Its con- 
gresswoman, Mrs Pat Sc 
feminist who toyed last year with the idea of 
running for president. Its. mayor, Mr Peña, 









say his supporters, might do the same. At 





present, he eschews talk of national politics, 





classes on offer—and that there is not, 





~ people. According: 
ture capitalist, Mi 


Schroeder, is a liberal V 
 consumes 3% of Am 





tical ("Understanding the Financial. 
Pages") to the bizarre (belly dancing or^ 
firewalking), from the erotic (“Taoist 
Tantric Sex" or "How to Strip for Your 
Man’’) to the neurotic ("How to Begin 
and Continue a Conversation" or "Stop - 
Smoking Now’’). | 

Grouped on a page headed the "Meet 
Market” are courses for singles (or so it 
must be assumed), such as "How to 
Flirt". For those seeking a stocking filler 
this Christmas, many of the company's 
courses are even available on video cas- 
sette. Despite these attractions, it must 
be reported that three-quarters of The |. 
Learning Annex's clientele do opt for f 
the more serious self-improvement de 
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apparently, quite enough trade. 7 
The firm was founded in 1980 by Mr I 
Bill Zanker. Adult education used to be a 
sleepy non-profit activity; Mr Zanker has 
turned it into a business, but unfortu- 
nately not a profitable one. Since going 
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public on the over-the-counter market in 


1984, the company has vet to make an 


< annual profit. Last year it lost $242m on 


i 

| 

| 
sales of $9m. | 
_ Expansion into new cities has proved | 
expensive; nevertheless Mr Zanker is | 
betting on longer-term returns. He plans | 
i 

i 

: 

i 


_ to expand into Europe and Japan—offer- 


ing classes, perhaps, on "How to Cook 
American Hamburgers”, 


that eastern cities face. The state's revenues 
were never so dependent on big oil as were 
Texas's. And the crime rate, never high, has 
dropped by an astonishing 17% in the pi 
year. Nobody knows why. Perhaps the | 





. lice department' s plan. to devote a whole- 


unit to “career criminals” is paying off. Cen- 
tral Denver is full of pedestrians. Denver is 


even feeling mature enough, thanks to the 
energy of a preservationist developer, Mrs 


Dana Crawford, to be nostalgically restoring 
its old brick Lower Downtown district. 

-Yet little of this brings jobs. Denver's 
best hope may lie in a few statistics. Colo- 


` rado has a remarkably high rate of business 
start-ups and. faildtes. Three-quarters of 


Denver's businesses employ fewer than 25 
he city's leading ven- 
ll. Stanfill, Colorado 
a's venture capital, 

por as Lucr i1 
















Mie only recently repelled an. wrternpt te to E duc: 


have him aram by ballot. . 


—. Despite its new. recession, Denier his | 
none of the problems of urban dislocation 

















^My Rolex will be my life-long partner" 


It was a cold January in New 
York in 1976 when the br ight 
lights of international stardom 
first shone on Yoko Morishita. 
In its review of her incredible 
performance with the American 
Ballet Theatre, The New York 
Times ventured a prophecy. 
"Perfect positioning, impeccable 
balance — her every gesture 
ruarantees Yoko Morishitas 


destiny as a classical ballerina” 


Today the international ballet 
world is indeed aware of Yoko 
Morishita. She has now danced 
with such brilliant partners as 
Fernand Bujones, Jorge Donn, 

Balee Inharm and the great 
Rudolf Nureyev. Such classic 
pairings are a measure of Yoko 
Morishita’ superb technique, 
which is winning her an ever- 
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IHE ROLEX LADY-DATE. 
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growing following. 

Though gifted with enormous 
natural talent, Yoko Morishita 
disdains terms of adulation such 
genius. She sees the attain- 
ment of perfection as a str uggle 
of ceaseless effort, unwavering 
intensity. 

wear out a pair of toe shoes 
every day, she says. Human 
muscles hav 'ea short memory, SO 
daily practice IS important to 
me. If I miss one days practice, 
I| notice the slack. If I miss two 
days, my partner notices. [f I miss 


as 


three days, the audience notic es. 


Before ev ery performance 
Yoko Morishita asks someone 
in the w ings to give her a quick 
critique. In this way her efforts 







to improve extend into her actu- 
al performance. It was dedica- 
ton of this order that made her, 
in 1985, the first . Japanese to win 
what is considered the highest 
honour a dancer can receive — 
the Laurence Olivier Prize. 

But even this, the most pr ized 
of her awards, only inspire d 
Yoko Morishita to become even 
better. “I hope that I continue 
to work with excellent dancers, ‘i 
she said. ' ‘Its a very good Way 
lor me to improve. 

Yoko Morishita has another 
partner, not mentioned in the 
programmes: her Rolex Lady- 
Datejust. "This watch does not 
merely keep time, it is also cx- 
quisitely graceful, she W 
told us. “It will be 
my partner for life.’ ROLEX 
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No bank knows Australia and 

New Zealand better than the bank named 
after them. Yet now, ANZ 

has the largest global network of any 
Australasian banking and 

financial services group. In over forty 
countries, there are ANZ 

pecialists who will give you a unique 

insight into the Austral- os 

ian market. One contact gives you access 
to the ANZ network, and to 

their invaluable local knowledge. Australia 
and New Zealand may seem 

both a faraway and unfamiliar market. 
But when you talk to the 

international bank that lives there, we'll 


bring it all home to you. vaN Paces 
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rael. Palestinians cannot a E plsssed. 
too, that Mr George Shultz thus annoyed 

many of his own country's natural friends— 
particularly the West Europeans, who might 
now develop their own Palestine policy. 

When Mr Arafat does get to explain 
himself, probably in Geneva (see next page), 
he may have more ministers in his audience 
than he would have had in New York. 

- Meanwhile, he and his colleagues have been 
doing what they are good at, which is quietly 
. saying they are in fact more flexible than 
: public pressures allow them to seem. 
The rLO's apologists claim that Mr 
„Arafat's speech would have made two 
points: that accepting UN Security Council 
Resolution 242 means unambiguously rec- 
ognising Israel, and that an older resolution 
. (number 181) means accepting two states, 
zone called Palestine, one Israel. Mr Arafat 
as also, they say, intending to announce 
> formation of a provisional government 
within two months; its members would 
come from the West Bank, Gaza and the Pal- 
estinian diaspora. 

Mr Arafat was to have addressed the 
Genetal Assembly on December Ist, just be- 
fore the EEC summit meeting in Rhodes on 

< December 2nd and 3rd. Realistic Palestin- 
-ians did not expect West Europeans to rec- 
vognise their state at once. They did, how- 





















—Mr Francois Mitterrand's convoluted re- 
marks this week: "Those who do not contest 
e representativity of the PLO were proved 
ght in Algiers. There is no fundamental 
bstacle to French recognition of a Palestin- 
ian state... [However,] our country has al- 
Ways based recognition of any state on the 
basis of effective existence, which implies 
ie effective exercise of independent and re- 
xonsible power over a territory and its 
lation." Meaning we want you to like 
it don't actually think you exist. 
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~ ever, hope for a declaration on the lines of 


ace offensive got a surprise lift from America, then 
ted Nations, in Western Europe and round the 
tin the dispute? Three reports follow 


Britain never recognises governments 
that are not in control of the territory they 
claim to rule, so it too would not recognise a 
Palestinian state. The Germans are always 
wary on questions touching Israel, but, irri- 
tated by the Americans, they just might go 
along with the French in encouraging the 


Palestinians to shift further. 


Greece has a special position, as host to 


the European summit and the only EEC 





They heard him out in 1974 


country never to have had full diplomatic re- 
lations with Israel. (Spain sent its first am- 
bassador there in 1987.) The Greeks have 
long been good friends to the Palestinians, 
and are widely expected, after the Rhodes 
summit, to announce recognition both of Is- 
rael and of a Palestinian state. 

The Russians were angered by the 
American refusal to give Mr Arafat a visa. 
They had spent months persuading their 
Palestinian friends, including Mr George 





-the West Europeans could have some effect 
















































Habash and his Popular Front for the Li 
ation of Palestine, to recognise the UN 
lutions and implicitly acknowledge Isr 
existence. Two Russian diplomats were 
hand in Algiers for last-minute help to) 
Arafat. The Russians may, however, . 
pleased that practically all other count 
are annoyed by the American refusal. 

The Swedes and Swiss, legalistic 
usual, have made mildly pro-Arafat noise 
the name of "progress towards a pea 
settlement", and Sweden went so far a 
berate the Americans at the UN. Au 
since the Kreisky chancellorship, has b 
counted pro-Palestinian; its governmen 
made a statement much like Mr M 
rand’s, and may be waiting for the EEC 
fore going further. 

The Palestinians themselves glee 
point out that, as of November 30th, 68 
countries had recognised their state. (The 
include the Soviet Union and China—as 
well as Egypt, Turkey and Cyprus, which 
have relations with Israel too.) They thin 
rightly or not, that a positive response from. 


on the next American administration: Th 
realise that, without the Americans, the 
will be neither an international conference 
nor any other steps toward a negotiated so- 
lution. Quietly, they insist that Mr Arafat 
intended speech was aimed particularly a 
America and, through it, at Israel. Soon, 
somewhere, Mr Arafat will make that 


speech. Then things may be clearer. Or, thi 
seing the Middle East, maybe not. 


ohultz just felt 
it was right 


OR once, when the in-house deba 
ended and the Reagan administrati 
reached its decision to refuse to let N 
Yasser Arafat land in New York to addre 
the United Nations General Assembly, t 
ritual closing of ranks did not take place; 
solid front to the outside world was not pi 
sented. There had been lively difference 
opinion, and nobody pretended that th 
had been resolved. One official told a ? 
York Times correspondent that when 
secretary of state, Mr George Shultz, talk: 
the question over with General Colin I 
ell, the president's national security advi 
"a consensus was not reached". That i: 
unusual thing to tell the public. U 
At the State Department most € 
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FROM OUR GENEVA CORRESPONDENT 


HE Americans decided they didn't 
want Mr Yasser Arafat in New York, 
so the United Nations General Assembly 
began to plan a meeting in Geneva. The 
Swiss don't mind. Given a few days’ no- 
tice, the Geneva protocol office is ready 
and so are the cantonal police, who are 
responsible for security. Mr Arafat is a 
fairly frequent visitor and has already 
. been in Geneva on official business twice 
this year. 

Geneva is home to the UN's Parit 
office, plus 16 of its specialised agencies 
and a few dozen non-governmental orga- 
.nisations, from the Alliance Co-opér- 
: ative [Internationale to the World Coun- 
= cil of Churches. The city houses UN 
- diplomatic missions from 123 countries: 


have permanent observers at the UN's 
Geneva branch, and so does the Pales- 
. tine Liberation Organisation. 
^. The Geneva UN is used to big confer- 
-ences: the annual ones of the World 
-Health Organisation and the Interna- 
‘tional Labour Office bring in more dele- 
- gates than a short session of the General 
< Assembly would. Most countries would 
- choose to be represented at the substi- 
' «tute Arafat meeting by their resident am- 
< bassador, so it would not necessarily cost 
> much. There is no shortage of interpret- 
<- ers, printers, journalists and other auxil- 
daries, necessary or otherwise. At this 
time of year there are also plenty of hotel 
“rooms, not to mention drinking haunts. 
Some people darkly mutter that if re- 
-lations with America get any worse there 
sould be a demand to move the General 
"Assembly to Geneva for more than the 
three or four days of a debate on Pales- 
tine. That is meant to sting. Whatever 
-reservations New York's mayor, Mr Ed 
Koch, may have about the UN's politics, 
he knows it puts between $800m and $1 
billion into the city s economy each year, 


jultzs senior advisers thought he was 
'ong. Nobody kept that dark, either. The 
merican mission at the United Nations, 
'hich could normally expect to be heard in 
such a matter, was not even asked its opin- 
on (which, as everybody knew, would have 
en the opposite of Mr Shultz's). 

. The man responsible for the burst of 
candour is Mr Shultz himself. He has been 
:heerfully letting everybody in the govern- 
ment talk about their differences of opinion. 
-He enjoys openness, a commodity he often, 
in his present position, has to be frugal with. 
In refusing the Arafat visa he has made a 
: personal gesture to express his detestation 
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New York fed up, Geneva full up — 


Swiss government, 


nine inter-governmental organisations | 








much of it into the pockets of landlords. 
The last time there was talk of moving 
from New York, Vienna's city fathers 
rubbed their hands in glee. But most 
delegations prefer Geneva. The weather 
and the transport are better. So is secu- 
rity. Prices, at least for temporary accom- 
modation, are not much higher. 

Geneva is ready to play host to almost 
any number of temporary conferences, 
temporary being an elastic notion. If 
there were ever an international confer- 
ence on the Middle East, it would surely 
be in Geneva, on the invitation of the 
and would last 
months and years rather than days. That 
might snap the elastic. Many Genevans, 
and not only the noisy xenophobes 
among them, think their canton of some 
370,000 people has no room for many 
more than the 20,000 “internationals” 
who are already permanent residents. 
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of the terrorist acts that Mr Arafat’s orga- 
nisation is associated with. | 

Plainly Mr Shultz wanted it known that 
the decision was his, and only his. The im- 
migration laws gave him, in his capacity as 
secretary of state, the power to refuse a visa 
on national security grounds. Nothing of 
the kind appears in the headquarters agree- 
ment between the United States, as host, 
and the United Nations; even the reserva- 
tion Congress made when it approved that 
agreement does not seem to prohibit people 
like Mr Arafat from going to and from the 
UN headquarters. 

Mr Shultz has used his powers not for 
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‘his last- two moneo office that belongs i in 


the field of morality, not in that of interna- 
tional law or of diplomatic interest. He is 
not going to change his mind. 

That he is hostile to the Palestinian Ar- 
abs or indifferent to their future Mr Shultz 
indignantly denies, and he points,to in- 
stances (though they are no longer recent) in 
which he tried to start a dialogue. Those at- 
tempts failed, and the whole Palestine ques- 


tion has become bitter to him. If for a mo- 


ment he saw some hope in the utterances of 
the Palestine National Council in Algiers 


- last month, the presence there of his old en- 


emy Abu Abbas, who organised the hijack- 
ing of the Achille Lauro in 1985, seems to 
have disillusioned him. If there is to be a 
new chapter, the next administration will 
have to open it. 








iran 


Enough of that 


AVING stopped killing Iraqis, the Ira- 

nians are now killing each other. The 
pragmatists seem to have the upper hand 
over the more obdurate revolutionaries, and 
are making sure of it in the usual way. The 
facts are hard to come by, but something 
fairly bloody seems to be going on. 

The Iranian government announced on 
November 28th that it had executed six cler- 
ics (including a former religious judge) and 
three other people for corruption and other 
crimes, The true figure is probably higher. A 
former health minister died of stab wounds 
on November 25th; the government blames 
the Mujaheddin rebels, and vice versa. The 
Mujaheddin said on November 29th that 
the government had executed 5,000 politi-. 
cal prisoners in the past four months. TH t 
may be an exaggeration, but the UN has bec 
sent the names of 200 of them. The commu- 
nist Tudeh party says that several dozen of 
its members jailed since 1982 have recently: 
been executed. 

The man who presumably gave his ap-: 
proval for these things is Mr Ali Akbar 
Rafsanjani, the Speaker of Iran's parliament: 
and acting commander of the armed forces. 
It was Mr Rafsanjani who led Iran's decisions 
to end the Gulf war. He seems to think the 
revolution has gone far enough, maybe toc: 
far: in mid-October he said that Iran shouldii 

"give up some of the short-sightedness 
some of our excesses and some of the crud 
aspects... of the early stages of the: 
revolution." 

Mr Rafsanjani has said that the end of 
the War was “a turning-point for our entir 
system" r and has launched a campaign fom 
more "constructive criticism". The most 
visible target of his revisionist enthusiasin i ise 
Mr Hussein Moussavi, the. lefe-wing ps 
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Moussavi, the veterans' friend 


minister. Mr Moussavi is anti-western and 
does not wish to liberalise the economy. It 
has not helped the prime minister that on 
November 24th Ayatollah Khomeini, for 
the second time in two months, issued a 
statement of support for Mr Moussavi. This 
merely reinforced the doubts the ayatollah 
said it was intended to squash: not least be- 
cause at the same time he asked Mr 
Moussavi to set up an organisation to look 
after the war-wounded, a curious job for a 
prime minister. 

Mr Rafsanjani insists that radical slo- 
gans are no substitute for making Iran work 
better. Such slogans alienate the Gulf states, 
whose goodwill Iran badly needs. They 
frighten away the foreign experts who might 
help Iran to rebuild its economy. And they 
deter educated exiles from coming home. 

Since Iran agreed to a ceasefire in the 

ulf war in July, Mr Rafsanjani has been 
turning it away from the policies that domi- 
nated the first decade of the mullahs’ revolu- 
tion. The government has restored diplo- 
matic ties with Canada and Britain, and 
started to mend its fences with the countries 
on the Arab side of the Gulf. It has begun to 
allow the private sector of the economy 
more scope. Import restrictions on 20 types 
of goods have recently been lifted, and the 
list may be extended. 

The prime minister is his chief target, 
but Mr Rafsanjani may also be trying to un- 
dermine Ayatollah Hussein Ali Montazeri, 
the man who is Ayatollah Khomeini's offi- 
cially designated successor. The executed 
clerics had all been associated with a dis- 
graced relative of Mr Montazeri who op- 
posed Mr Rafsanjani's foreign policy. 

Mr Rafsanjani may have won the argu- 
ment about ending the war but he cannot 
feel secure. It is hard to govern a disillu- 
sioned people. Even Ayatollah Khomeini 
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seems to have lost some of his mystique. At 
one time, a few warm words from him would 
have sufficed to shore up any Iranian politi- 
cian. Mr Moussavi has had two such com- 
mendations but is still unsafe. A revolution 
that loses a ghastly war is a perilous place. 





Lebanon 


Winding up 


OUNTRIES may have an awful lot of 

ruination in them, but Lebanon looks 
like running out of its stock of the stuff. 
Through 13 years of civil war, invasion, 
hunger and despair, the Lebanese went on 
saying that their country had a central gov- 
ernment. They sustained some sense of na- 
tional identity, some hope of peace and 
unity again one day. All that is fading. 

In September the six-year term of Presi- 
dent Amin Gemayel expired. Lebanon's 
parliament was supposed to elect his succes- 
sor. It failed in August, and again a month 
later. Mr Gemayel, in the last few minutes of 
his term, appointed as interim prime minis- 
ter the army's commander, General Michel 
Aoun. The general is a Christian. The agree- 
ment under which the country has been run 
for the past couple of generations reserves 
the presidency for Christians, in practice 
the Maronite Catholic variety of them. But 
the prime minister's job is reserved for 
Sunni Muslims. So the Muslims insisted 
that they would continue to recognise the 
previous man, the Muslim Mr Selim al- 
Hoss. Much the same happened in October, 
when parliament tried to elect a Speaker. 
No agreement: Christians and Muslims ac- 
knowledged rival Speakers. 

Even before this series of splits, cabinet 
and parliament rarely met. But a sort of con- 
stitutional legitimacy survived. Parliament 
continued to vote on the national budget, 
which finances a national bureaucracy. The 
police and bits of this bureaucracy remain, 
up to a point, national institutions. Bureau- 
cratic fragments still attempt to supply elec- 
tricity, administer a legal system and issue 
passports in the nation's name. 

Rival ministers co-ordinate their in- 
structions through their ministry's director- 
general. The central bank, with scrupulous 
fairness, finances both "governments". The 
Lebanese pound, the ultimate meeting- 
point of theory and reality, has not got 
much worse lately. With two governments 
giving orders, the bureaucracy may give up. 

Military disunity matters more. The 
army once seemed to preserve a sense of all- 
Lebanon loyalty. In November, the Muslims 
appointed their own commander for the 
army, which already had a Christian one. 
The command is pretty notional: the army 
was already split along religious lines, in that 
each brigade was recruited mainly from men 
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of the same religion. But they owed loyalty 
to a multi-confessional command and may, 
for a while, continue to do so: in Sidon a 
Muslim brigade has refused to acknowledge 
the authority of the new Muslim army come 
mander, because it regarded his appoint 
ment as against the rules. But the longer 
there are two commanders, the more likely 
the split is to become permanent. The Bei- 
rut brigades held separate parades last week. 

Lebanon's faiths and sects have long 
had a habit of calling in foreigners to sup- 
port them. The current foreigners-in-resi- 
dence, the Syrians, whose army sits in the 
Muslim part of the country, tried to fix the 
succession to the presidency in the summer; 
they were rebuffed by the Christians. They 
now insist that Mr al-Hoss be recognised by 
everybody as prime minister. But in a pre- 
Independence Day message on November 
21st General Aoun called for restoration of 
the country's national sovereignty, a dig at 
Syria. Mr al-Hoss's message spoke of Leba- 
non's “brotherly relations" with Syria. 

The tangle seems endless General 
Aoun's Christian government, for instance, 
backs the Palestine Liberation Organisa- 
tion's half-recognition of Israel last month. 
The Muslim government rejects it, because 
Syria opposes the PLO’s leader, Mr Yasser 
Arafat. The longer this sort of thing goes on, 
the less likely it is that any new president or 
prime minister will inherit an army or a bu- 
reaucracy to govern with. And that will be 


the end of Lebanon. 





Algeria 


Up Front 


AVING almost had a revolution on 

the streets, Algeria's ruling Front de 
Libération Nationale (FLN) has agreed to 
something short of a revolution in the way 
the country is run. After a month of the live- 
liest public politicking Algeria has known, 
the party agreed at its conference on No- 
vember 27th-29th to the mildly liberalising 
reforms proposed by President Chadli 
Benjedid. The president is now .muttering 
about a multi-party system. 

Since the October riots, which killed 
161 people, Algeria has been politically alive 
for the first time since it won its indepen- 
dence in 1962. Demonstrators have pro- 
tested against the torture of young men dur- 
ing the riots, and called for the resignation 
of the head of military security. Strikers 
have demanded—sometimes successfully— 
that factory managers be removed and the 
party cells that keep a watch on managers be 
disbanded. Newspapers have carried articles 
and letters more outspoken than Algerians 
have ever read, criticising the party and the 
handling of the riots. 

The reforms which President Chadli an- 
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nounced after the riots included the pos- 
sibility of non-FLN trade, educational and 
cultural associations. In the month since 
then such groups have mushroomed. The 
loud public criticism of old ways seems to 
have encouraged President Chadli to get on 
with loosening Algeria's tight socialist sys- 
tem and cutting the Front's power. Its mem- 
bers, fearful of losing control, have just as 
loudly opposed the changes. 

Before the conference, the national as- 
sembly (party members only, please) was 
called upon to debate the programme of the 
newly-appointed prime minister, Mr Kasdi 
Merbah. It refused: its members said they 
had had no chance to examine the pro- 
gramme, so they would not discuss it. When 
they finally did, 150 of the 261 members 
spoke against it and 21 voted against it. 

Five regional party congresses, held be- 
fore the main one, refused to discuss the re- 
forms. Various organisations—for youth 
and women, for instance—under the FLN’s 
umbrella muttered disapproval and said it 
would be a disaster if the reforms led to a 
multi-party system. From their point of view 
it obviously would: the leaders of these orga- 
nisations have built careers out of the 
Front's monopoly of power. 

Having made their point, the party 
hardliners held their peace at the party's na- 
tional conference. They kept enough places 
on the Central Committee to ensure that 
President Chadli still has to listen to them, 
but not enough to block his reforms, which 
slipped through easily. The head of state will 
no longer necessarily be the same person as 
the head of the party. Independent candi- 
dates will be allowed to stand for the na- 
tional assembly. The party, said the presi- 
dent in his opening address, should become 
more like the broad front it was during the 
war against France, and less of the monolith 
it had grown into over the past quarter of a 
century. 

Stilling the party professionals’ worst 
fears, he said that, for the moment, a multi- 
party system would be dangerous. Then he 
brandished his secret weapon: the referen- 
dum, by which he got a 92% vote of ap- 
proval for his reforms in October. Of 
course, he said, if it turned out in the long 
run that the people wanted pluralism . . . 








Peru 


Unkind mercy 


FROM OUR SPECIAL CORRESPONDENT IN LIMA 


RESIDENT Alan Garcia has done it 
again. On November 22nd his economy 
minister, Mr Abel Salinas, took some sensi- 
ble steps in hope of holding back inflation, 
which is likely to exceed an annual rate of 
2,000% by the end of the year. But, for the 


second time in 75 days, the minister's def- 
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Garcia sees no way out 


cit-slashing programme was mutilated by his 
boss. Mr Garcia countered the effects of 
price increases by maintaining a wide range 
of subsidies. This time Mr Salinas resigned 
in protest. He was replaced by Mr Carlos 
Rivas Davila, a man so unknown that jokers 
suggested his name must be an anagram of 
the president's. 

Blaming Mr Garcia has become a na- 
tional obsession. The benefits enjoyed by 
the poor during the demand-led boom of his 
first two years in office have long since been 
swept away by inflation, which despite a 
"stabilisation" package in September 
reached 40% in October. His party, the 
American Popular Revolutionary Alliance, 
is furious that he has wiped out its chances 
of re-election in 1990. Business groups see 
his refusal to make peace with the Interna- 
tional Monetary Fund as evidence of his 
communist intention to promote disorder. 
The United Left coalition fears his incompe- 
tence is paving the way for a military coup. 

The armed forces have not vet seized 
power mainly because they are unsure that 
they could control the country. A coup 
would play into the hands of the ever-ex- 
panding Shining Path guerrilla movement. 
The United States would only reluctantly do 
business with a government that had come 
to power by reversing Latin America’s 
happy trend towards democracy. Even with 
American recognition, a new government 
could obtain financial help from abroad 
only if it imposed still stiffer austerity on a 
population that is already close to despair. 
There is no right-wing consensus that a 
coup is the answer to the nation’s problems. 
Yet, as Peru drifts into hyperinflation, even 
the president is said to have his bags packed. 

Peru's politicians are struggling to find a 
different way out. They agree that Mr Gar- 
cia is the problem. The president has ig- 





nored calls for his resignation, swearing to 
serve out his remaining 20 months in office. 
A suggestion that the election due in May 
1990 be brought forward to August 1989 
has run up against opposition in Congress, 
which would have to approve the change. 
The proposal that Mr Garcia allow a multi- 
party emergency cabinet to run the country 
(with himself as "Queen of England") is still 
alive, but the president is not ready for it. By 
appointing the obscure Mr Rivas on No- 
vember 28th he showed he still intends to 
run the economy. 

The country is shaken by food short- 
ages, leftist terrorism, paramilitary violence 
and widespread strikes, and by accidents 
such as the pollution of Lima's entire water 
system last week. Everyone is braced for a 
shock. The best solution is for Mr Garcia to 
apply the sort of economic reforms that he 
chose to duck last week. 


Chile 


When thieves 
fall out 


FROM OUR CHILE CORRESPONDENT 


INCE General Augusto Pinochet was de- 

feated in his plebiscite on October 5th, 
Chile's security services have been exposed 
to the public view they always shunned. lt is 
not a pretty sight. 

On November 9th a retired officer, Ma- 
jor Joaquin Molina, died of gunshot wounds 
he suffered ten days earlier. The shots, alleg- 
edly, were fired by Mr Manuel Contreras, 
junior, at a party where most of the guests 
were either functionaries of the regime's 
intelligence unit, the Central Nacional de 
[Informaciones (CNI), or officials reporting 





Saluting some nasty friends 
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" ELEGANCE 
THATS Harp Io FIND. 


Rich carrara marble reflects the sparkle 
of crystal chandeliers, while fine wood 
panelling adds a unique warmth and 
character. 

In the lift lobby an antique tapestry 
hangs with graceful dignity as an intricate 
tribute to times past. 

Old world charm and modern 

Š amenities that satisfy the requirements of 
today's traveller. Luxurious 
accommodation. The exclusive Executive 
Floor. State-of-the-art facilities. The 
comprehensive Business Centre. Some of 
Singapore's most highly rated restaurants 
and the discreet, yet friendly and attentive 
service you expect in a deluxe hotel. 

Elegance that's hard to find and 
appreciated by the discerning traveller 
who visits Singapore. 


AG 

Century Park Sheraton 
Singapore 
"CPSSIN' RS 21017 e RS 33545 


16 Nassim Hil, 
Telefax: 7322222 
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YOUR VERY OWN 
MOTORWAY... 





PLUS THREE 
CHAMPIONSHIP 
GOLF COURSES 


West Lancs with its towns of Ormskirk and 


Skelmersdale connects nationwide via its own 
M58 motorway linked to M6 and M62. Only the 
shortest drive from Royal Birkdale, Royal Lytham 
St Anne's and Royal Liverpool. Just 30 minutes 


from the UK's second largest population 


concentration, West Lancs greenfield sites offer 


pastures new to industry and commerce. 


PLUMB IN WEST LANCS 


| would like to Know more. To: Fred McClenaghan 


Lancashire WNBBLP Tel: 0695 50200 Fax: 0695 50112 


NAME POSITION 


COMPANY 


ADDRESS 


TELEPHONE 


dena ne md 


The West Lancs Project 1 Westgate Pennylands Skelmersdale 
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a military judge who has been investigating 
Chile's tiny guerrilla movement. 

Major Molina's constant companion, 
Mrs Maria Alicia Saez, says he was unarmed 
when he ordered Mr Contreras to leave the 
party. The major's daughter, however, says 
that her father was drunk and Mr Contreras 
fired in self-defence. Mrs Saez is the secre- 
tary of the military judge. Mr Contreras 
worked for him too. Major Molina's daugh- 
ter is Mr Contreras's girl friend. 

Miss Molina and her brother defended 
their father's killer at a press conference in 
the offices of Mr Manuel Contreras, senior. 
Until 1978 he was head of Chile's official 
intelligence service; now the vehicles of his 
private security agency are a common sight 
in Santiago. The elder Contreras claims 
close friendship with General Pinochet, and 
displays on his office walls pictures of the 
two of them together in earlier times. 
United States officials have been unsuccess- 
fully seeking his extradition in connection 
with the murder in Washington in 1976 of a 
Chilean exile leader, Orlando Letelier. 

The late Major Molina of the CNi was no 
softie either. Chilean human-rights groups 
have linked him to the summary execution 


and disappearance of political prisoners af- 
ter the 1973 coup which brought General 
Pinochet to power. 

The case was initially referred for inves- 
tigation to a military court; it indicted Mr 
Manuel Contreras, junior, who checked 
into an army hospital claiming to be suffer- 
ing from hepatitis. (The magistrate ques- 
tioned him anyway, and found him quite 
well.) Some days later the military judge who 
employed both the younger Contreras and 
Molina's friend, Mrs Saez, met General Pi- 
nochet in private. The case was then turned 
over to Chile's civilian Supreme Court—al- 
though the military courts jealously guard 
their jurisdiction over cases that even indi- 
rectly involve the armed forces. 

Chile's civilian judges have not often 
shown much backbone in politically sensi- 
tive cases; perhaps they will investigate thor- 
oughly this time. General Pinochet and his 
associates need the case resolved. Gossip 
which would once have been efficiently sup- 
pressed is scattered over the headlines. The 
army does not like its men involved in the 
squalor that surrounds the security services. 
Senior officers are said to have told General 
Pinochet as much. 





Ethiopia 


Alive another year 
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Give them the tools and they'll finish the job 


OR once, a famine has been prevented. 

Last year Ethiopia's harvest failed. In 
April the government, humiliated by rebels 
in the northern provinces of Tigre and Eri- 
trea, prepared its counter-offensive by expel- 
ling foreign aid-workers from the region. In 
May the United Nations thought that war 
was stopping food getting to 700,000 hungry 
people in Tigre alone. Another famine like 
that of 1984-85, in which at least 500,000 
people died, seemed horribly possible. 

The horror has faded. The expected ex- 
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odus of stick-like peasants from Tigre has 
failed to materialise. Refugees from Eritrea 
are crossing into Sudan at the rate of 500 a 
week—mercifully few from a province 
gripped by civil war, and nothing compared 
with the calamity in neighbouring Sudan, 
where fighting between north and south has 
sent 300,000 starving southerners stagger- 
ing to camps in Ethiopia. 

Man and nature share the credit for sav- 
ing Ethiopia from a second famine. The 
rains failed three years running in the early 


1980s; the drought of 1987 was followed by 
abundant rain. By itself, however, rain 
would not have yielded this year's healthy 
harvest. Without the relief agencies' food 
deliveries to farming villages, last vear's 
drought would have forced peasants to leave 
their land; and without their seed deliveries 
much of this year's crop would not even 
have been planted. 

Everyone learned from the 1984 disas- 
ter. Then, the Ethiopian government ap- 
pealed for help only after the harvest had 
failed, and foreign governments responded 
sluggishly until the starving was done on 
western television. This time the alarm was 
sounded in September, two months before 
the harvest. Foreigners dug into their grain 
mountains promptly. Even Russia, which 
imports grain, stumped up 250,000 tonnes, 
just a little less than America. 

Relief workers, both foreign and Ethio- 
pian, were better at getting the food to t 
right place than last time round. In 19 
there was hardly a foreign lorry in the coun- 
try. Now the UN has a fleet stationed in Ethi- 
opia to fetch food-aid from its ports; the 
rougher job of taking it from the main roads 
to the villages is done by the government 
and small private charities. 

In Eritrea and Tigre, where foreigners 
are unwelcome, both the government and 
the rebels have helped to prevent starva- 
tion. In the past both sides have attacked aid 
convoys. This year they used the food 
weapon positively, giving out large amounts 
of grain in the hope of winning friends. The 
Eritrean Relief Association, linked to the 
rebels, has a fleet of 200 lorries, and gets 
food from America and Scandinavia. lt 
claims to have delivered enough from its 
bases in Sudan to feed 600,000 Eritreans. 

The government seems to want to pre- 
vent future disasters. It used to call private 
food distribution “profiteering” and exe- 
cuted people for it; now some free trade 
cereals is allowed. In October it announced’ 
more economic liberalisation, aimed at mak- 
ing the World Bank its friend. So far, how- 
ever, the reforms have not made enough 
progress. The government still believes in 
forcibly resettling peasants away from the 
land they know. 

Reform will need to be bold to pull Ethi- 
opia clear of more disaster. Like Bangladesh, 
Ethiopia has more peasant farmers than its 
poor land can support. Its population is 
growing by nearly 3% a year. Already the 
country's highlands are overcrowded; cus- 
tom and malaria make people unwilling to 
move to the lowlands. To build their houses 
and cook their food, the highland people 
have chopped down the trees that bound 
the earth, so rain has washed the top-soil 
down the mountains. The government has 
tried to plant new trees, but the disaster is 
vast. Forty years ago half of Ethiopia was 
covered by forest. Today 3% is. 


———_— 
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No, Mr Gorbachev, it won't do 


HEN Mr Mikhail Gorbachev talks of 
his plans for the Soviet Union, he fre- 
‘quently resorts to images of the battlefield. 
. He once called his reforms a 
Without shots". But that was in his rookie 
ays, before he really understood what he 
as up against. On November 29th, ad- 
dressing the Supreme Soviet in defence of 
. controversial political reforms that have 
provoked opposition from several republics 
. and-outright revolt from Estonia, he spoke 
of "blowing up” the old political system. 
. The first explosions are already being 
< «heard. After almost four years of finger-wag- 
ging and table-thumping, Mr Gorbachev 
has at last succeeded in stirring his sleepy 
untry to life. This has not happened 
where he would have liked—in the factories 
and on the farms, where his economic re- 
forms are by all accounts still meeting a wall 
sof indifference, if not outright hostility. It is 
the Soviet Union’s constituent republics 
that have risen first to his challenge, and 
much of what they have said is critical of 
what he seemed to want to do. Even so, Mr 
Gorbachev has two reasons to feel pleased. 
. First, his proposed reforms have forced 
ple to think of the constitution as a 
ing document, not a ceremonial irrele- 




















"revolution. 


vance. Taking his talk of democratisation at 
face value, several republics—including Es- 
tonia, Latvia, Lithuania, Armenia and 
Georgia around Russia's western rim—com- 


plained that the amendments to the con- 


stitution Mr Gorbachev was proposing gave 
too much power to the central government. 
They demanded amendments to the amend- 


ments. Awkward for Mr Gorbachev, but at 


least perestroika is for once being driven 


from below; not imposed from on high. 


-In the event, only tiny Estonia had the 
guts to defy the Kremlin, even briefly. Last 
month it declared itself "sovereign ', with 
the right to strike down national laws it did 
not like. Since then the praesidium of the 
Supreme Soviet, chaired by Mr Gorbachev, 
has vetoed the Estonian veto. By the time 
the central parliament came to vote on the 
changes this week, both sides were manoeu- 
vring themselves into a compromise. Some 
of Mr Gorbachev's proposed changes have 
been amended, and a commission is to be 
set up to hammer out a new division of pow- 
ers between the centre and the republics. Mr 
Gorbachev would like this to report to a spe- 
cial meeting of the Communist party's Cen- 
tral Committee on nationality. problems, 
promised for next summer. The Estonians 





first real debate in the Soviet parliamen 


proval for a new. two-tier parliamet 


_ the new parliament, but he has agreed to 


























































and their friends want things sorte 
fore then. 5 

-Mr Gorbachev's second reason ifor 
ing pleased with himself is that this wa 


decades. Until now the parliament, ac 
tion of 1,500 deputies chosen for thei 
ject loyalty, has met briefly a couple of t 
a year to rubber-stamp decisions alr 
taken by the Communist party. 
Gorbachev intends that the party shoul 
main in charge, but within those. 
wants the parliament and the local co 
known as soviets, to take more of 
responsibility for running the show... 

He therefore wanted, and has got, a 
ment that more than one candidate 
stand for each parliamentary seat (th 
the party will still vet all candidates befo 
hand). Mr Gorbachev has also wo 


2,250-member Congress of People's Depi 
ties which will meet twice a vear, and asm 
er Supreme Soviet, elected iom the C 
gress's members, which will work a: 
harder and, he hopes, wield some real clout. 

This two-tier model had been heavily 
criticised because only two-thirds of. 
Congress seats will be filled by direct ele. 
tion. The other third will be reserved f 3 
nominees of “social organisations", inclu 
ing the Communist party. Critics of M 
Gorbachev's proposals also feared that ind 
pendent-minded. deputies who slippe 
through the first selection net, to the bi 
idle Congress, could be screened out in. th 
second selection, for the busy little Suprem 
Soviet. 

Mr Gorbachev has refused to redesig 


crease the number of representatives the 
publics can send to it. Bowing to the cha 
that his original plans put too much po 
into the hands of a new executive presid 
(a job expected to go to Mr Gorbachev h 
self when the new parliament asseml 
next spring), he has agreed that the. 
preme Soviet should have a power of v 
over some presidential decisions. If. E 
nia's defiance under the old rules is a si 
things to come, parliamentary life unde 
new rules will not be dull. ! 
But fine-tuning the constitution will 
solve a different bit of national nastiness 
ing Mr Gorbachev. The row between Ar 
nia and Azerbaijan over who should con 
the Nagorno-Karabakh region, a mainly À 
menian-populated area inside Azerbaija 
spilled over on to the floor of the parliame 
ín Moscow this week. The Azerbaijani p. 
dent, Mr Suleiman Tatlivev, rejected 
for decentralisation and demanded à né 
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law requiring obedience by lower bodies to 
higher ones. He is worried that, in any 
recarving of republics' rights, Nagorno-Ka- 
rabakh will be removed from direct 
Azerbaijani control. 

For the second time this year there has 
been violence in several Azerbaijani cities. 
Over the past month more than 20 people, 
including three soldiers, have been killed in 
clashes between mainly Christian Arme- 
nians and mainly Muslim Azeris. The mood 
in Baku, the capital of Azerbaijan, is ofh- 
cially said to be "complicated and tense", 
and a curfew is widely ignored. Some dem- 
onstrators have carried pictures of Iran's 
Ayatollah Khomeini, a worrying sign of a 
new militancy among Azerbaijan’s Muslims. 

Armenia has now accused Azerbaijan of 
deporting Armenians, adding to the num- 
bers of refugees already swamping the hast- 
ily organised agencies set up to re-house 
them. On November 27th Pravda pub- 
lished a letter from the poet Mr Yevgeny 
Yevtushenko, appealing to both sides in the 
dispute not to create a "Caucasian Ulster”. 
Appeals by politicians having failed to end 
this feud, an appeal by a poet is unlikely to 
work either. 








Anti-terrorism 


What's European 
for justice? 


ARGARET THATCHER is experi- 

encing that frustration felt by an Eng- 
lishman sitting alone in a continental restau- 
rant: he is saying perfectly clearly what he 
wants, but the foreigner running the place 
seems incapable of understanding English. 
Over the past two weeks Mrs Thatcher has 
tried unsuccessfully to get two of her Euro- 
pean partners to extradite an Irish Catholic 
priest who her government thinks is guilty 
of terrorist offences. She has been saying 
“hand him over” in a loud clear voice. 
Somehow the confused foreigners only 
stand and murmur phrases about “the due 


process of law". 


The priest Mrs Thatcher is after is a 58- 
year-old former missionary, Father Patrick 
Ryan. In Tanganyika from 1954 to 1968 he 
involved himself in Mr Julius Nyerere’s 
drive for independence from British control 
(Mr Nyerere is a devout Catholic). In 1968 
he returned to Ireland, just as the civil-rights 
disturbances in Northern Ireland were be- 
ginning. He raised money to help the fam- 
ilies of those imprisoned without trial in the 
province. By 1973 he had begun to travel in 
Europe. What he did next is the question. 

He was arrested in Brussels this year, on 
June 30th, after British authorities had 
asked the Belgian police to keep an eye on 
him. The British thought he was working for 
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The way she sees it 
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the Provisional IRA, raising money and sup- 
plying bomb-making equipment. Nearly 
three months passed until, on September 
20th, Britain lodged a demand for his extra- 
dition. The priest began a hunger strike. 
The Belgian investigating magistrate ac- 
cepted only one of the four charges on 
which the British authorities based their ex- 
tradition request: conspiracy. 

Belgium's prime minster, Mr Wilfried 
Martens, and his cabinet, after considering 
the court’s advice, decided not to extradite 
the priest. They said the notion of conspir- 
acy was too vague. The nearest charge in Bel- 
gium was criminal association and this re- 
quired proof of the involvement. of others, 
which was not forthcoming. On November 
25th the Belgians instead put Father Ryan 
on a military transport aircraft and (avoid- 
ing British airspace) abruptly landed the 
priest in Dublin. The Irish government was 
not pleased. 

The British attorney-general, Sir Patrick 
Mayhew, suspected the Belgians might repa- 
triate Father Ryan. He had already sent war- 
rants to the Irish attorney-general, Mr John 
Murray. Mr Murray refused to be rushed. 
Irish law requires him to be satisfied that 
Britain intends to prosecute Father Ryan 
and not merely question him, and that the 
evidence provided shows that there is in- 
deed a case against him. Father Ryan himself 
was staying with a religious order some- 
where in Ireland. The justice minister as- 
sured the Dublin parliament that he knew 
where to find the priest if the police wanted 
him. Meanwhile he faced no charges in Ire- 
land, so he was a free man. 

Was all this just an example of the 
wheels of jurisprudence moving with care? 
That is not the way it looked from London. 
The British attorney-general was reported to 
be “incandescent with rage”. Mrs Thatcher 








was reaching white-heat too. She was “ut- 
terly dismayed” about the Belgians’ refusal 
to extradite the priest. She accused the Dub- 
lin government of lacking resolve to fight 
terrorism. (Rather more sheepishly, her gov- 
ernment later admitted there were technical 
errors in the warrants submitted for Father 
Ryan's extradition.) 

The Continent was not quite finished 
disagreeing with Britain. On November 
29th the European Court of Human Rights 
at Strasbourg ruled that the laws under 
which Britain detains and questions people 
who may have information about terrorism 
were in breach of the European convention 
on human rights. The case was brought by 
four men who had been held for question- 
ing by Northern Ireland police. They had 
been held for between four and six days 
without being brought before a judge, then 
released without charge. Mrs Thatcher took 
the court’s view calmly: the governme 
would carefully consider the judgment. B 
the Ryan affair had left her with the frustrat- 
ing feeling that Europeans simply did not 
understand the fight against terrorism. 

All of which made this a tricky week for 
the summit meeting of EEC prime ministers 
in Greece on December 2nd-rd. Mrs 
Thatcher as usual planned to hold a bilat- 
eral meeting there with the Irish prime min- 
ister. Weary lrish officials said they were ex- 
pecting her to hit the prime minister, Mr 
Charles Haughey, with her handbag. Mr 
Martens will also be within striking dis- 
tance. The seating plan for the summit puts 
Mr Martens and Mrs Thatcher next to each 
other for most of the meetings. 





Poland 


One half-liberal, 
one ex-liberal 


FROM OUR WARSAW CORRESPONDENT 


O SOONER had Poland's new govern- 
ment taken shape in October than it 
said flatly that it would not be legalising Soli- 
darity. That in effect scuppered the chances 
of any serious negotiation between the gov- 
ernment and the banned trade union. At 


.the same time the government suddenly be- 


gan to boast about its "new style", claiming 
that this time it really intended to get serious 
about economic reform. Who was responsi- 
ble for the change of tone? The answer, it 
seems, is two mavericks: the new prime min- 
ister, Mr Mieczyslaw Rakowski, and his in- 
dustry minister, Mr Mieczyslaw Wilczek. 

Of the two, only Mr Wilczek is truly new 
to the government. A successful private 
businessman (he owns a chemicals factory 
near Warsaw that employs 60 people), and a 
communist party member for reasons of his 
own, the zloty-billionaire industry minister 
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| Uncomradely customs 


FROM OUR WARSAW CORRESPONDENT 


TALIN used to talk about a commu- 

nist "world market" in the sort of 
grand terms that the European Commu- 
nity now uses for its Project 1992. The 
communist reality today is rather differ- 
ent. Far from opening their borders to 
each other, the comrades in Eastern Eu- 
rope are busily closing them. 

On November 15th Czechoslovakia 
banned almost every consumer product 
made in the country from crossing the 
border. Canned milk, juice, children's 
clothes, adult knitwear, stockings, type- 
writers and building materials figure 
prominently on the list. 

The Czechoslovaks clearly mean busi- 
ness: five-hour queues immediately 
formed at the borders, and rumour has it 
that zealous customs officials have even 
begun checking the origin of shoes worn 
by Ukrainians going home to the Soviet 
Union. Czechoslovakia is not alone in 
worrying about "raids" on its stores by 








lives in a "small house in the English style", 
with, as you would expect, swimming pool, 
tennis court and peacocks. He speaks about 
his hopes of bringing private enterprise to 
Poland. "We now recognise that western 
countries have achieved high living stan- 
dards using certain methods," he explains, 
"and it is just a matter of coincidence that 
these methods are called capitalist.” 

Mr Wilczek envisions a Poland where 
thousands of small factories dot the land- 
scape, each with its own western customers. 
But although he waxes eloquent on the sub- 
ject of private industry, his policies for the 

isting state sector are still unclear, and 

ay turn out to be not quite so new. [deas 
about democracy also interest him less than 
his plans for "economic pluralism", and 
Solidarity interests him least of all. Al- 
though claiming to have been a Solidarity 
supporter in 1980-81, he dismisses its cur- 
rent leadership with the scorn many a good 
capitalist shows for trade unions. "The fu- 
ture of Poland will not be decided by these 
people," he says, implying that it will be de- 





Rakowski and Wilczek, mavericks 
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other East Europeans in search of goods 
that are scarce back home. East Germany 
also has strict customs rules. But the 
Czechoslovak move was sudden and 
draconian. 

It caused the greatest delays at the 
border with Poland, and led the Poles, 
who are aware of their reputation as the 
best smugglers in communist Europe, to 
complain about “unfair discrimination” 
against Polish citizens. A government 
spokesman remarked how fortunate it was 
that the prime minister, Mr Mieczyslaw 
Rakowski, had decided to fly to Vienna, 
rather than take the train and risk having 
his bags confiscated by Czechoslovak 
customs. The Poles, followed by the 
Hungarians and East Germans, all an- 
nounced their intention to retaliate with 
counter-restrictions against Czechoslovak 
visitors. 

All this is in sharp contrast to what is 
happening just over the border in capital- 








cided by people like himself. 

Mr Rakowski, an ex-journalist and a 
member of General Jaruzelski’s government 
since 1981, is still remembered by many peo- 
ple in the West as a liberal. He was both po- 
litically brave and personally generous while 
he was editor of Polityka, the country’s most 
adventurous paper, in the 1970s. In Poland 
he is more recently remembered as the man 
responsible for anti-Solidarity propaganda 
after its crushing in 198l. He is still the most 
vehement opponent of the unbanning of 
Solidarity. It happens, he explains, that “in 
history some movements have their begin- 
ning and their end. Solidarity has its end." 

Like Mr Wilczek, his chief economic ad- 
viser, Mr Rakowski believes that Poland's 
political troubles stem almost entirely from 
material dissatisfaction. He claims that most 
Poles are interested neither in Solidarity nor 
in round-table talks; they are interested in 
an economy that works. He does say that de- 
mocracy will come to Poland eventually but, 
when asked about dates and plans, he grows 
vague. He explains that blood was shed for 
hundreds of years before liberal democracy 
took hold in the West, and that, no, Poland 
was not on the road to democracy before the 
second world war. He cannot name the day 
when Poles will be ready: "This is a time of 
transformation in the socialist world. We 
can't say what form democracy will take 
here in 10-15 years.” 

Mr Rakowski adds that one thing will 
not be changing. "Our relations with the 
Soviet Union are very good right now,” he 
says. "There is no need for change." 








You can't take it with you 


ist Vienna. Hungarians, for whom travel 
restrictions have been eased, have been 
coming there in droves to shop. Do the 
local shop-keepers complain? Far from it; 
it is just good business. 


West Germany 


Worried about 
new wrinkles 


FROM OUR BONN CORRESPONDENT 


R HELMUT KOHL loves making sur- 
prise cabinet appointments. He sur- 
passed himself this week by naming a ger- 
ontologist as youth minister. The West 
German chancellor publicly congratulated 
himself on his choice of Professor Ursula 
Lehr, who also has health and family affairs 
in her portfolio: "a good decision", he said. 
Many of his chums in the ruling Chris 
tian Democratic party disagree. They have 
nothing against Mrs Lehr personally, but 
chide Mr Kohl for constantly choosing new 
ministers from outside the parliamentary 
party. One or two surprise outsiders would 
not matter, they groan, but Mrs Lehr is the 
fifth. 

The first was Mrs Lehr's predecessor, 
Mrs Rita Süssmuth, also a professor, who 
moved to the youth ministry in 1985 from 
university life. She has just been elected 
president of the Bundestag, a prestigious but 
largely ceremonial job. Then came Mr Wal 
ter Wallmann, whom Mr Kohl brought 
from being mayor of Frankfurt to the newly 
created post of federal environment minis- 
ter in 1986. 

When he moved on to become premier 
of the state of Hesse last year, his place was 
taken by the environment minister of the 
state of Rhineland-Palatinate, Mr Klaus 
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Fi irst the. | Chunnel, 


"FROM QUR MIDI CORRESPONDENT A 





TRANCE, it seems, won’ 't let natural 
barriers stand in. the way. of Euro- 


- northwards. under the Channel, Presi- 





way through e Pyrenees. The point 
Puymorens, between the department of 
Ariége to the north and, to the south, 
the narrow plain of Cerdagne, which is 
France's door into Andorra and Spanish 
Catalonia. The road which snakes up 
Puymorens to 1,915 metres is closed to 
afc much of the winter. 

Last month Mr Robert Naudi; who 
is the administtation of Ariége, an- 
ounced that work would begin next 
ear on a 4.8-kilometre road tunnel. The 


FFr550m ($94m) project will be paid for 
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SPAIN | 


: do pulled Mr Rasen Scholz o out 
| hat to take over as defence minister. Mr 
xz previously had the justice portfolio 
erlin and had never served in the armed 


None of these outsiders has breed to 
flop, and Mrs Siissmuth has been an 
standing success: Polls show she is West 
rmany's second most popular politician, 
ind the foreign minister, Mr Hans 
trich Genscher, but well ahead of the 
st of the field —including Mr Kohl. 

Does the chancellor believe that no- 
ly in his parliamentary party is worthy of 
motion? Not really, but he does feel it is 
ood to blow some fresh air into the stuffy 
Dp of Bonn. He. EH likes to show 
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< pean unity. Not content with burrowing 
. dent Mitterrand. now wants to dig his 


- chosen is a formidable mountain called 
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by private and public money, with the 
Community chipping in. Ariège will in- | 
vite tenders from throughout the EEC. | 
The politicians of Ariége have been | 
lobbying for a road tunnel under | 
Puymorens since 1976. They claim that it — 
will help open up their department, | 
which is in a geographic and economic | 
cul-de-sac. But inhabitants of other de- 
pressed end-of-the-road valleys in the 
dad say Ariége already has a rail 
tunnel. under Puymorens, and some 
grumble about favouritism: President 
Mitterrand praises the people of Ariège | 
for their steadfast loyalty to socialism. 
Politics apart, the tunnel will mean a 
direct year-round route between Tou- 
louse and Barcelona, two cities with 


growing cultural and economic ties. Al- 


i 

| 
ready the Catalan administration has | 
built a tunnel of its own south of | 
Puymorens and is improving the road | 
northwards from Barcelona. The French | 
tunnel is scheduled to open in time for | 
the 1992 Olympic Games in Barcelona. — | 
Andorra too should benefit from the | 
new tunnel, although it has de- | 
i 

| 

| 

| 

| 






cided not to rely on the French to 
improve its communications with 
the outside world. In the self-sufh- 
cient tradition that has kept An- 
dorra independent and at peace 
for 11 centuries, the tiny state has 
decided to build its own tunnel— 
within a few miles of the 
Puymorens one. 





Armies in Europe 


Not to be 
outglasnosted 


WO can play at glasnost, one hopes. On 

November 25th NATO published its esti- 
mate of the size of the rival alliances’ armies 
in the area between the Atlantic and the 
Urals at the start of this year. For both NATO 
itself and the Warsaw pact, they are little dif- 
ferent from those produced by the Interna- 
tional Institute for Strategic Studies (for the 
middle of the year, see table), which have 
hitherto been the unofficial standard in the 
West. In taking the unusual step of publish- 
ing its own estimate, NATO was probably 
hoping to influence the coming talks on cut- 
ting non-nuclear forces in Europe: 

The NATO figures come from a study by 


its staff in Brussels. They are not necessarily 


more accurate than the uss ones: although 
they spring from higher-level intelligence in- 


NATO — WP NATO — WP 
Divisions — — 1053 1013 1030 2243 
Troops 234m 214m — 221m 309m! 
Tanks 22,000" 53000  22224' 51500 
Arie = 10,600 36,000 17,328°* 43,400" 
IFVs —  62001f 23600 — 47281t 22400 - 
Combat aircraft — — — 397 8250- 
Attack aircraft 2,865 2330 — = — 
Fighters — 1178 4432 . — = 


t includes general support troops ‘and air-defence troops excluded by 
HSS * includes about 8,500 tanks in storage  ** includes large 
mortars, not included in HSS figures — Tt includes 575 Infantry Fighting 
Vehicles in storage : 
formation, they also had to be agreed upon 
by 16 countries, and some bias almost cer- 
tainly crept in. The chief interest lies in their 
effect on Russia. Will they lead the Russians. 
to come clean when the new arms-cutting. 
talks get started, probably early next yea£ 
Getting agreement on the size of the wo 
sides’ forces has bedevilled previous. arms- 
cutting efforts. 

Although NATO officials sabre main- 
tain that they just wished to be open about 
these things, they privately admit that they 
thought Russia was about to release its own 
figures, and wanted to get theirs out first. 
That would put the Warsaw pact in the posi- 
tion of reacting to what most people would 
by then have accepted as established fact. 

Fair enough, but publicity has its dan- 
gers. One of the hardest things about agree- 
ing on military numbers is accepting com- 
mon "counting rules". For example, should 
tanks in storage be counted, or only those 
assigned to active units? In making its study, 
NATO necessarily had to make its own count- 
ing rules. Although these could later be 
changed by the disarmament negotiators, 
the western allies may find it harder to be 
flexible now that they have published thes: 
report. If the Soviet Union now releasesi 
own figures, negotiations on the counting 
rules will in effect have started even though 
the negotiators have vet to sit down. 

. One of the main differences between 
NATO's and the iiss's counting rules is in the 
treatment of divisions. The ss counts only 
divisions with half or more of their full 
establishment of soldiers. The NATO study 
counts all those with 5% or more of the 
planned manpower, which includes Russian 
£4, l m Enea 

framework” divisions that would take 
many weeks to mobilise. 

The other main difference, one that is 
certain to be a bone of contention, is in the 
treatment of aircraft. NATO has lumped to- 
gether all combat aircraft—fighters, bomb- 
ers and ground-attack—and this shows a 
clear communist superiority. The Russians: 
coim. not un iei M that fighters are 





























| STRY OF AGRICULTURE 

| . TENDER NOTIFICATION B 
OR BIDS: IFB NO. MSADP/A/IFB 4—VEHICLES AND EQUIPMENT - 
|... LOAN NO. 2733 UNI | 


of the Federal Republic of Nigeria has received a loan of $162m (one hundred » 
million US dollars) from the International Bank for Reconstruction and 
IBRD) in various currencies. It is intended that p part of the proceeds of this loan 


e applied to elaine payments, under the contract: MSADP/A/IFB 4—Supply of Vehicles m 
u ment. 


The Anambra State Agoia Development Project now invites sealed bids from eligible | : 
bidders for the supply of vehicles and equipment as specified i in the Bid Documents. Interested. 
eligible bidders may obtain further information from and inspect the documents at the office of: 


ANAMBRA — AGRICU LTURAL DEVELOPMENT PROJECT, 
Hm ONITSHA ROAD, . 
_ MINISTRY OF AGRICULTURE, 
| 3. M. B. 01 146, 
NIGERIA 
OR they may purchase the documents from the office of | 
AGRICULTURAL DEVELOPMENT PROJECT 5 LI Al SON AGENCY (A.D.P.L.A. A 


‘LONDON W1X 3PA, 
UNITED KINGDOM 
- TELEX NO. 296298 
A complete set of Bidding. Documents may be purchased by. any eli 
of a written application and on payment of a non-refundable sum of $ 
twenty US dollars) or N500 (five hundred Naira) if purchased i in Nigeri é 


All bids must be accompanied by a. Security Bond of the anic unt state 
US dollars or eq uivalent amountin another freely convertible currency à 


|  A— THEPROJECT MANAGER, © 
ANAMBRA STATE AGRICULTURAL DEVELOPM 
= ONITSHAROAD, __ 
MINISTRY OF AGRICULTURE, 

|. P.M.B. 01146, 

.  ENUGU, 

ANAMBRA STATE, 
NIGERIA 


and to have written: boldly and underscored on the top left- 
. PROCUREMENT OFFICER (MSADP/A/IFB 4)" and to reach him on or before 12 noon (Nigeriar 
|. time) on 20th January 1989. Bids will be opened in the presence of bidder's repres v 
who choose to attend at 1200 hrs (Nigerian time) on 20th January 1989 at the office of ie ! Mn- | 
ambra State Agricultural Development Project (address given above Eram. 
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France 


Enter the army 


FROM OUR PARIS CORRESPONDENT 


N HIS weekend flight back to Paris 
from the Soviet launch-centre in Ka- 
zakhstan, President Mitterrand had plenty 
of time to reflect how much easier it seems 
_ to be to send a French astronaut into space 
. to join a group of orbiting Russians than to 
get a million Paris commuters from the sub- 
-urbs to their offices. Waiting for the French 
president was a ragged but aggravating series 
of public-service strikes which ought to have 

_ been settled long ago. 
With the Socialist party uneasily united 
- behind him, Mr Michel Rocard, the prime 
minister, has taken a tough line with Paris 
- transport workers. On November 29th the 
— government called in army trucks to help 
stranded commuters get to work. President 
Biiaerand backed him up, saying he was 
B ernined not to let inflationary pay settle- 
ments jeopardise France's economic recov- 
ery. Though in complete agreement on this 
- point, the neo-Gaullist opposition party de- 
— cided to make mischief for Mr Rocard by 
- calling for a censure motion in parliament 
- that could, at least in theory, bring the gov- 
 ernment down. This would happen only if 
the Communists and the entire conserva- 
tive opposition united against Mr Rocard's 

- minority government. 

Three weeks ago Mr Rocard had reason 
to think the strikes would die out. The 
nurses had settled. All the big union federa- 

- tions except the Communist-led Confédéra- 
- tion Générale du Travail (CGT) wanted to 
- accept the government's offer of two catch- 
_ up pay rises, one now and one next spring. 


, 






. French army manoeuvres 
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The post in Paris was beginning to return to 
normal. Yet on-off strikes continued among 
transport, electricity and airline workers. As 
far as the public was concerned, things were 
getting worse. What went wrong? Rank-and- 
file workers did not all want to follow their 
unions. Worse for Mr Rocard, the Commu- 
nists decided to put pressure on him 
through the CGT. 

The Communists are desperate to make 
a pact with a reluctant Socialist leadership 
for next spring’s local elections. Unless they 
do, they risk losing some of their few re- 
maining sources of power and patronage in 
France's big towns. The Communists also 
may sense that they have some tacit support 
from left-wing Socialists unhappy with Mr 
Rocard's government. These Socialists feel 
that Mr Mitterrand is more preoccupied 
with meeting world leaders than with the af- 





fairs of France, and that Mr Rocard would, 
ideally, prefer to govern with a coalition of 
Socialists and centre-right politicians. 

This is clearly a mixture which, if left to 
stew, could go badly wrong. Yet none of the 
big parties has a real interest in chaos, either 
on the streets or in parliament. The Com- 
munists do not really want to push the So- 
cialists into the arms of the centre-right. The 
last thing most centre-right politicians want 
is to have to choose between their conserva- 
tive allies and the Socialists. Despite the re- 
newed pep Mr Rocard's travails have given 
them, the neo-Gaullists are in a weak posi- 
tion to take power again. President 
Mitterrand, who seems more and more dis- 
tant and distracted when things go well, has 
in the past positively enjoyed dealing with 
trouble. 








Naveniber' in the EEC 


Politics 
Foreign ministers gave a cautious welcome 
to the Palestine Liberation Organisation's 
| implicit recognition of Israel but did not 
themselves recognise the Palestinian state 
which the PLO unilaterally declared from 
Algiers. The ministers also called on Israel 
to make a matching contribution to the 
| 





peace process. 


European Commission 


WÉERMETESTETETTTETRESRTETSETSETTETRRTETTITARTSTTTTTTTRETSMTTTATT" "ttt t "ttt! 


Mr Ray MacSharry (who replaces Ire- 
land's Mr Peter Sutherland) and Mr 
Filippo Maria Pandolfi (in place of Italy's 
Mr Lorenzo Natali) were the two final ap- 
pointments to the new European Com- 
mission, which will take over in January. 
The commission's president, Mr Jacques 
Delors, has invited his new team to join 
him on December l6th in a remote Bel- 
. gian priory to decide who gets what job. 


Trade & industry 


IZIIIIIIIIIIIIILIBIILIIIUUBBIIIIIIIIIIIIIIIIIIIIIIIIIIIIILILILII 


The Community and the United States 
headed for a new trade dispute over an 
EEC ban on the import of meat containing 
hormones, which is used mainly for 
petfood. Negotiations in Brussels failed to 
solve the issue. If the ban comes into effect 
on January Ist, American retaliation will 
be immediate. 


Anti-dumping duties of up to 4796 on dot- 
matrix printers were the latest measures 
to be taken against Japanese products be- 
ing sold cheaply in the EEC. The Commu- 
nity's anti-dumping officials then turned 
their attention to China and Hongkong. 
Under investigation are small television 


sets from both countries and paint 
brushes from China. 


The commission approved a proposal to 
set up a fund of 6 billion ecus for loans to 
small businesses. 


Single market 


POPP PEERS EEE ETE EEE 


The European Commission is putting 
pressure on West Germany to drop plans 
for a new tax on trucks from other EEC 
countries which use its autobahns. 


Competition 

The commission fined the Danish fur 
breeders’ association 500,000 ecus for || 
abusing its dominant position in the EEC 
market. 


The West German and French govern- 
ments are under investigation by the com- 
mission for giving possibly illegal subsidies 
to their fishing fleets. 


Environment 


LPP PRR ESE EE EE EERE TE EEE E EEE EERE EERE ERE ETERS 


Environment ministers approved tougher 
standards on emissions from small cars. 
These are due to come into force by Octo- 
ber 1992, The French, who are big pro- 
ducers of cars in this class, had been resist- 
ing tighter controls. 


Court of Justice , 


The commission took Spain to court for 
not respecting EEC limits for the discharge |, 
of chemical waste into rivers: in this in- 
stance, the Gallego river in Aragon. 
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l's last stand. 

ae. Mr 

inger of the 
ned out to be 
nd Mr Lawson 
od still in his veins. 

rs might wonder, 
ag his luck can hold. 

d incellor's week started on a Fri- 

- day. On November 25th a record monthly 
trade deficit of £2.9 billion was announced. 
Interest rates were raised for the 
ninth time since the beginning of 
June, bringing base rates to 1390, 
their highest level since April 1985. 
On top of his recent row with the par- 
liamentary press over whether or not 
he intended to cut welfare benfits, 
this was enough to leave him poten- 
tially exposed. 

So thought the commentators. 
Mrs Margaret. Thatcher. had, they 
said, become sparing in her plaudits 
for Mr Lawson, and was thinking 
how nice it would be to have Mr Cecil 

Parkinson, the energy secretary, next 
door—to say nothing of her personal 
economic adviser, Sir Alan Walters, 
upstairs. The old sneers about 

_ Lawson—his girth, his arrogance— 

re wheeled out. 

WW" Truth to tell, there never was a 
groundswell of criticism of him in the 
Conservative party. Some members 

: of Parliament were willing to criticise 

~ his handling of the economy, but not 

_ the party's grandees. His cabinet col- 

‘leagues do not think his performance 

=a liability; at any rate, not so much of 

:'a liability as dumping a chancellor halfway 

vede a parliament would be. 

. Still, on November 29th, when the de- 

bate on the Queen's speech moved to eco- 

nomic matters, Mr Lawson had to be con- 
vincing. So, for different reasons, did Mr 
ordon Brown, Labour's shadow chief sec- 
retary. Since Mr John Smith, Labour's 
hadow chancellor, had a heart attack in Oc- 
tober, Mr Brown hes been deputising for 

im. Mr Brown is tipped as a possible future 

ader of his party. For this reason—and be- 

cause Mr Smith has a reputation (unde- 
ved i in the past year) as Labour's best par- 

Y A r Brown. was under some 




































pressure when he opened the debate. He 
had a great success; Labour backbenchers 
cheered their young hero to the echo. 

It is an unstated rule of parliamentary 
debate that, if one frontbencher has a tri- 
umph, the other side must ensure that his 
opponent also gets one. So when Mr 
Lawson followed Mr Brown, his own back- 
benchers cheered him, too. Thus bucked, he 
appeared the next day before a House of 
Commons select committee on the Treasury 





He survived 


where he told mps that he did not care 
whether he was praised or criticised—and 
showed, with his usual lack of delicacy, that 
he understands economics but that most 
other MPs do not. But then the main debate 
on economic policy does not take place in 
the Palace of Westminster but in the mar- 
kets, the Treasury and the press. 


Qut of the House 

Though Mr Lawson has survived with little 
damage to his reputation, the Labour party 
is encouraged. its more. honest members 
know that they have not been the source of 
the government's troubles, such as they are. 





Labour had nothing to do with the 
calculation of demand in the economy 
last October's stockmarket crash, of: 
the overheating of the economy that 
lowed. But what is bad for the governme 
good for Labour. it thinks that high int 
rates will hurt precisely those voters wh 
the past decade, became the- 
housebuyers in their family and 
promptly voted Conservative. Implici 
the government agrees. Conservative he: 
quarters fear that a discontent with hi 
mortgage rates will be reflected in the. 
election on December 15th at Epping For 
(see page 55). 
Labour's front bench thinks that it 
close to winning a political prize; a reputa 
tion for dull reliability in economic po 
Most of the party's economics team woul 
like to commit Labour to joining t 
European Monetary System (EMS 
which, they think, would signal thatit 
was determined not to allow roaring 
inflation. Labour now espouses finan- 
cial orthodoxy. Mr Brown watches 
the cost of Labour's plans with the: 
candi e-paring zeal of a young civil ser- 
vant in the Treasury. i 
In the Conservative camp; M 
Lawson has set his face against tight- 
ening fiscal policy, and will not even 
consider reversing the tax cuts he in 
troduced in this year's budget. Slow- 
ing down the economy, he claimed in. 
Parliament was (shrug) relatively sim 
ple, and (shake of jowls) rapid com: 
pared with the problems of getting i 
going. Did high interest rates mean 
that sterling would appreciate fur- 
ther, as it has this week? Quite po 
bly. Would industry therefore have 
moderate its wage increases to maifi 
tain competiveness? Naturally. Whe 

| the Confederation of British Indus: 
then cried to be bailed out by letti 
sterling depreciate, would he obli; 
Certainly not. 
Conservative MPs long to be convit e 
but worry that they have been here be! 
Mr Edward Heath reminded them du 
the economic debate that the pound's 
to $2.45 in November 1980 had resulted 
20% loss of Britain's manufacturing cap 
ity. Most of Mr Heath's interventions int 
House are nowadays ignored by Tory» 
When he summoned up the ghosts of | 
a few may have shivered. Had he called ais 
on the ghosts of 1973, when he himself ph 
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NWpTISCWQE tem rure xum 
BRITAIN 
National curriculum 


CU PT ae aat See te nee a TRIN Ey Y 


Lots of little guinea pigs 


In the bid to reform Britain’s schools, the government is trying a unique 


educational experiment 


HE most spectacular educational re- 

form of the Thatcher government may 
also turn out to be the most durable: the cre- 
ation of a national core curriculum, backed 
by attainment targets and assessments. Even 
before the curriculum for the first set of sub- 
jects has been published, education experts 
from all over the world have been arriving to 
study the proposals. From being diffuse and 
sometimes unco-ordinated to the point of 
chaos, the curriculum in Britain’s schools 
may soon become one of the most orderly 
and carefully designed in the world. 

Many countries (see box) lay down what 
school children should be taught. Britain is 
trying to design a system which will be more 
demanding, and at the same time flexible. A 
national curriculum will be set out for ten 
subjects: three "core" subjects of maths, sci- 
ence and English; plus seven others of his- 
tory, geography, technology, a modern lan- 
guage, physical education, art and music. A 
set of attainment targets will lay down what 
an average child ought to have learnt at de- 
fined ages. Children will be tested twice in 
primary school, at the ages of seven and 11, 





and twice in secondary school, at 14 and 16. 
Instead of being told simply whether they 
pass or fail their grade, pupils will be graded 
on a continuous scale, covering all ages. 
Thus an average seven-year-old might 
achieve level two, and a bright one level 
four; but a dim | l-year-old might reach only 
level three. 

This combination of stepped tests with 
assessments at different ages is unique. So is 
the nationally standardised system of assess- 
ment by teacher and by independent out- 
sider. So is the attempt to measure the 
achievements of children as young as seven, 
who will have to write on sheets that will 
then be sent away for independent marking. 
So will be the attempt to test attainment in 
unacademic subjects such as music and 
physical education. If the scheme works, it 
could have far more impact on the quality of 
teaching in Britain’s schools than any of the 
government's other, more controversial re- 
forms. 

To get there, though, the government 
first needs to agree on what will be taught 
and how learning will be measured. This 


Dictatorship of the professoriat 


France's education minis- 
ter is supposed to be able 
to look at his watch and 
tell vou that, at that very 
moment, every French 
13-year-old is studying 
Napoleonic history. Though France has 
one of the most rigidly defined state 
curriculums in Europe, the story has 
never been quite true. More crucially, 
even if it were, the minister would not 
have been responsible. 

Britain and the United States apart, 
most industrial countries have some form 
of national curriculum. The biggest mis- 
conception in Britain about such systems 
is that they consist of governments telling 
teachers what to do. Almost invariably, 
they consist of teachers and educational 
experts defining what should be taught. 
Other interest groups—such as teacher- 
unions in Japan—often exert a strong in- 
fluence too. 

Britain is the first country to see a na- 
tional curriculum largely as a means of giv- 





HOW OTHERS 
DOIT 





ing education’s consumers some kind of 


quality guarantee. That has led it to set 
unusually precise attainment targets for 





54 


children, and has given teachers a less cen- 
tral role on curriculum committees than 
elsewhere. Some British educational ex- 
perts claim that it is impossible to imple- 
ment a curriculum not designed by educa- 
tional producers like themselves. Critics 
of teaching practices in other countries 
who might want to promote consumer 
over producer interests will be watching 
carefully to see if that is true. 

How rigid can a national curriculum 
be? The Greeks have come closest to find- 
ing the answer. Each week, all Greek pu- 
pils of a particular age study the same por- 
tion of a government-published textbook, 
and are examined on what they have 
learnt. Most other countries are less dicta- 
torial and are tending to become even less 
so. Some of the strictest are in the third 
world: former British colonies such as Ke- 
nya have been particularly keen to pre- 
scribe textbooks, exams and teaching con- 
tent in primary schools as a means of 
creating a modern nation-state. That has 
not always: produced the desired result, 
and Kenya is slowly trying to release teach- 
ers from the straitjacket which can pre- 
vent good teaching. 








year's Education Reform Act not only de- 
creed that there should be a national curric- 
ulum, but set out precisely how it must be 
introduced. The act gives a lot of power to 
the new National Curriculum Council, 
which publishes its first recommendations, 
for maths and science, on December 5th. 
Mr Baker will find it hard not to accept 


| 


Industrial countries like France, West 
Germany, Holland and Japan are also try- 
ing to move away from setting the precise 
factual content of the curriculum in fa- 
vour of more general guidelines. Teachers 
do not always welcome such freedom. In 
France 1096 of the curriculum has been 
optional since the mid-1970s; and text- | 
books are only recommended, not stipu- 
lated, though teachers prefer to stick to 
the set texts. French teachers tend to re- | 
gard the teacher-written curriculum | 
rather as old-fashioned  printworkers | 
viewed union rules. 

Most of the differences between coun- | 
tries are not to do with the structure of 
their curriculums but with national cul- 
tures. Thus the French have always been 
keen on giving pupils an all-round general 
knowledge and on studying set books; the 
Scandinavians are increasingly interested 
in teaching about environment and the 
global village; the Japanese are keen to at- | 
tend to the moral and social health of | 
their pupils in a world of "affluent hu- 
manity’’. Religious education is obligatory 
in West Germany and Norway, and (at | 
present) the only compulsory subject in 
Britain. But perhaps the luckiest pupils | 
live in Ireland, the only country where | 
singing is compulsory up to the age of 16. | 














THE ECONOMIST DECEMBER 3 1988 






























































uius kei new act says, he iue have 
“to submit a revised v ione and as differ- 
ences with the counci 
tary debate. Accept tl 










the working 
jurriculum for 
ruatfis Thess grou; Pina : 
August, offered th | 


of a ational currict i 






Thatcher and enc: Mr Baker, 


central to the shape of the new curriculum. 


Mr Graham's drafting skills should al- 


low Mr Baker to slither through the ideolog- 


ical gap between received wisdom at the - 
chalk face and in Downing Street, at least on - 
"the maths curriculum. But there are plenty. 


more tricky things to sort out before the first 
children start learning the core curriculum 
án maths, : 
September: - 
:€ Even more controversial than the content 
-of the curriculum will be the way children 
are tested on it. That is partly because the 


-curriculum council. might be tempted to. 
¿pass the buck on the thornier issues to its 
'sister body on exams and assessment. It is all. 









"very well saying that children should be able 
“to divide without specifying how, but do you 
ye them calculators in exams? 

"The NCC's next job will be to sort out the 
English curriculum. The English working 
weroup, which reported on November 15th, 
sdelivered a report far more muddled than 
khe maths working ere members 





fect veh chaired. | 





working group that will soon start to 
kle the history curriculum will have an 
-harder job. Should pupils know the 
ate of the battle of Hastings, understand 
re military strategy of William the Con- 
ueror, or discuss the standpoint from 
hich. Harold saw his claim? Modern 
ducators believe that dates, like grammar 
anc long rd have put many pupils E 
















at ene English National- 


ar will not lease Mrs ] 
even | 
though he does not think such issues are - 


English and science next 


say local estate agents, house prices had for 


sson for Mr Baker: ap- 
ointing tpicemen 1 to ed many committees . 





ist, Imperialist, Marxist, Whig? 
@ What of cultural differences’? The place 
of Asian studies in schools with lots of immi- 
grants will be a sideshow, compared with the 
demands of the ethnic British. The Welsh 
have their own curriculum council. The lo- 
cal "Taffa" has found an ingenious way to 
dominate its proceedings by conducting 
them bilingually, complete with head- 
phones. Anyone who has to rely on the 
translation from Welsh into English finds it 
hard to take part in discussion. 

€ Enthusiasts for minority subjects are 
clamouring that they must not be crowded 
out. Those interested in dance and drama 
fear they may just be included under music 
and English respectively. Archaeologists will 
have no such nonsense: they have drawn up 


 anentire curriculum of their own, complete 


with attainment targets at each level, and 
sent it to the curriculum council. Poor Mr 


Graham. 





Outer London 


Thatcher country. 


F ALL the areas round London, the 

ones to its north-east are those that 
outsiders find most mysterious. Suburbs like 
Romford, Ilford and Walthamstow seep into 
rural Essex, which itself merges with the 
North Sea in an indistinct wash of mist and 
foreshore. Out there, in the parliamentary 
constituency of Epping Forest, the death of 
Sir John Biggs-Davison, a Conservative, has 


led to a by-election due to be held on De- 


cember 15th. Barring catastrophe, the Con- 


servative candidate, Mr Steve Norris, will 
hold the seat for his party—he defends a ma- 


jority if 21,513. The interest lies in how well 
the Labour party performs. 

‘Loughton, one of the constituency’s 
main centres of population, is what unkind 


critics would consider a typical patch of 


Margaret Thatcher’s Britain. Until August, 






















of seats 


held by:| $&.| Conservatives PME T Labour 11-3 Liberals 


two years increased by 30 30% a year. 


map shows how the 97 parliamentary co 


home-county suburbs voted in the 19 





La bo ur S fading rose Constituences in outer London and the suburbs 


paces the London average. Many bu 
have come from East London; Cockn 
trepreneurs have snapped up top hou 
satellite-dish and all, for £1m or more. 
Loughton High Street has few 
stores, save for the Safeway's super 
(it used to be a Presto; Loughtoners we 
the upgrade) and the Belgian choco 
shop. In their place are the women’s cloth 
stores—La Ruche, Samantha, Designer D 
pot (“Special offer: sequin tops, £19.75"" 
all selling lingerie and costume jewellery 1 
That Big Night Qut. At the pub up the roat 
in Theydon Bois, where they do not alk 
street lights, a local (with thick Cockney : 
cent) tells the landlord (in bow-tie and dri 
shirt) about the brace of pheasants he h 
last night. 
When these folk (or, more likely, t 
parents) lived in East London, they cheer 
the Queen Mum during the blitz: but th 
voted Labour. Many of them continued. 
support Labour throughout the 1960s, 





stituencies in outer London and the inr 


election. Some areas, like Surrey, have 
ways been true-blue. But to the north ai 
east of London, in new towns like Stevenagi 
and Harlow, Labour used to do well. 

Compare that with the position afte 
the 1987 election. Labour now holds onh 
ten of 102 seats in approximately the sam 
area (constituency boundary changes ex 
plain why are maps are not identical, à 
the difference in seat numbers). A typica 
home-counties politician would no longe 
be Mrs Shirley Williams, who once held 
Hitchin for Labour, but Mr Norman 
Tebbit, the Thatcherites’ Thatcherite, whe 
grew up in the north-east London suburb o 
Edmonton and today sits for Chingford 
next door to Epping Forest. 

A few years ago, pundits had written of 
Labour's chances of quickly getting thes: 
seats back. If there was a challenge to th 
Conservatives, it was thought, it wouk 
come from the Social Democratic/Libera 














Conservatives 


Hardly. The little screens you see 


‘dotted around Jones Lang Wootton are 
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the computer whirrs into action doing 
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properties are then churned out for 


your perusal. 


Iu 


TENEANT 


tem 
ess 

ROCKS 
AD 


RA 





And our Research Division, whose 


hot water. To name but a few. 
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) in 1987. he Al lance indus oe 
abour in Epping Forest. 

Yet an hour or two in Loughton makes 
possible to believe that the values of the 
nce—mild greenery, devotion to civil 
ies, suffocating “niceness — were ever 
ly those of these London suburbs. And 
y the Alliance has autodestructed; both 
. Democrats and the Social Democrats 
fielding candidates at Epping Forest, 
h means that both are likely to be 
milated. —— 

The woes sof d old Alliance partly ex- 
he belief of Labour politicians that 
can woo back some of their erstwhile 

ters. in south-east England. High in- 
ates will hurt suburban first-time 
yers, few of whom will have parents 


hem a nest-egg. In the end, however, 
the sort of by-election that usually 
a big swing against any government, 
burban vote will probably stay Con- 
tive. Why? Because the leaders of all 
opposition parties would instinctively 
their noses in distaste at Loughton 
treet. Mrs Thatcher would not; and 
bbit would feel right at home. 








blic-sector pensions 


! e notions 


JERHAPS the murkiest of all the murky 
s in Britain’ s public finances is the 
marked | “public-sector pensions. 
time to time it is suddenly lit up. That 
ned recently when the pp an- 
iced that the National Health Service 


ks to a cut in employers’ pension con- 
tions from 71296 to 4% of pay. 

similar cuts have become commonplace 
‘ivate-sector pension funds, as high re- 
on their investments have pushed 
‘of meni into actuarially calculated sur- 








: owned property long enough to 


) would next year have an extra £300m, : 





THAT happens to mortgage de- 
faults when interest rates rise from 
99 % to 123496 in just six months, in a 
country where two-thirds of household- 
ers are home-owners, mainly with flexi- 
ble-rate mortgages? Astonishingly, build- 
ing societies are quietly confident that, in 
the second half of 1988, the number of 
defaults will not go up but down. 

Between 1979 and 1987 the number 
of homes repossessed by building soci- 
eties went up ninefold. That unprece- 
dented increase was blamed variously on 
more unemployment, more owner-occu- 
pation and high real interest rates: all 
had reached postwar records. But as the 
chart shows, there has been little correla- 
tion during the 1980s between interest- 
rate rises and mortgage default. Between 
mid-1987 and mid-1988 the repossession 


| 
| 
| 
| 
| 
| 
| 
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Properties repossessed 
by building societies, per six months 
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Sources: CSO, Building Societies Association 


limit surpluses to 596 of a fund's value, be- 
cause the Inland Revenue felt companies 


"were exploiting the tax exemption for pen- 


sion contributions. Many companies have 
cut their contributions; some have taken a 
complete "pensions holiday" for a year or 
more. So why worry if the public sector fol- 
lows suit? 

No need—so long as its schemes are 
genuinely similar. Some are. State industries 
such as railways and coal have pension 
funds like any other (though telecoms had 
to invent one when it went private in 1984). 
But most public-service schemes are not like 
that. All provide generous and inflation- 
proofed pensions, but they “meet” the cost 
in three different ways: 

@ Pure pay-as-you-go. The pay of police and 
firemen is docked by 11% as a “contribu- 


tion” to their pensions. Civil servants and. 


soldiers do not contribute even in theory, 
but—supposedly—have lower pay rates in- 


stead. There is no employer's contribution - 
because, in all these cases, there is in fact no... . 


rate—along with the number of sole | 
in serious mortgage arrears—actually d 
started to fall. 

How, though, can building societies 
expect this improvement to continue as 
mortgage costs soar? They have always | 
blamed high default rates on marital | 
break-up or job-loss rather than on new” | 
home-owners taking on more than they ` 
can afford. Now, the societies point out, 
repossessions have fallen as unemploy- 
ment has. Home-owners in work cut 
down elsewhere if their mortgage pay- 
ments rise: they may default on other 
debts, but take care to cover the mort- 
gage. For many households, belt-tighten- j 
ing can wait until next April: 40-4596. of. -if 
mortgagors are on "budget" schemes 
which adjust repayment rates only at the 
start of each financial vear. 


Owner occupation 
Yo Of ali households 







Unemployment rate 
As % of labour force —- 
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fund, nor even a pretence atone. =. 
e Adjusted pay-as-you-go, or "notiona 
funds”, covering teachers and the NHS. Em- 
ployees contribute 5-696; employers. from | 
11/296 (shortly to be cut to 4%) to 93496. But 
the money.sticks in the Treasury's pocket; 
the funds are entirely. notional. That does 
not stop Álice-in- Wonderland meetings—of 
real people—to fix on the government se- 
curities they might notionally have bought - 
(the rules preclude notional investment in 
notional equities, let alone notional works 
of art); and the result is solemnly valued by 
the government actuary every five years to | 
see if employers contributions should 
change. | 

€ Local authorities have genuine funds 
(around 100 in all, since not every authority 
has its own fund). Employees put in 5-696 of 
pay, employers about 596 on average. These 
are invested and regularly valued like any 
private-sector fund (though occasionally the 


assets are: used to score poliieak poirier, a as 
when: some Labour c ; T. 















aries have recently recommended contribu- 
tion cuts. Some authorities, such as Lam- 
beth, have taken a full contribution holiday; 
others have merely reduced contributions, 
but now look forwatd to a valuation next 

April that may allow a further £150m cut in 
. 1990-91 —a handy cushion for the first year 

of poll tax in England and Wales. 

W hy not have real pension funds for ev- 
eryone? The Treasury rightly jibs at raising 
taxes only to invest the proceeds in stocks 
and shares. The national-insurance fund, 
out of which state b »enefits are paid, is no- 
tional for the same reason (and it too is 
heading for a big notional surplus): the 

. Treasury treats contributions and payments 
just like other taxes and spending. Local au- 
_ thorities have real pension funds largely as a 
historical accident—and perhaps to main- 
tain the fiction that their employees! pen- 
ion rights need special protection since 
Whey could go bust. 

Curiously, it might make better sense to 
set up notional funds for civil servants, sol- 
diers, police and firemen. Daft as it sounds, 
it would demonstrate to staff (and taxpay- 
ers) that pensions do not grow on trees. The 

rules would have to be changed to allow no- 

tional investment in equities, to make the 
notional funds truly parallel with real ones. 
Valuations of these funds should also be 
speeded up. The NHS one that Mr Lawson 
took advantage of was based on April 1984 
figures. The previous review of April 1979 
had also recommended cuts in employers' 
contributions, but was ignored partly be- 
cause it had taken so long. The next, for 
April 1989, will suggest further cuts. 

That would create a chance for one 
other real change. None of the public-ser- 
vice pension schemes makes even a gesture 
towards covering the cost of inflation-proof- 

. ing, which is met directly out of taxes or 
ates. If the NHS’s notional fund had to 
cover index-linking, NHS employers would 
find Mr Lawson's cash-releasing cut of 342% 
turned into a cash-absorbing increase of 2%. 
Understandably, they do not like that idea. 
Nor do other public-service EE But 
index-linking is a (statutory) privilege that 
no real-world, private-sector fund can guar- 
antee—and one that rightly caused fierce re- 
J sentment in the inflationary 1970s. Forcing 
2 public-service pension funds, notional or 
-. real, to make allowance for it would do more 
to clarify this murky area than anything else. 
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i a The man who drew our cover this week, Kevin | 
1 ; Kallaugher, has just published a book of carica- 

| tures. "Drawn from The Economist" can be or- | 
dered from The Economist Publications Ltd, 40 | 
; HB Duke Street, London wia ipw, or 10 Rockefeller | 
1. Plaza, New York, NY10020. Prices (including post- | 
Lage): £13 in Britain, $24.95 in North America, £19 | 
J 
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| Rented housing 


Building on a BESt bet 


IHfated News on Sunday). Here too du 


ANT an asset solid as bricks and mor- 
tar at 4096 discount? Simple. Put vour 
money into a Business Expansion Scheme 
housing company. Opened to investors by 
this year's Finance Act, these companies 
have already attracted over £100m. By the 
end of the tax year, next April, the total 
could be £300m. By 1993, the cut-off date at 
present envisaged for this way of promoting 
private rental, BES companies could own 
50,000 houses. 
The BES scheme offers top-rate relief 
from income tax (and, eventually, from any 
capital-gains tax) on up to £40,000 a year 


How landlords were 


put into the equity of new, small companies. 
Up to a date in October, the 26th this year, 
half the investment, to a ceiling of £5,000, 
can be backdated. Hence the recent rush of 
money: top rate in 1987-88 was 60%, to- 
day's is only 40%. 

That is not the only reason for the rush. 
When BES was started, in 1983, the aim was 
to foster enterprise. But investors soon 
showed that what they really wanted were 
assets-—farmland, a hotel, even wine. So the 
rules were later tightened. Ministers' zeal for 
rented housing has now reopened the asset 
route. If they sell out after the minimum five 
years that qualify for tax relief, investors can 
be sure there will be something solid to sell. 
In contrast, other BES projects this year have 
attracted barely £5m. 

Little BES money will be "on the 
ground” by next January 15th, the date 
when the new housing law ends rent control 
on new lettings. But the impact by 1993 






















could be significant. Johnson Fry, the 
ket leader, has already raised over £201 
year, divided (to a legal ceiling of i 
apiece) between several companies. Its 
vestors are looking first for capital gro 
So nearly all rental income will go to finan 
borrowing—a further £10m, perhaps. 
other promoters do the same, a nations 
£300m a year would become £450m; 
half what the state invests through ho 
associations. The five-vear total could be 
billion, perhaps 50,000 houses. | 

The money will be split between € 
ing houses and new, usually built in pa 






















ship with developers. Johnson Fry's inves- 
tors favour the north of England. Low 
capital values there, especially for old 
houses, probably offer more scope for c 
tal growth and certainly higher rent vield 
9-11% gross, say 712-976 net, against 6-8' 
gross in the south-east. But others aim mo 
at the south-east, and Scottish BES promo 
ers have found local backers. 

Target tenants of Johnson Fry co 
nies will.be middle- to down-market: y 
transients, graduate students, couples v 
cannot yet afford to buy, middle manag 
needing a two-year rental. One reasoy 
though it bites little in the north —is- 
statutory BES ceiling of £85,000 per h 
(or £125,000 in greater London). $i bigg 
one is the present pattern of housing: mo: 
well-off households own or want to ow 
their homes. Thus the northern ]ohn 
Fry company is buying turn-of-the-centy 
terraced houses in Durham and Leeds 








where these are cheap, even after refurbish- 

ment costs, in relation to rents. 
— Other houses will come, for instance, 
from the defence ministry or British Coal, 
or on new private estates. But only in small 
packets: the wise BES company wants its 
houses mixed up with owner-occupied ones, 
“not in a "rental ghetto". Small companies 

m y contract out their management, per- 

haps to housing associations—though these 

today cautious about such schemes. 

The testing time—for ministers" hous- 
ing hopes—will be when a company's five- 
year period is up. Will it sell out and be 
ha ound up, to give investors back their capi- 
tal and gains? If so, the rented sector may 
gain little; Bes will have served merely as a 
tax-avoidance device. 

—. Many BES companies today envisage just 
this exit route. Yet when the time comes, in- 
in ors may (and there are already signs that 

y will) prefer to stay put. How better to 
in vest than in solid assets, income flow— 
anc freedom from gains tax? In such cases, 

e company, probably merged with others, 
uld be floated publicly, to offer a way out 

foi E those shareholders who want one. And 
ate rental will be halfway to being re-in- 

e ented as a normal business like any other. 


Company cars 
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Driven crazy 


TO EW status symbols are more potent than 
a the company car. Of the streams of 
Vauxhall Cavaliers and Ford Granadas sail- 

ng down the fast lane of motorways, heavy 
| wi metal and gleam, a large proportion are 
ovided by firms to employees who rarely 
e cem for work. No other country in Eu- 
rope enjoys flaunting its tax-dodge schemes 
on its roads as flamboyantly as do the Brit- 
ish; but then few other countries in Europe 
ix this benefit-in-kind so lightly. 
Company cars account for around half 
f all new car registrations in Britain. Be- 
cause 95% of them are cars made in Britain, 
Ye tax concession has become a device to 
keer carmaking in Britain uneconomically 
alive. Mrs Margaret Thatcher really should 
not approve of this captive market for 
Rover, plus America’s still-in-Britain Ford 
and Vauxhall. 
A recent survey by Hertz*, a car-rental 
firm, estimates that Britain's 2m company 
cars cost firms over £12 billion a year to buy 
and run. They are not simply machines pro- 
vided to employees who need them for their 
vork. They have become a main tool of per- 
f onnel policies, an ingrained part of corpo- 
rate life. The survey suggests that two-thirds 


L YThe Hertz Report 1989: The Fleet Factor, Finance, Fis- 
cal Policy and the Future. Hertz Leasing, Isleworth 
.. House, Great West Road, Isleworth, Middx, TW7 5JF. 
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of company-car drivers would want to keep 
their cars even if all the tax advantages were 
removed. 

Most of the consequences of company 
cars are pernicious. Hours of management 
time go into deciding which grade of worker 
should get the Escort, which the Sierra, 
which the Granada; distinctions which rein- 
force the sclerotic hierarchies endemic in 
too many British firms. Cheap company mo- 
toring distorts public-transport policies and 
encourages traffic jams. 

The Treasury has long wanted to get to 
grips with this perk. Drivers of company 
cars are currently taxed according to the 
car's original cost, its capacity and its age. 
The tax is halved if the driver clocks up 
more than 18,000 miles on business a year, 
and doubled for fewer than 2,500 miles. The 
Hertz study suggests that it would take a 
fivefold increase in tax to capture the full 


Salud, tapas 


LL of a sudden, Spanish culture has 
become fashionable in London. 
Spain has long been popular with British 
holidaymakers—7.5m Britons went 
there last year. Yet once back from jet-set 
Marbella or more modest Lloret de Mar 
on the Costa Brava, Spain would be for- 
gotten until the next visit. 

Now magazines and colour supple- 
ments have endless articles on Spanish 
food, architects and clothes designers. 
Barcelona rather than Paris has become 
the city to go to for the weekend. And 


London has seen the arrival of the tapas 
bar. 


Better than Benidorm 


value of a company car to a mainly-for-plea- 
sure driver. By contrast, the mainly-for-busi- 


“ness driver—clocking up near to those 


18,000 miles a year—may already be close to 
paying tax on the full value of the benefit. 

In this year’s budget Mr Nigel Lawson 
doubled taxes on company cars. That re- 
duced the loss of revenue to the exchequer 
from about £1.1 billion a year to £750m a 
year. He also hinted that he would double 
rates again next year.That would help to 
capture the value to a driver of not having to 
meet depreciation costs by borrowing or 
saving for a replacement car. But it would 
leave untouched another loophole: that na- 
tional-insurance contributions are not lev- 
ied at all on the benefit that cars provide. As 
NICs represent a rising proportion of total 
taxes on wage bills, that loophole grows in 
significance. 





Though Britain has plenty of Span- 
iards (40,000 in London alone, accord- 
ing to the Spanish embassy), those who 
work in restaurants have been far more 
likely to be seen rushing around with 
steaming platters of pasta at Luigi's 
rather than paella at Don Quixote's. The 
few Spanish bars and restaurants have 
catered mainly for expatriates. 

All that is changing. Over the past 
couple of years middle-class tourists have 
begun to discover the "real" Spain and, 
with it, proper Spanish food. Hence the 
rash of tapas bars springing up. in 
London. 

Tapas are snacks—such as fried 
shrimps or little skewers of spicy lamb or 
fish—that Spaniards eat to tapar (mean- 
ing to “put the lid on") the appetite until 
dinner—traditionally not until after 10 
pm. The fact that tapas are tasty and in- 
expensive (the dishes usually cost be- 
tween £1.50 and £3) is a more likely ex- 
planation for the bars' success. Young 
Londoners have been short of places 
where they can meet their friends for half 
an hour or the whole evening, chat, 
drink and eat small quantities of good 
food. 

So far there are about 15 tapas bars 
in London. Rebato's in Vauxhall is re- 
puted to have the largest variety of 
snacks. Older Spanish restaurants are 
hurriedly expanding, hoping to catch the 
tapas wave. And Londoners are learning 
the ways of the bars. One television exec- 
utive says that, at her packed local tapas 
bar, anybody wanting a bottle of Cordon 
Negro (champagne) and chorizo al jerez 
(spicy sausage cooked in sherry) should 
order them in the right Spanish accent. 
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meno MS in leve aged 

outs. Its $25 bil lion bid: 
cepted over the offers made by 
the RIR management group 

. and First Boston. Mario - 


| Cuomo, governor of New 


: York, asked the state's $36-bil- 
. lion pension fund not to in- 
vest in LBOs, | 


Two bid protagonists reshuf- 

fled their cards. Tiny Row- 

-land (above left) raised 

| £180m ($331m) by selling 

 Lonrho's wine and spirit 

business to Brent Walker, 

. à leisure and property com- 

: pany. Alan Bond (above 

right), the Australian who 

controls 21.596 of Lonhro, 

raised some cash by se lling 

i. both his 3196 stake in HK-TVB,. 
} the Hongkong television 

~ channel, and his 14.9% of 
Britain's Tv-AM. Mr Bond also 

said he would join the auction 

_ for Texaco Canada, which 

. may fetch about C$5 billion 

; ($4. 2 billion) for its American 


Cimpa, a Canadian prop- 
rty and retail group, is selling | 
Ann Taylor, its up-market 
fashion chain, for $430m. It - 
will use the money to pay back 
some of the mountain of debt 
that it built up when it bought 
Federated, a chain of depart- 
ment stores, last year. 


Pernod-Ricard has won con- 
trol of Irish Distillers. The 
rish firm's board backed the 
'rench bid of 1£285 ($441m) 


| 


rather than a higher offer 
from Grand Metropolitan. 


Hong Kong Telecom vill 
sell 896 of its shares on 
the local stockmarket this 


month. The HK$4.1 billion 


($525m) share issue will be the 


colony's largest. À fund con- 


. trolled by the Chinese govern- 
. ment will take 596 of the 


offering. 


Crumbling 


Too late to prevent a problem 
which may eventually cost the 
American taxpayer $100 bil- 
lion, the Federal Home | 
Loan Bank Board proposed 
new capital rules for Ameri- 
ca's stricken savings and loan 
associations. These would im- 
pose on the thrifts risk-ad- 
justed capital ratios similar to 
-those applying to banks, and 
effectively double their capital 
needs. Meanwhile the indus- 
try's losses narrowed from 
$3.8 billion in the second 
quarter to $1.5 billion in the 
third—but only because the 
figures exclude 75 insolvent 
thrifts which have been 
merged or acquired. 


OPEC reached its first pro- 
duction agreement for two 
years, nominally fixing output 
at 18.5m barrels a day—com- 
pared with current levels of . 

over 22m b/d. A sceptical 
market left the price of oil un- 
changed by the end of the 
week. 


Ins and outs 


Britain's Department of Trade 


and Industry decided not to 
refer the Al-Fayed brothers' 


takeover of House of Fraser 


to the trustbusters at the 
Monopolies and Mergers 
Commission. This vis a blow 
to Tiny Rowland, who thinks 
he should have got the re- 
tailer. The DTI is sitting 

on its unpublished report into 
the affair while the serious 
fraud office finishes its 
investigations. 


| 


} 
| 
| 
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Vittorio Ghidella, head of 
Fiat's car division and the ar- 
chitect of the revival of the 
Italian company, resigned af 
ter a row with group managing 
director Cesare Romiti. Mr 

| Ghidella had wanted more 
priority and autonomy for his 
bit of Fiat, which last year sold 
more than 2m cars worldwide 
for the first time in the compa- 
ny 's history. 


Arthur Andersen, a partner- 
ship of accountants and 
consultants, has rejected a 
plan to hive off the consul 
tancy side—which makes 
about half the profits. But 

the firm hopes to stem defec- © 
tions of consultants by paying 
them more. 


Golden R R fluttered 
down on the lucky chaps who 
left Primerica after it merged 
with Sandy Weill's Commer- 
cial Credit. Primerica had 
amended the contracts of 

its senior executives during 
the merger talks, so that 

ten of them picked up sever- 
ance payments totalling $95m. 


but the EEC claims tha 

has won a 73% share o: 
European market by preda 
pricing. | 


Cops' corner 


American police arrested 
George Koskotas (below), 
once chairman of the Bank 6 
Crete, who a charges of- 
misusing more than $300m o 
its money. Greece's socialist. 
government, which once hot 
nobbed with the glitzy banke 
now wants him extradited. 


South Áfrican police arrested 
Albert Vermaas, head of a 
Transkei-based financial em- 
pire, and charged him with 
fraud. By offering interest 
rates of up to 4096, he had 
lured the public to deposit 
R150m ($62m) with his bank 


_ | Scorecard 


Trading tiffs 


Arbitrators ruled thar 
Fujitsu, a Japanese computer 
company, should pay $396m 


. to IBM. This should end the 


| 
two companies’ six-year dis- | 
pute over Fujitsu's use of 1BM’s | 
proprietary software—during | 
which time Fujitsu has already 
paid $437m in licence fees. 


The EEC im posed "ant-dump- - 
ing" duties of up to 4796 on 
Japanese dot-matrix print- 
ers. Dotty, say free traders, 


Sumitomo Bank regained it 
position as Japan's most prof 
itable bank. First-half net in- 
come more than doubled to 
¥100.8 billion ($777m), as thi 
bank recovered from its 1986 
takeover of the troubled | 
Heiwa Sogo Bank. 


A fresh blast of competition 
hit first-half profits at the 
world’s largest quoted com- 
pany, Nippon Telegraph: 

. and Telephone. Contendin; 
with new and rival telephone 
services on long-distance line 
NTT cut its rates and so sufe 

. fered a 15% fall in preta 

. profits to Y170.6 billi ion n6 
bil llion). 
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Tomorrow's El Dorados 


JOHANNESBURG AND LONDON 


HERE'S no business like gold. Compa- 
nies spend fortunes looking for a com- 
modity which has limited practical use. lf 
they are lucky and strike gold, there is no 
way they can add value to their product. In- 
stead all gold mines receive the same fickle 
rice. They can compete with each other 
hly by producing it at the lowest cost. This 
decade, new finds in North America and 
around the "Rim of Fire", which girdles the 
Pacific, have made this look easy. The find- 
ers have, for the time being, changed the 
structure of the world gold-mining industry. 
The big loser is South Africa. 

South Africa's share of non-communist 
world production fell from 7096 in 1980 to 
44% last year. Total world production is ris- 
ing fast; last year it was a record 1,373 
tonnes, up 4396 on 1980. Most of the in- 

crease is coming from Ámerica, Canada and 
Australia. In all three countries the new gold 
rush is a by-product of the base-metal slump 
of the early 1980s. As base-metal mining gi- 
-ants retrenched, many small companies 
dashed in to buy equipment and hire staff at 
bargain prices. They went out and found 
gold all over the world, from Indonesia and 
Ireland to Burkina Faso and the Amazon 
jungle (where law and order has broken 
own under the pressure of an old-fash- 
ned gold rush). 
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New discoveries in safer areas have at- 
tracted the big mining houses with the fi- 
nancial power to develop them. Since 1985 
they have almost doubled mine output in 
America and Australia. This is one big rea- 
son behind the bid for Britain's Consoli- 
dated Gold Fields, which is the mining 
house most heavily involved in the new 
gold-mining areas. The bidder, Minorco, is 
the overseas-investment vehicle for Anglo 
American, nearly all of whose gold mines are 
in South Africa. are 

The most important of the new finds is 
in north-east Nevada: In 1982 Newmont 
Mining bought the "Lazy S”, a 230,000 acre 
cattle ranch, for $35m. It turned out to be 
sitting on top of what is now called the Car- 
lin Trend, from which Newmont will mine 
18 tonnes of gold this year. Newmont hopes 
this will rise to 50 tonnes by 1990, and reck- 
ons there is enough gold to keep production 
at this level for ten years. That makes the 
reserves worth, at current prices, $6.7 bil- 
lion. That $35m ranch was not a bad 
investment. 

The Carlin Trend is exceptional. More 
typical of the new gold mines is the smaller 
Ridgeway mine in South Carolina. This has 
been developed jointly by British Petroleum 
and a Vancouver-based company, Galactic 
Resources. They hope there is enough gold 






_any gold appears. This investment is wor 
making only if the reef of gold at the botto 
































to produce 3.7 tonnes a year (worth 
$50m at today's gold price) for 12 
Vast dumper trucks capable of carrying 
tonnes of muck at a time roll around the 
carrying low-grade ore to the processi 
plant. - a 
The main point about the Ridgew 
mine—and most of the other new m 
now coming on stream—is its cheapnes 
took three years and $90m to develop 
mine. This is about one-sixth of the cost 
a quarter of the time that it takes to dev 
a (usually bigger) South African mine 
new mines are low-cost, low-tech, low- 
operations, capable of taking dirt that S 
African companies would not bothe 
haul up—and yet making money from i 
At these open-pit mines, the averag 
cost of mining an ounce of gold is arou 
$200. Some firms, like Amax Oold, h 
costs of little over $100 an ounce. In So 
Africa the average working cost of mines 
was $305 an ounce last year. South Afric 
has moved from being the lowest-cost gol 
producer in the world in 1986, to being the 
highest among big producers. It faces thre 
big problems: its gold ore is deep; its o 
grade is falling; and the cost of labou 
needed to get it to the surface is. risi 
rapidly. en pM 
The world's deepest mine is South. 
ca's Western Deeps, where gold is mined 
miles below the surface. New reefs of go 
are being looked for in South Africa at e 
deeper levels. Mining at these depths 
hugely capital-intensive. A new South A 
can mine can cost R2 billion ($860m) to « 
velop and take more than ten years 








the grade of South African ore is falling fast 
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- [n 1970 its mines produced 13 grammes of 
- gold from each tonne of ore milled; that is 
down to just over 5 grammes today— partly 
because a government-imposed “pay-limit”’ 
stops mines from stripping the richest reefs 
- and ignoring low grade ores. 
As its grades drop, the only way South 
— African mines can stop total production 
from falling further is by bringing more rock 
- to the surface. That means employing more 
people. South African gold mines already 
- employ more than 550,000 workers, whose 
wages make up half the mines' costs. Infla- 
tion and strikes have pushed up total costs 
by 7396 over the past three years. 

Thus far the rand has fallen even faster 
than costs have risen, so companies’ domes- 
‘tic earnings have been insulated. Despite 
this, several South African mines are now 
losing money. Older mines, like the one at 
Stilfontein which last year produced 7.2 
- tonnes at an average cost of $403 an ounce, 
‘have lost a big source of earnings because 

— the Japanese have stopped buying South Af- 
rican uranium, a common by-product of 
— gold mines. 
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So, over the next five vears, South Afri- 
can mines will have to struggle—while for- 
eign rivals seem with ease to scrape gold off 
the surface in the American desert and in 
the jungle of Papua New Guinea. But the 
pendulum could swing back in the mid- 
1990s. Most of the new mines are cheap to 
operate, but they will have relatively short 
lives. Like California's gold rush, the days of 
the Ridgeways could all be over in a few 
years. Their reserves are too poor or geologi- 
cally too difficult to justify mining under- 
ground. Already shortages of labour and 
equipment in North America and Australia 
are driving costs up. 

Although South Africa faces falling 
grades and rising costs, it still sits on the 
world’s richest known reserves. No gold de- 
posits have been found outside South Af- 
rica that can stand comparison with the jew- 
els in the Witwatersrand—Kloof and 
Driefontein. Last year, these two mines pro- 
duced 96 tonnes of gold—only 12 tonnes 
less than the entire production of Australia. 
They have proven reserves to cover another 
45 years of production. 
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Italian job: Umberto, Vittorio, Cesare and Gianni 


T WAS dressed up as an everyday corpo- 

J rate dispute over strategy. Mr Vittorio 
Ghidella resigned as chief executive of Fiat's 
car division on November 25th, after “pol- 
icy differences". Mr Cesare Romiti, the Fiat 
group's managing director and a financial 
expert, wanted to push the company into ar- 
— maments, banking, telecommunications, 
- . you-name-it. Mr Ghidella, a cars man with 
model Ferraris on his desk, wanted to stick 

to cars. Mr Gianni Agnelli, Fiat's chairman, 


E 64 


told a meeting of executives that Mr 
Ghidella “has an auto-centric vision, while | 
see Fiat as an industrial holding group”. 
Business school stuff? Better. Here was a 
good, old-fashioned Italian dynastic power 
struggle. 

Here was tragedy, too. Fiat lost one of 
the world's most highly respected motor ex- 
ecutives. Mr Ghidella has not been given 
due credit for the recent achievements of 
Fiat Auto, the division which he has led 








since its creation in 1979. Last year Fiat sold 
worldwide more than 2m cars for the first 
time in the company's history. And this year 
Mr Ghidella was poised to achieve one of his 
most cherished aims—overtaking Volks- 
wagen as Western Europe's biggest car 
producer. 

The power struggle had been building 
up for some time. A year ago Mr Agnelli 
told the same group of executives that Mr 
Ghidella, 57, was the appointed candidate 
to succeed Mr Romiti, 65, as managing di- 
rector of the whole Fiat group. Mr Romiti, 
who is also chairman of Gemina, an invest- 
ment company of which Fiat is the biggest 
single shareholder, seemed destined to head 
the group's ambitious expansion into other 
fields. Mr Ghidella looked like the natural 
man to manage Fiat's industrial, and par- 
ticularly vehicle, businesses. 

But Mr Romiti is no power-sharer. Ear- 
lier this year he told an interviewer thal 
"here at Fiat we have one boss at a time'* 
Relations between the two top men, never 
easy, became increasingly strained. Mr 
Agnelli, who is 67, hinted on whose side he 
had come down when he announced in Sep- 
tember that he and Mr Romiti intended to 
stay on for another six years—at least. In the 
same speech, Mr Ghidella was referred to as 
a "spare tyre”. 

That spare tyre had really been a steer- 
ing wheel. Mr Ghidella dealt with what was 
wrong with Fiat. His obsession was the need 
to lower the car division's break-even level. 
This he did, bringing it down to a comfort- 
able 1.2m vehicles, thanks largely to massive 
investment in factory automation. The two 
most important cars in the Fiat group 
(which includes Lancia, Alfa Romeo, 
Autobianchi and Ferrari) are both creations 
of Mr Ghidella: the Uno, which accounted 
for nearly 4096 of sales last year; and the 
Tipo, a new medium-sized car on which Mr 
Ghidella had pinned his hopes of spreadir. 
Fiat's sales across more of Europe. Fiat dom- 
inates the Italian market, with 6096 of do- 
mestic sales. This dominance will be difficult 
to maintain with the abolition of European 
trade barriers in 1992. 

When Mr Ghidella leaves at the end of 
the month, Mr Romiti will take charge of 
Fiat Auto. He will almost certainly allow the 
momentum built up under Mr Ghidella to 
carry the cars division through to the early 
1990s. But thereafter Mr Romiti's vision for 
Fiat will assert itself. Mr Romiti has stressed 
the immediate need for Fiat to remain at the 
forefront of technology with acquisitions 
and joint ventures. Fiat has pursued this pol- 
icy successfully in Europe, but Mr Romiti 
now says it is time to cast the acquisition net 
wider if Fiat is to be an internationally com- 
petitive group. 

He may also change the style of opera- 
tions at Fiat Auto. Mr Ghidella's descrip- 
tion of a perfect engine—"'it should go 
about its work quietly without attracting at- 
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Imported youth 











Y viai dns he next century the 
world's five. biggest capitalist econo- 
mies will have a uart 


às many pension- 
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Gea to carry on rising à ong d every- 
one else's. There will be fewer non-earn- 
| ing young people, too. But spending less 
| on educating the young will not save 
| enough money to cover the extra bills of 
the elderly; and there will not be as many 
‘employees to pay taxes. One way of 
making the equation balance is to 

turn to immigration. 

| The average age of the popula- 

| tion in industrial countries will rise 

| from 29.25 now to 34.5 by 2025. 

Postwar baby-boomers will retire. 
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around 2010; the last members of 
the 1960s baby bulge have already 
entered the workforce. 

Birth rates have fallen since 
about 1970. So the old-age depen- 
dency ratio—the fraction of a re- 
tired person supported by each per- 

son in the working population— 
¿d will rise in all OECD countries: to 
-] nearly 50% in West Germany by 
| 2030 and, over the next 60 years, 

| peaking at nearly 4096 in Japan and 
; | 34% in Britain; even Italy and 
|| Spain, which have birth-rates 

_ much higher than the OECD aver- 

- age, will see their dependency ratios 
|! climb to around 4096. 

The tax base will not grow fast enough 
to pay for care of the elderly. This is an 
especially severe problem in West Ger- 
<d many, which absorbed lots of 30-year-old 

| > refugees in 1945 (and they are now aged 
. over 70); and Japan, where life expectancy 
~ was under 60 in 1945 but the country now 
| sees more of its women live past 80 than 
~ any other country in the world. Even Brit- 
“ain, where private pensions are common, 
‘will see a steep rise in its ratio of govern- 

ment social spending to national output. 
- On one estimate, from now on the 
earnings of Japan’ s workers would have to 
“rise by 2.4% each year, after inflation, to 
pay enough taxes just to maintain current 
levels of pension and health spending. 
. West German real incomes would need to 
tise by 1.8% per person each year, British 
ones by 0.8%. So far the main solution to 
is problem, recommended by the ogcpb 
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Governments avec industrial countries fave nightmares about the 


costs of supporting their aging populations. They should wake up to the 
idea of allo owing more young foreigners to immigrate 
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and already introduced in Japan, is to cut 
pension entitlements. 

Immigration is another way out. Extra 
workers mean governments can get more 
tax revenues without raising tax rates. 


: Without them, the IMF says, West Germa- 


ny's rate of social- Sie contributions 
(employees’ and employers’) would have 
to climb from just under 30% in 1980 to 
just over 40% in 2025 to match the ex- 
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pected rise in government social spending 
as the workforce falls by about 8m. Simi- 
larly, Japan's contribution rate would 
have to rise from about 10% in 1980 to 
30% by 2025. With them, such un- 
acceptably high tax rises would not be 
necessary: every million new foreign work- 

ers paying tax would bring Japan's or 
West Germany's "required" tax rate in 
2025 down by one percentage point. 

An economy’s productive capacity de- 
pends on the number of people working, 
on its investment in new capital, and on 
the productivity of both. Aging will slow 
down the growth in the labour force, un- 
less more immigrants come in. The diver- 
sion of tax money to help the old does not 
aid investment either. 

All the industrial economies’ average 
economic growth rates have fallen as their 


. population growth has slowed during the 


past 20 years, and in most cases invest- 


























































ment rose more slowly too. Growth i in the 
five biggest economies slowed from an an 
nual average 4.4% in 1950-65 (wl 
labour forces expanded by an annual 
age 1.9%), to 3.3% in | 1966-80 (w en 
workforces grew by 1.4% a year). 
In the 1950s and 1960s, many 
pean countries overcame their 
shortages by allowing immigration to i 
crease. The number of foreigners wo 
in West Germany— Gastarbeiter—gre 
from almost nothing in 1950 to over a m 
lion (596 of the employed workforce) 1 
the mid-1960s; it peaked at 2.6m in 197 
(1 1% of the total). By 1965 West Germ 
ny’s native-born labour force was 50 
bigger than in 1950, but its immigrant 1 
bour force had grown elevenfold. 
America is allowing this process to 
cur now: iast year, more people came t 
work in the United States, than in ar 
other single vear in the country 
history, surpassing even the prev 
ous peaks in the late 1920s. But 
most rich countries are keeping im- 
migrants out. In Britain, there has 
been net emigration since the mid- 
1960s. Japan is struggling not to 
hear the clamour of workers from 
poor Asian neighbours who want 
to work in the country, and it isr 
fusing to recognise the quiet det 
mination of many Japanese comp: 
nies who want to employ then 
West Germany even paid imm 
grants to leave in 1983-84 
DMI0,500 each and an extr 
DMI,500 for every child. 
If countries like Britain, Wes 
Germany and lapan are again t 
import labour from abroad the 
will need skilled workers rathe 
than menials. In Britain repor 
vacancies have been rising sinc 
1985; and almost twice as many firms as. 
year ago claim they do not have enoug 
skilled workers to increase output. : 
As industrial countries switch from: 
traditional industries in which they are rio 
longer competitive towards high value-. 
added industries, skill shortages will be 
come more acute—even before the num 
ber of newly trained young peop} 
reaching working age falls, = 
Immigration often brings racial anc 
cultural tension in its wake. Government 
are therefore almost bound to plump fo 
other policies first: better education an 
training at home, a higher retirement age 
incentives to keep women in the 
workforce, and so on. But these policies 
are unlikely to be enough, and unemplo 
ment will no longer wash as an excuse fot 
keeping foreigners out. Importing mor 
foreign workers is likely to become 
steadily more tempting answer. 






















































































The pugnacious Mr Romiti basks inc con- 
oversy. He relishes his role as a square- 
wed champion of Italy's capitalist revival. 
aving taken on the unions in 1980, he now 
oys putting politicians in their place. Ac- 
ng to Mr Romiti recent signs of politi- 
| discomfort at the growing might of Fiat 
in be written off as the outdated posturing 
f the Catholic right and Marxist left. 
Mr Romiti will be far more than j just the 
s in charge of the day-to-day running of 
lat group. He is also a member of a part- 
ip set up by Mr Agnelli last year to 
tol the Agnelli family's vast holdings. 
im of the partnership is to hold to- 
the numerous members of the 
clan, headed by Gianni and his 
mberto. Mr Romiti S Tics in that 














E as D this week that it 
has pulled a healthy rabbit out of its 
red old hat. Its eight-day ministerial 
ail-biting act in Vienna has produced an 
il-output agreement which includes all 15 
f its member countries, for the first time in 
two years. Since late 1986 Iraq has ignored 
he cartel's quota system because its allot- 
nt was a third less than that of Iran. Even 
fter ie Gulf. war ended, Iran flatly rejected 
q's claim to parity. | 
umping oil prices (see chart), plus a 
t for dollars, have worn Iran down. 
last-minute consultations, Iran's oil- 
ter," Mr Gholamreza ‘Aghazadeh, 
igingly agreed to equal quotas of 2.64m 
sa day (b/d) for both his country and 
This means an 1196 increase for Iran, 
196 rise in the quota Iraq was ignor- 
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HE future of Krupp, once West Ger- 
many's largest company, rests in the 
hands of one man: the 75-year-old Mr 
Berthold Beitz. That future is clouded. 
The country's biggest steelmaker, Thys- 
sen, would like to take a majority share in 
Krupp. Mr Beitz who dominates 
|! Krupp's present main shareholder and is 
-a throwback to the days of 
Andrew Carnegie, is block- 
| ing the deal. He himself is 
; part of the problem. 
| Mr Beitz likes to call 
himself "the last of the steel 
barons”. He looks the part, 
with his natty suits and au- 
tocratic air, which he can 
switch to charm with baf- 
fling speed. Many people 
chide him for his pride, but 
he has plenty to be proud 
of. As head of oil supplies 
in Nazi-occupied Poland, 
he saved thousands of Jews 
and Poles from extermina- 
tion by inventing jobs for them that he 
insisted were essential. 
Helped by that record and a ‘persua- 
sive tongue, he played a big role re-estab- 
lishing business and diplomatic links 
with eastern Europe and Russia after the 
war. He numbers communist leaders like 
East Germany’s Mr Erich Honecker 
among his friends, as well as sheikhs and 
aristocrats. 


ing anyway. Small quota increases (averag- 
ing 4%) for the other 11 members mean that 
OPEC will start the new year with a resolu- 
tion to produce 18.5m b/d for six months. 
That is well up on the old 15.1m b/d quota 
(which excluded Iraq), but a long way below 
OPEC's soaring 22.6m b/d output in Novem- 
ber. The cartel hopes that by lopping 4m 
b/d off production—and by forming a new 
committee to watch for cheats—it will push 
prices up towards $1 S-a-barrel next year. 

It probably won’t. During December, 
OPEC's members will take advantage of 
higher prices (the cost of a barrel of oil has 
risen $2 since mid-November) to pump as 
much oil as ever. That will add to the huge 
amount of oil already slopping around in 
storage tanks and supertankers. January 
could see OECD oil stocks at their highest 
new-year level since 1981. As the northern 
hemisphere's spring is sprung, oil compa- 
nies will probably dip into those stocks and 
demand for OPEC’s oil will tumble. Prices 


Blast from the past 


"The manat the centre of West an ve s biggest corporate tug of war 
represents something very unusual in 





Beitz bitten 


erman business 


Mr Beitz never was a steel expert. Be- 
fore the war he worked for Shell Oil and 
after it worked in insurance. Then 
Alfried Krupp, last of the family to run 
the company, spotted Beitz’s qualities 
and took him on as his personal assis- 
tant. When Alfried died, Beitz was his ex- 
ecutor: he feels dedicated to the house of 
Krupp, as he puts ih "for a 
lifetime." | 

That sense of mission is 
widelv seen both as his 
strength and his handicap. - 
He has worked untiringly 
for Krupp, but has also got * 
in the hair of one top execu- | 
tive after another. Four re- 
signed in the 1970s. As | 
head of both Krupp's su- | 
pervisory board and of the | 
Alfried Krupp foundation, | 
which owns 75% of the par- | 
ent company, Mr Beitz has | 
the power to determine the | 

| 
| 
| 
| 
| 
| 
| 
| 
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company's future. At the 
moment, Krupp, once West Germany's 
largest company, is an extreme case of 
how sticky the going can become when a 
privately-owned West German conglom- 
erate runs into trouble. This year, the 
group will make a loss of around DM 
100m ($58m), largely because of the rot- 
ten state of the industrial-plant business. 
How much longer can Mr Beitz's veto 
continue? 
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will follow. 

Once oil prices edge back down towards 
$12 a barrel, OrEC's resolve will falter, and 
its members will once more start to overpro- 
duce. Because the Vienna agreement gave 
most members a bad deal, dissenters are al- 
ready lining up. Gabon and Ecuador, OPEC's 
small, poor countries, are likely to continue 
pumping as much oil as they can. More im- 
portant, the United Arab Emirate's oil min- 
ister, Mr Mana Saeed Otaiba, has hinted 
that he is unhappy with his country's quota. 
If the UAE continues to cheat next year, Ku- 
wait and probably Saudi Arabia will turn on: 
the taps as well. 

All this suggests that OPEC's productions 
target of [8.5m b/d may actually be nearer 
19m when it comes into effect in the new 
year. It may then climb as prices weaken. 
The markets seem to expect that. The price 
of a barrel of oil has drifted since Vienna's 
deal was done. Togethernese or on a Vna 












1 he cellar revisited 
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A ee that produces lower prof- 
its and a meagre rise in sales cannot 
hope for happy shareholders. But it does not 
usually get the public mauling now being 
given to poor Nixdorf Computer of West 
Germany. As Nixd share price drops, 
there is talk of a “fading comet", “the end of 
à corporate mirac aN, and ruder gibes 
besides. | | 
Part of the trouble 
to bad news from Nb 
biggest and hitherto most buoyant com- 
. ;puter makers. In the five years to 1987 it al- 
‘most doubled its annual sales to DM5.1 bil- 
lion ($2.9 billion) and tripled its net profits 
go DM264m. When Mr Klaus Luft, its chief 
B xecutive, xs last year thai Nixdorf aimed 
to double sales again rly 1990s, that 
seemed like a modest e. 
of business as usual: miracle 
continues, no cause for alarm. 
. -Now Nixdorf is saying that 
sales this year (and probably 
next year too) will rise by d 
5.1096; that profits will fall 
sharply; and that the dividend 
will be cut, The company's 
'shates were trading this week 
‘at close to DM330. This is far 
below the DM870 peak in Au- 
gust 1987. It is on slightly be- 
— low the initial DM380 price 
. when the company first went 
public in 1984. | 
< Nixdorf’s troubles will re- 
‘vive the charge that West Ger- 




















f, one of Europe's 

















| LESS in its pursuit of western 






order to get the sort of locals 
te allowed to have. But at least they 
ve so far. paid in yuan. No longer. 
SCO, the monopoly supplier. of staff to 
600 foreign companies in Beijing has 
to its customers, informing them 
have decided to convert the sal- 
|inese employees you have em- 
om renminbi [yuan] into dollars." 
ency says that when the ruling 
C effect c on January lsti it will also 


icem 
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à ital, China has hatched an odd of 
or attracting more: it is requiring ` 
iS tO double the pay of lo- 


yuan i dieta (ofheally salar, of a 
hata i dollar i is wortl ris vuati; t h - za 
1an-rich companies a hen x 
of foreign: exchange | can deal with foreign- ed 


. The ordinary. blick. market, ies 


-salesman - in 
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many is hopeless at fast-chang- 
ing high-technology businesses 
like electronics. Yes, West Ger- 
many has Siemens, its biggest 
electricals group, but Siemens 
has long been regarded as well- 
organised and thorough: a 
competent bureaucrat rather 
than a thrusting young innova- 
tor. What West Germany does 
not have is the kind of creative 
flair behind so many Silicon 
Valley miracles. Heinz Nixdorf, starting in a 
cellar workshop in Essen in 1952 (the next 
best thing to a garage), did more than any- 
one to prove that West Germany too could 
produce Apple-like stories. | 

He created an informal atmosphere, 
helped by young and loyal 
managers, who ensured that 
the flow of ideas and informa- 
tion would be not be impeded 
by an overbearing hierarchy. 
He also got people to think less 
about the latest piece of tech- 
nological hardware, and more 
about ways of creating flexible 
data-processing systems that 
could be tailored to meet the 
needs of different sorts of cus- 
tomer (for instance in banking, 
a and medium-sized 

firms). 

It was this mix of inventor, 
pragmatist and salesman which 
made Mr Nixdorf such a rare 


1883 84 85 





markets where: yi 











exchange-rich comp Jan. 
de: 
most accurate measure, says a dollar. is. 
worth around 8 yuan. If an American. 
Beijing has. to. conve 3 
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at ihe Hane: an fair, his bus 
was still tiny compared to ism (whic 
year had worldwide sales revenue 
times greater than Nixdorf's). B 
sectors—-for instan 
(5. ^4] nes computers 
zi $100,000-200,000—N 
^| had built up a ue 
its mighty rival in Wes 
many. Moreover, it 
jumped successfully into. 
communications. In 19€ 
had become the first firm | 
troduce digital private 
changes to the West Gi 
market. ie 
So what went wrong 
time, apparently, not much. For i 
there was no squabbling over the co: 
ownership after the founder’s death 
was mainly because Mr Nixdorf had d 
that a majority of the common sto¢ 
be held by two foundations, thu: 
the company's independence. Manag 
continuity was guaranteed too. Mr 
who is still only 47 but has spent mot 
two decades with the company, ha 
been the heir apparent. Sales (split roug 
half-and-half between home and fo 
markets) continued to surge in 1986 à 
1987, and Nixdorf won a breakthroug 
America with a big order from the N 
gomery Ward retail chain. 
_ This year has d m tou 
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terms but revenues are flat. Bis bou 
ents have postponed planned investmer 
that has lost Nixdorf more than DMIO 






















































































pected business this year. Har 

ve exposed weaknesses in corporate s struc- 
'e too. Managers tended to have respon- 
ility for geographical regions rather than 
-client industries. That has proved to be a 
istake at Nixdorf. When the company has 
und a solution to the problem of falling 
rchases of computers by banks in one 
of the world, it has often failed to apply: 
at solution quickly enough elsewhere. 
More generally Nixdorf, long used to 
cing in little but success, has probably 
ome too complacent. When Mr Luft re- 
ly gave a pep talk about company prob- 
s to employees, he was met with aston- 
ment and the riposte that Nixdorf always 
d a splendid press. All that talk about 
ubling sales every five years" and "we 
beat M” has left a mark which Mr Luft 
not intend. 

His big challenge now is to inject a new 
se of urgency without losing the infor- 
, creative atmosphere that has been fos- 
d for.so many years. Despite the latest 
cks Nixdorf is far from down and out. It 
shioned by an equity ratio of 62%, un- 
y strong for a West German company. 
h of its strength lies in systems, linking 





om the gradual development of industry- 
e standards. But it will be a while before 
s star shines again. 


JR-Nabisco 


' <KRackers 





e | logic of the deal itself 


AFTER one of the roughest battles in 
A. American corporate history, Kohlberg, 

is, Roberts, a small but powerful buy- 
firm, has been left in control of RJR- 
sco—and a host of questions. KKR's 
ion leveraged buy-out for the to- 
o and food giant is almost twice as big as 
previous largest takeover. Is that too 
| ch? Its. offer was preferred to one sug- 
ested by RIR’s own managers. Whatever 
appened to the notion that LBOs are a way 
f giving existing managers an extra incen- 


O step in? 


nvestment group led by Mr Ross John- 
n; hRjm-Nabisco's chief executive, and 


reet investment bank. This group initi- 


ras technically slightly higher than KKR’s. 
jut it was defeated by the rather bizarre bid- 
ir jal committee of outside 
à jR's. board u unani- 





el ent manufacturers’ hardware to suit- 
nts’ needs. So it thinks it stands to gain 





e? Above all, will the deal cause regulators | 


" KKR's main dish in ie dord war Was - 


cked by Shearson Lehman Hutton, a Wall 


ted the bidding, and claims that its final lbid 


Industrial revolution over. Official — 


FAMOUS old Lancashire cotton 

mili has just scrapped the high tech- 
nology of 1779 that helped launch the in- 
dustrial revolution. Field Mill in 
Ramsbottom, East Lancashire, is closing 
its spinning : shed. The oldest of its ' ‘spin- 
ning mules"— so called because their 
eighteenth-century ‘inventor, Samuel 


Crompton, cross-bred two earlier spin- 
ning machines—were installed in 1915; 
the newest in the 1950s. They are among 





| New-fangled cotton 
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ie Feaction: to the auction of RJR-Nabisco i is in some ways as interesting as 


mously voted in favour of KKR. 

The victory ensures KKR's executives’ 
position as the “buy-out kings". The buy- 
out artist had already carried out the two 
biggest Leos in history—Beatrice foods and 
Safeway Stores—and was loth to be usurped 
by Shearson in this the biggest deal of all. Its 
purchase of RJR will increase the total reve- 
nues of all the companies it controls to more 
than $50 billion, making it the fifth biggest 
industrial company in America. 

The fact that its willingness to pay such 
a high price may be motivated partly by the 
desire to stay number one, rather than cor- 
porate logic, is the main reason to worry 
that KKR might have paid too much. The fi- 
nal price was about 5096 above the price the 
management-led group first offered and al- 
most double the share price before bidding 
started. Over the a few weeks, RIR has 
been valued variously at $13 bil lion (bythe 
stockmarket before the bids began), $17 bil- 


lion (by the first bid), $29 billion (the high- 


-est bid, which was subsequent! y mire 


| 
| 
| 
the last in use in the country. Three of | 
the mules will go straight from the fac- | 
tory to industrial museums. 23 

Ramsbottom is a microcosm of the | 
British cotton industry. Twenty years | 
ago it had a dozen mills. Only Field Mill 
remains. Like other surviving mills, it is | 
being undercut by imports. Courtaulds, 
Britain's second largest textile company, | 
closed four of its 24 spinning sheds—all | 
in Lancashire—this year. Should the cot- 
ton industry's troubles come as any sur- 
prise if parts of it still use museum-qual- 
ity machines? Yes, for two reasons. 

The first is that in some cases spin- 
ning is still best done with mules. They 
give a high-quality finish to special yarns. 
The second reason is that such old-fash- 
ioned machinery is the exception in Brit- 
ish textiles: spending on new technology 

| 





has been high. Last year investment in 


-textiles came to £400m, 496 of Britain's 


total manufacturing investment. Each 
spinner now operates as much equip- 
ment (by value) as does a worker in a 
chemicals plant. The British textile in- 
dustry may sometimes look like a historic 
monument, but most of its workplaces 
are that no longer. 


and $25 billion. This does not say much for 
the efficiency of capital markets. 

. "The higher the premium paid, the big- 
ger the debt burden that must be taken on 
to finance the deal, and so the greater the 
risk. The deal will saddle RIR-Nabisco with a 
total debt of more than $20 billion. The 
company will be dangerously vulnerable to a 
weakening stockmarket, higher interest 
rates or a recession. Most economists expe 
at least one, if not all three, within the next 
tWO years. | 

KKR may have won the bidding war, but 
it may have a Pyrrhic victory; the real battle 
is vet to come. In the LBO war-game, you only 
win when you sell the company at a profit. 
The big test of the deal will be whether the 
post-buy-out company manages to sell ll off 
the assets it needs to pay off some of the debt 
at a decent price (ie, one not scandalously 
lower than the price of the asset implied in 
its own deal). And it still has to retain 






-enough business to generate the cash flow to 


service the heavy debt burden. 
And what of Mr Ross Johnson, the 
chain-smoking chief executive of RIR? It has 


been a baffling few weeks for a man who, 


when he proposed the LBO on the first anni- 


_versary of the October crash, must have 
thought that he was proposing rather a 


smart deal. He has found himself castigated 
by the local press in Atlanta (RJR-Nabisco's 
tiadquárter) a ix a put on E cover d Time 












r | of the greedy man- 
“ager willing to sacrifice his company in order 
= to win himself If $100m.. In an early round of 
| the bidding battle, KKR tried to compromise 
with Mr Johnson in an equity-sharing deal 
with managers and Sh hearson, + with the aim 















utives. But the bitte 
cent weeks may ma 
If he goes, it v 
The most successf 
where existing manage 
Johnson would have 
` agement and emplo 
« When a firm is about to gi 
~ shake-up and break-up. Second, KKR will 
~ need the experience of RIR’s management to 
decide which assets can most t profitably be 
soldtorepay debt. | >- 
... Most industry andivste; expect KKR to sell 
^ off the food business (whose products in- 
jude Winston cigarettes as well as Ritz and 
PAnimal crackers) either as a single unit or in 
bits, and leave nj Reynolds tobacco as a pri- 
vate business. This is the best way to 
maximise the proceeds from asset sales and 
generate the biggest cash flow to repay debt. 
The stockmarket consistently undervalues 
tobacco companies, despite their rich cash 
flow. By keeping RJR's tobacco private, its 
excess cash flow should, fingers crossed, be 
sufficient to service the company's debt. 
Moreover, it is argued, no other big com- 
. pany would achieve significant economies of 
scale by buying RJR's tobacco business, and 
A hence be prepared to pay a premium. 


ot bi to stay. 
bad news for KKR. 
nd to be those 


| stays on. Mr 





a valuable asset 
rough a radical 










EHIND the fear that the reckless 
. gambles of greedy managers might 
e mud condemned America i a financial 
f crisis in the next recession lies the idea 
~ that the overall level of corporate debt is 
rising to a dangerous level. This is the 
wrong way of looking at the problem, says 
Mr Stephen Roach of Morgan Stanley. 
True, the level of debt is rising and so are 
` interest rates. But nearly all the extra bur- 
den of interest payments is being borne by 
+ only one part of corporate America—the 
: part best able to bear it. 
— During the 1975-82 business cycle, dif- 
ferent kinds of American companies saw 
their net interest payments rise by roughly 
the same amounts. For manufacturers of 
non-durable goods (like food, textiles and 
^. chemicals), for public utilities and for ser- 
vice firms, the rise was 18% a year; for 
other non-financial businesses, it was 
17%. In the current business cycle—from 
1982 to 1987—interest costs rose more 
slowly (because of lower interest rates) 
and the mix changed radically. The first 
:h saw their interest costs increase by 
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fidence of man- 





. There is more scope for food compa- 
nies, however, to achieve economies of scale 
in marketing and production. Many of 
Nabisco's brands also have dominant mar- 
ket share in growing markets and sO fetch a 
good price. 


Regulate, regulate 

The biggest question raised by the deal, 
however, is: will the new administration step 
in to limit Laos? One of the main causes of 
the boom in LBOs is the American tax sys- 
tem: dividend payments are taxed but inter- 
est payments are not. Unsurprisingly, com- 
panies have used less of their cash for 
dividends and retained earnings and more 
for borrowing. Mr Alan Greenspan, the 
chairman of the Federal Reserve Board, has 


voiced concerns about this; congressmen | 
have called for changes to the tax system so. 


that debt and equity are treated equally. 
They may get their demands. A deal might 
be an easy way of smoothing the potentially 
strained relations between the new Republi- 


can administration and the Democratic 


Congress. 

Behind these concerns is a wider one 
about the danger of over-indebtedness (see 
box) and the dangers of greed. Á popular 
view is that it is being driven by the greed of 
Wall Street bankers rather than corporate 
re There is no doubt that investors and 

Wall Street firms earn fat fees from LBOs. 
And fears about the way the price paid for 
RJR-Nabisco has been pushed sky high can- 
not be dismissed lightly. However, history 


an average of 1096 a year; the second by 
only 1.4% a year. So for the "other non- 
financial" part of the economy fears of 
overborrowing are exaggerated. But the 


The Leveraging of Smokestack America 


Debt — Debt-to-equity ratios 

Mfg GNP a2 OV. — (92 1988 

1987% 198808 *. QN ait 
Manufacturing 1000 643. 048 065 
Durables — — 562 484 050 056 
Non-durables — 438 788 046 072 
Food and tobacco 105 1055 055 O% 
Tees — — 23 — 134 045 —— 100 
Paper 46 — 705 056 08 
Printing — 68 1389 049 07 
Chemicals 90 578 O47 083 
Petroleum — 39 50 03 06 
Rubber — 35 165 052 09 
Other — 30 335 052 083 


Source : Morgan Stanley 


lion in 1987. It would surely be foolish to. 


American economy the same fina 























































shows that LBOs can be 
taken private as wel. ' ? 

The discipline of debt ba manage 
to squeeze more value from the compa 
seeking efficiency, cutting costs and 
off inefficient operations. In prev 
KKR has usually given the manage '$ 
uity in the private firm, giving th 
greater incentive to improve perform 
A recent study by Mr Steven Kaplan. 
Chicago Business School, confirms 
profits usually do rise after a firm goes 
vate through an LBO. 

Critics warn, however, that LBOs o 
burden a company with debt. Cash wh 
would otherwise be used for investmen 
research is diverted into interest payme 
RJR-Nabisco may have to drop its cos 
fort to market Premier, its no-tar cigar: 
Mr Kaplan's study suggests, however, 
any fall in capital spending tends to bes 
And to the extent that a heavy debt 
forces a firm to scrutinise its inve 
plans more carefully, the quality of cap 
spending may improve. Also, if RIRs 
divisions were sold off to companies with 
wallets, they would surely be anxious 
make their investment pay off. 

So far the limited evidence is on ie : 
of LBOs: they can help to make comp 
more efficient. It would.be a pity if th 
Nabisco deal proves to have been 
priced and triggers legislation to halt w 
for some companies, may be the best opt 
tunity to improve their performance... 


efit the comp 
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manufacturers of non-durables, the utili 
ties and the financial services, which used 
to pay about the same in interest as the 
rest of the economy, now pay seven times 
as much. 

How worrying is this? Mr Roach's an- 
swer: not nearly as much as it might seem. 
These are the firms best able to withstand 
a recession. Even if the American econ- 
omy turns down, utility bills must still be 
paid and, if past experience is anything to 
go by, service industries will continue to 
grow. 

In manufacturing, the increase in the 
debt burden is concentrated in "non-du- 
rables", like food and tobacco, textiles, 
and chemicals (see table). Over the past 
decade, the pretax profits of these indi 
tries have not fallen below $22 billion: a 
year and have usually fluctuated betw 
$32 billion and $40 billion. The rest- 
manufacturing, on the other hand, wer 
from a $45 billion pretax profit in 1978t 
$2 billion in 1982 and back up to $37 bil- 





































demand from a relatively stable part of 







caution as is necessary for the volatil 
RERO makers. 
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virtually the same nr dodi year as in 
1967, labour productivity also 
increased by an average of 2.296 
a year. Of the big five economies, 
only America did worse—and 
that was partly because America 
managed to expand the number 
of jobs by more than 5096. 
However, that 20-year com- 
.parison conceals a big change. 
Britain's productivity growth did 
Jag behind that of the other big 
.economies in the 1960s and 
1970s—but it has improved 
.. Sharply, both in relative and in 
.. absolute terms, in the 1980s. To- 
~ tal output per head has gone up 
by an average of 2.596 a year 
= ‘since 1980. Only Japan has had 
faster productivity growth. The 
average for the 65 countries was a 
little under 296. In manufactur- 
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Total in 1987$, bn 
440 680 
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Agriculture 
~~~ Manufacturing 


Other industrial 


~ Services 


! p arier of brit on changes in the world econ- 
0 ee looks at Britain. Once the sick man 


ing, Britain's ee has 
topped the league. Has the Brit- 
ish disease at last been cured? 


In the slow lane 
Ever since Britain became the 


. first workshop of the world, 


other countries have shown a 
distressing ability to catch up 
and overtake. One excuse was 
that Britain was the first country 
to industrialise. By 1960, for ex- 
ample, farming accounted for 
less than 5% of Gop, compared 
with 30% in Japan, 23% in 
France, and 14% in West Ger- 
many. That meant less scope for 
labour to shift from (low-pro- 
ductivity) farming to (high pro- 
ductivity) industry. But this did 
not explain the poor perfor- 
mance of manufacturing itself. 

As in all the big industrial 
economies, manufacturing's 
share of cpr has fallen, from 
28% in 1967 to 22% in 1987, 
while services have jumped to 
65% of odr. But whereas else 
where the absolute volume of 
manufacturing output contin- 
ued to grow, Britain's manufac- 
turing production was no higher 
at the end of the 1970s than it 


had been ten years earlier. 
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By the late 1970s it was clear 
that something was seriously 
wrong with the British economy. 
Economists laid the blame on: 

€ Steeply progressive personal 


taxes. Top marginal tax rates of 


9896 on investment income (pe- 
joratively labelled “unearned” 
income) and 83% on income 
from employment severely 
blunted incentives to work and 
invest. 

@ Overly powerful and inflexible 
trade unions. 

@ Excessive government inter- 
ference in the economy. Too 
much regulation hampered the 
efficient working of markets, it 
was argued, and too much public 
spending "crowded out” private 
business. Public spending grew 
from 38% of apr in 1967 to a 
peak of 4896 in 1984. 

e Investment subsidies. These 
promoted the wrong sorts of cap- 
ital spending. The real failing of 
British industry was the quality 
of its investment, not the quan- 
tity. The rate of return on capital 
of non-oil companies fell from 
1296 in the 1960s to 396 in 1980- 
81—the lowest in the Gs, by a 
wide margin. 


e The goal of full employment, 


pursued through policies of de- 
mand management, with too lit- 
tle regard for the effects on infla- 
tion and long-term efficiency. 
The results were painfully 
clear by the 1970s. Britain was 
hit harder than most economies 
by the quadrupling of the oil 
price and the world-wide explo- 
sion of inflation. For most of 
that decade Britain had the high- 


est inflation rate of the big five, 


30 
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GDP grew on average by 1.9% 






the weakest external 
the slowest economic grow 

In electing Margaret Th 
in 1979, the British vot: 
sharp change in econ 
icy. The chief goal wa 
to maintain jobs now at 2 
Instead it was to defeat it 
in the belief that this wou 
ate more and better jobs. 
longer term. So short-ter 
mand management was ab 
dumped in favour of impro 
the economy's supply sid 

This implied a reversal o 
traditional roles of econót 
policy. In the previous quart 
acentury macroeconomic in 
ments (ie, monetary and: 
policy) had been used to b 
growth and employment, w 
microeconomic measures, : 
as prices and incomes poli 
were used to check inflatio 

Now, macroeconomic 1 
sures were to be directed at: 
trolling inflation: the medi 
term — financial strai 
(announced each year as pa 
the government's budget) be 
to set targets for monet: 
growth and government borrow 
ing several years ahead. Mic 
economic policies, meanwhi 
sought to boost output and jo 
by making markets work b 















































































abolition of controls on pric 
wages and capital movemet 
abroad; tax cuts (which. ha 
now cut the top marginal rà 
income tax to 4096); trade-un 
reform; and the privatisation 
nationalised industries. — 
The goverment has alre 
privatised more than a thir 
what was owned by the stat 
1979, including British Telec 
British Gas and British Airw 
The state industries’ share o 
tal employment has fallen frc 
996 to less than 596. : 


Miracle or myth? 
Between 1979 and 1987 Brita 


year, still well below the ogcn 
erage of 2.496. This is partly 
cause Britain suffered a m 
deeper recession in 1979-81 t 
other countries. In 1981 364 
the country's economists wro 
letter to The Times warning: 
there could be no recovery w 
out a change of policy. In. 
space of a few months, without 
change of policy, the recove 
began. Since then growth has 
eraged almost 396 a year. Th 
slightly faster than America 
well ahead of West Germany: 
France. : 
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in Britain in the 1960s and 
he other Gs economies today. 


ductivity is not just due to an 
ase in the amount of capital 
worker (though there has 
such an increase). Britain is 
nly big industrial economy 
from Japan which has seen 
tive improvement in the 
ivity of a (ie, output 
t of capita ) since the 
"The change in the efh- 
of British industry there- 


"productivity (ie, the 
ed average of labour and 
: productivity). In the 





productivity und sta- 


fell. 


yat the increase in pro- 
ity happened mainly be- 
| least productive 


"ré arithmetic, raised the av- 
fe productivity of the rest. 
Charge is partly true. But 
is also strong evidence that 
al firms are much more 
ive thanks to more flexi- 
ng practices, more har- 
; labour relations and 
anagement. 
example, in the 1970s 
steel was one of the most 
nt steel producers in the 
producing 4096 less steel 
worker than rival firms in 
Germany. Today, on the 
privatisation, it is the most 
it and profitable steel firm 
world. In 1980 an average 
man-hours went into a 
f steel; today less than 








at was ihe cost of Mrs 


*. jobs. Unemployment 
by more than ín other coun- 


ilenced by its steady fall, t 
e the OECD average. 


iployment lay with the fail- 
f the British labourynarket 





ased profits. The rate of re- , 
on capital rose from 396 in | 


81 to 10% last year. This is, 
vever, less than the rate of re- 
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1968-73 





ie workforce fas fallen by 
cher's economic miracle: 


to a peak of 12% of the la- 
force in 1986. However, the » 
rnment's critics are now ae 


this. year—only a. Pneu E 

~~ 5 producer—the 
among the G5 to be self-sufficient 
^in oil North Sea production 


» blame for the sharp rise in 


uch as with o aa E 





Productivity, whole economy - 
Annual % increase 











1873-80 1880-87 







Sources: OECO: US Bureau af Labour Statistics 


wages have risen by 20% since 
1982, compared with increases 
of just over 1096 in Japan and 
West Germany, 396 in France 
and a fall of 196 in America. 
Britain's labour market is rid- 
dled with rigidities: trade 
unions use their monopoly 
power to improve the wages of 


- their members, the housing mar- 
government's critics ar- 


ket impedes mobility between re- 
gions, and inadequate training 
restricts mobility between occu- 
pations. Firms in the south-east 
complain of shortages of skilled 
labour, while dole queues remain 
long in the north. 

- Legislation has helped to tame 
the unions. The number of days 
lost through strikes has fallen. 
Union membership has dropped 


from about 50% of total employ- 
ment in 1980 to 3896. This partly 


reflects the decline of smoke- 


stack industries, the traditional 
recruiting ground for trade 
unions. Nevertheless, | union 
membership remains high com- 
pared with America’s 18%. A re- 


cent worrying sign: as the threat 


of unemployment has receded, 
the unions have seemed ready to 
flex their muscles again. 


Oiling the wheels 

The introduction of the 
Thatcher government's eco- 
nomic experiment coincided 


with a big structural change in 
the economy—namely the trans- 


. formation of Britain from an oil 


importer into an oil exporter. 
Moreover, this happened just at 
the moment when orEC pushed 
up the price of oil. It is difficult 
to disentangle the effects of the 
two. 

Today Britain is a biggish oil 
only country 


peaked in 1985 at 2'/2m barrels a 
day, but the country should re- 

vain self-sufficient until the end 
: ntury. in 1985 oil ac- 
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counted for 6% of opr and 2196 
of exports. The slump in oil 
prices has since cut those pro- 
portions to 3% and 196 
respectively. 

North Sea oil brought two di- 
rect benefits to the British econ- 
omy. lt generated extra revenue 
for the Treasury, allowing it to 
reduce borrowing or cut taxes by 
more than it otherwise could. 
And it shielded the economy 
from OPEC's price rise in 1979. 
Consumers still paid world 
prices, but Britain's import bill 
was reduced relative to the costs 
faced by oil importers. 

But perhaps the biggest bene- 
fit of North Sea oil was that it 
cushioned the economy against 
the harshest short-term effects of 
the Thatcher government's poli- 
cies. Without oil revenues the 
balance of payments would have 
deteriorated sharply and in- 
comes would have fallen more se- 
verely. In such a climate the poli- 
cies might have proved 
politically unsustainable. 

As Britain moved into surplus 


in its oil trade, it became a net 


importer of manufactures— 
for the first time since the indus- 
trial revolution. In the late 1960s 
exports of manufactures had 
been almost twice manufactured 
imports. Now they are 1096 less. 
The decline in Britain's share of 
world exports of manufactures— 


down from 1296 to 796 in the 20 


years from 1960— has stopped in — 
the past few years. But imports. 


still account for an increasing 
share of domestic sales. | 
The government argues that 
the deterioration in manufactur- 
ing trade was inevitable. In be- 
coming an oil exporter, Britain 
needed to export relatively fewer 
manufactured goods to pay for 
its. imports. So, goes the argu- 


ment, the pound was bound to. 


appreciate, making manufactur- 
ing.less competitive. — c = = 
Well, up toa point. T Th 
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the real exchange rate was due as ^ ^ 
much to tight monetary policy 
(ie, high interest rates) as to oil. 


Arguably, if different policies — 


had been pursued, the balance of 
payments might have adjusted to : 
the fact of North Sea oil at a 
higher level of manufacturing. 
output. 

Tight monetary policy and the 
resulting over-valuation of the 
pound in the early years of the 
Thatcher government had a 
truly vicious short-term effect on 


industry. But, as a recent book* 


suggests, this (partly ^ unin- 
tended) squeeze could well prove 
to be a good thing in the long 
run. It put much greater pressure 
on industry to become efficient 
than a more gradual approach 
would have done. The economy, 


in other words, needed a shock. 


Mrs Thatcher e it one. 

There is still plenty of room 
for improvement. Despite the re- 
cent acceleration in Britain's 
productivity growth, output per - 
manufacturing worker is well be- 
low that in the other big econ 
mies. Comparing levels of pro- 
ductivity (as opposed to changes - 
in: productivity, as this brief has 
done) is notoriously difficult. 
However, one estimate says that 
Britain's output per manhour in 
manufacturing last vear was 3096 
less than Japan's, 4096 less than 
America's, and half West Ger- 
many s. 

If levels of productivity in Brit- 
ain and America continue to 
grow at the same relative pace as 
they have since 1980, it will be 
roughly 45 years before the aver- 
age British manufacturing 
worker produces as much as his 
American counterpart. Britain's | 
supply-side miracle is, as yet, no 
more than work in progress. 
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*The Economy under Mrs Thatcher. By 
Geoffrey Maynard. Published by Basil 
Biever 1 
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Making a beautiful quilt takes patience, imagination and hard work. 
In the same way, life is what we make it. 

At Komatsu, we build tools for a better life. Around the globe, Komatsu 
robots, excavators, bulldozers, presses and laser machines are working to create 
the world of our dreams. Carefully. Patiently. Piece by piece. 

We don’t know how the world will look in a century, or even a decade. 
But we hope that Komatsu can add beauty to the great pattern of life. 


Tools for a Better World 


ele KOMATSU 


Head Office: 2-3-6, Akasaka, Minato-ku, Tokyo 107, Japan 
Telex: J22812 Phone: (03) 584-7111 Cable: KOMATSULTD 
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I his gives you some idea of SKF's micro world. 
One of our R&D people is pictured examining the surface on the inner ring of a bearing. 
To do so, he would have to be no larger than the thickness of a human hair. 


The micron man. 
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inner secrets of materials, they have - 
to imagine themselves to be just this siz 
It's a fascinating world: a surface which is perfect to - 
our eyes becomes like a ploughed field. 
At this magnification, the ‘ball’ in a bearing would b 
. as Everest. And even at that sca 
Id be less than two inches deep. 
So why do our micro-scientists strive for sti 
smoother bearings? 
It's true our customers won't see the difference in 
ality. Nevertheless, we know they'll appreciate it when 
oducts are put to the test. 


Such improvements are still a scientific “voyage of 
covery'. The further our scientists explore into the 
micro world of matter, the better our products will 
become. 
And so it happens that knowledge on the small- 
scale can lead to something big. 


F employs some 45,000 people | grinding machines, linear motion prod- 
30 different nations. Manufactur- ucts, textile machinery components, 
aerospace components, fasteners. and 
other mass-produced precision products. 
—. Apart from rolling bearings, SKF In every one of these areas, SKF has 
manufactures and markets cutting tools, a leading position. 
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laste accepted over time. 
The mark of a great Scotch whisky. 
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Ever since a Japanese entrepreneur, Tomomi Iwakura, 
first brought back a bottle of Old Parr on a trip to the West 
a century ago, it has become a leading brand in Asia much favoured 
by those who recognise the taste of a great Scotch whisky. 


Grand 


Old Parr 





TOKYO 


Intheir business abroad, Japan’s big securities houses are making nei- 
ther the pro press nor the profits they had hoped 
eir position, particularly in America 


ssessing t 







OR their financial years to the end of 
September, the international business 
‘Japan's "big four" securities firms (No- 


, Daiwa, Nikko and Ys amaichi) ac- 
pned oie of Y92] 14 Mi ion ($7.6 bil- 


lion), down from 596 in the previous year. 
. "On Wall Street all four lost money— 
perhaps $55m between them, despite rigor- 
Qus cost-cutting, including redundancies. 
Nomura’s Manhattan staff is down by 20%, 
From 660 to 530; Daiwa's by 7% to 355, and 
Nikko's by 696 to 323. In Europe, usually a 
bright spot thanks to the firms' leading posi- 
tion as underwriters in the Euromarkets, 
they barely broke even. Outside Japan, only 
‘nthe rest of Asia did they make money— 
zhasing the business of investing the money 
of overseas Chinese and gearing up for the 
opening up of the Taiwanese and South Ko- 
*ean stockmarkets. 

Japan's big four are suffering from an 
sdentity crisis abroad. Are they merely Japa- 
aese firms with international subsidiaries, or 
are they true global firms of the sort that 
America's Citicorp and Salomon Brothers 
e tried (unsuccessfully so far) to become? 
se it or not, they are stuck with being the 
arst. T hey have ridden into the world on the 
eoat-tails both of Japanese manufacturing 
companies needing to raise capital in the 
iromarkets and of Japanese investors 
hose surplus cash has been looking for for- 
m homes, notably American fixed-inter- 
t sécurities. ; 

Since 1984 the big four have invested 
50m in expanding their American busi- 
sses. Nomura has painstakingly built up 
American operation since expensively 
ying a small equities-research boutique in 
mie early 1970s only to see the star analysts 
valk out. Using the classic Japanese ap- 
oach of high volume and low margins, it 
ilt up a staff of more than 600 at the peak, 
ering a range of securities and corporate- 
ance services. When seeking a primary 
ership in American government securi- 
-waited to get one for itself rather than 
g one as did, say, Industrial Bank of 









































for. They are now 


National financial markets are dif- 1 


ficult for any foreigner to break into. 
That said, the Japanese securities 
houses have made little progress in win- 
ning foreign clients for their investment- 
banking and equity-trading businesses, 
even though they each have more muscle 
than any other expansionist securities house 
this century. The going has been especially 
tough in America, where firms like Salo- 
mon Brothers, Merrill Lynch, Morgan 


Stanley and Goldman Sachs, unlike some 4 


of their manufacturing compatriots, have 
not succumbed to the Japanese wave of 
cash and companies. 

Moreover, American borrowers 
have been willing to use Japanese bro- 
kers to underwrite issues aimed at Japa- 
nese  investors—Euroven bonds, 
bonds swapped into yen, or yen bonds 
in Japan—but not for domestic issues. 
The Japanese do not have enough placing 
power in America for domestic bonds. 
But also, and more importantly, they 
have so far failed to persuade American 
clients to trust them as their chief ad- 
viser, whether for borrowing or for ac- 
quisitions. That involves disclosing lots 
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of confidential information to, say, a ].P i 




























cally, it must be said, 
nese firms-—cannot 
mand such trust. 
The big four would lik 
^be multinationals, but do- 
know how to transform the 
selves. Nomura, as the indust 
leader, is expected to show th: 
others how. About 2!2 years ag 
it asked McKinsey, a managen 
^ consultancy, for some answe 
McKinsey advised that its New Yo 
operation. had to become mo 
American. Nomura tried this, b 
decided it had given it too much 
tonomy. So it recalled its top two 
= York men to Tokyo and put Amer 
operations back under closer head- 
fice control. | 
lhe securities houses have two 
problems. First, what markets should 
they be in? No securities company can 
be all things to all clients in all places 
The best it can hope for is broad. 
strength at home and, in foreign mät- 
' kets, strength in those businesses. 
where it has a comparative advantage 
That means where it can link up wi 
Japanese investors and borrowers. 
The second part of the problem’; is” 
much more difficult: how to run a for 
eign business. Around the world, the b 
m employ more than 5,400 foreigners 
+ Japanese irre works on ane 
tensive and s slow process of consulta 


























































































lesan as consensus building) 
there is also strong control ee: 
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fast-changing financial markets where 
speed and flexibility in decision-mak- 
ing is vital. Another traditional 
characteristic of Japanese manage- 
ment is the idea of lifetime 
employment. 

Sending traditional career em- 
ployees to run, say, a New York sub- 
sidiary removes the possibility of any 
foreigner making it up the escalator 
to Tokyo head office. Some Japanese 
firms have attempted a trade-off—of- 
fering higher-than-usual salaries to lo- 
cals in return for a ceiling on their 
promotion. That, however, cuts off a poten- 
tial source of talent and risks upsetting ca- 
reer Japanese staff who see locals with wage 
packets three or four times fatter than 
theirs. In. America, in particular, the big 
four have been suffering from defections 
both of local and of Japanese staff. 

These cultural and structural problems 
of Japanese management make it hard for 





Art's big top 
TOKYO 
LL Mitsukoshi one day be ranked 
| alongside the Medicis as art dealers 
and wheelers? On November 28th the Jap- 
anese department store paid £20.9m 
| ($38.2m) for Picasso's "Acrobat and 
| Young Harlequin" at a Christie's auction 
in London. The painting, which Picasso 
never finished, will go on sale at 
| Mitsukoshi's flagship branch, close to To- 
| kyo's financial centre. The price paid in 
| London was a record for a twentieth-cen- 
| tury painting. Its new owners hope it will 
fetch even more on sale in the window of 
their Tokyo store. 

Japanese investors, both corporate and 
individual, have been queuing up to buy 
western fine art, particularly since the 
stockmarket crash in October 1987 hurt 
their confidence in foreign equities. And 
each day that the yen strengthens, the 
canvas seems cheaper. The average Japa- 

| nese purchase at international auctions 
has now reached $1.4m, against a pre- 

Black Monday average of $500,000; in the 

past two years roughly a quarter of inter- 

national art sales at auction have gone to 

Japanese buyers. Fine-art imports in the 

first nine months of this year were $1.2 
| billion, compared with $941m for the 
| whole of last year—itself nearly double 
| 1986's figure. 

Thanks to the Japanese, impressionist 
and post-impressionist prices are bound- 
ing ahead—adding nearly 5096 in a year. 
In contrast, old master price-tags are in- 
creasing at a mere 1596 a year. But paint- 
ings, like shares, can drop in value, espe- 
cially when they become too fashionable 
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Flagging overseas profits 
Overseas subsidiaries' pre-tax profits, six months to March 1988 
% change on by country (Ybn) 
Y bn 


Nomura 10.8 


36. 


3.1 
0.9 











the big four both to go it alone in America 
through building up their subsidiaries and 
to expand through acquisitions. The recent 
wave of takeovers by Japanese manufactur- 
ing companies is starting to show all Japa- 
nese firms how tricky it is to go global. The 
big four could easily afford mega-acqui- 
sitions. Putting aside the political problems 
of buying a Salomon Brothers, a Merrill 


-— m — 





with moneymen. In the 1920s Wall 
Streeters rushed to buy British eigh- 
teenth-century portraits; after a savage 
fall, prices are only now matching 1920s 
levels in nominal terms—ie, ignoring in- 
flation, insurance and 60 years’ worth of 
lost interest on cash invested. 

Never mind. Many Japanese compa- 
nies buy as much for corporate 


aggrandisement as for investment. In 
March 1987 Yasuda Fire and Marine In- 
surance bought Van Gogh's “Sunflow- 
ers" for £24.75m, prompting finger-wag- 
ging from Japan's finance ministry. The 
picture is now hanging in the company’s 


22> 





Picasso in the pink 


Lynch or a Morgan Stanley, they 
have decided that the likely cultural 
disruption is not worth the trouble. 
That leaves them with an uneasy 
compromise—joint ventures with 
foreign partners. It is a way of learn- 
ing new businesses, of building rela- 
tionships with American clients, and 
of deferring dealing with the manage- 
ment problems for as long as the Japa- 
nese partner is prepared to be passive. 
The $100m acquisition by No- 
mura Securities of a 20% stake in 
Wasserstein, Perella, a New York 
mergers and acquisitions boutique, seems to 
be the model for the sort of deals the Japa- 
nese will do in the future. This wait-and-see 
strategy is the line normally adopted by the 
Japanese when they do not know what to 
do. They may have to wait until their culture 
changes or their industry does. Bet on the 


latter happening before the former. d 





art gallery at its head office in Tokyo. 

Mitsukoshi, however, wants a 
(quickish) turn on “Harlequin”. Snooty 
dealers in London or New York would not 
dream of selling a picture through a de- 
partment store. But the Japanese are used 
to it. Many stores have regular exhi- 
bitions. (The Seibu store, which this week 
bought a Monet at Sotheby's in London 
for £5.6m, ran a Paul Klee retrospective as 
long ago as 1961.) And young and inex- 
perienced buyers, many of them newly 
rich from Tokyo's high stock and prop- 
erty markets, are more comfortable buy- 
ing art from stores than from snobbish 
galleries. Even though stores charge a 
hefty premium for providing such ease, 
their sales of fine art have been surging in 
the past two years. 

Two years ago the favourite to buy 
"Harlequin" might have been a provin- 
cial local authority, many of which had 
built new art galleries. The city of Nagoya, 
for example, paid Y350m ($2.2m) for Mo- 
digliani's "Oirl with Pigtails". This was 
matched by steady purchases by compa- 
nies for their own galleries. Most art muse- 
ums are run by companies in Japan, be- 
cause they get tax breaks that individuals 
do not. The state is not a great sponsor of 
the arts in Japan. 

Now the main buyers are property de- 
velopers, stockmarket dealers and owners 
of small companies. Such nouveaux riches 
are also buying diamond and gold 
jewellery and gold bullion. Banks, securi- 
ties firms and property companies are suf- 
ficiently worried about the diversion of 
savings out of financial instruments that 
they are studying new services for the su- 
per-rich. The Medicis, bankers them- 
selves, would have approved. 
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tL init s futures markets for soft commodities find 








for soft | hella SER 
| and sugar—were once independent fiefs 
| scattered around Mincing Lane. They are 
d| still big business. The trade in soft com- 
j| modities contributed a net £300m 
($490m) to Britain’s external current ac- 
count last year. But they have rarely 
caught the public eye. They are markets in 
which old-established family-run firms 
deal almost solely with professionals: per- 
haps helping Ivory Coast growers of cocoa 
to hedge their future harvest, or helping 
Switzerland's chocolate-maker Nestlé lock 
in the price of its future sugar and cocoa 



















‘the threat posed by New York's 
| growing futures markets in the 
1] same commodities. America has 
d long encouraged private specula- 
_ tors, who have no interest in taking 
. delivery of tonnes of coffee or 
. Sugar, but instead bet on the direc- 
tion of the market. Speculators are 
à boon to any futures market be- 
| cause they add liquidity. Producers . 
E and consumers started to move to 
1 
| 
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New. York to hedge their activities. 
^ London's disparate markets re- 
| «acted by getting together under one 
~~ roof; by introducing options on the 
| existing futures contracts; by re- 
9 christening themselves as the Lon- 
li don Fox (futures and options ex- 
'— change); and, this year, by allowing 
2 American-style "locals" in for the 
} first time. Locals are individual ex- 
~ change members who trade on their own 
account, filling in the gaps in supply and 
demand and thus boosting the liquidity of 
the whole market. There are now just un- 
der 50 such members, who can trade in 
any of London FOX's markets, as well as in 
the International Petroleum Exchange 
(ipe), a sister exchange to London Fox 
"which shares the same premises. 
The challenge from overseas has fos- 
tered innovation. FOX now has an auto- 
"mated trading system (ATS) for white- 
sugar contracts. In 1986 the New York 
Coffee, Sugar and Cocoa Exchange ac- 
counted for just under three-quarters of 
- the world's trading in sugar futures. Lon- 
don had about 15%, and Paris 10%. Even 
_ though London dominated raw-sugar fu- 
tures in Europe, Paris monopolised the 
usiness in white refined sugar. 
< Consumers and producers complained 
at Paris took advantage of its monopoly 





































f | estrone of new trading technology 





by charging extortionate dealing costs, 
but London’s attempts in the early 1980s 
to introduce a white-sugar contract were a 
flop. London FOX's answer was to set up a 


computer-based trading system in July 


1987 for a new white-sugar contract. ATS 
is an electronic noticeboard, automati- 
cally matching brokers’ buy and sell 
orders. 

Such a system has quickly undermined 
Paris's attractions, because it is stagger- 
ingly cheaper. The levy charged by the ex- 
change on ATS is 75 pence or $1.40 a lot 





(one lot equals 50 tonnes); before Paris 
started slashing its charges, its levy was 
$30 a lot. In ATS's first year it traded 
410,000 lots, against 380,000 in Paris. In 
the year before, Paris traded more than 


- 500,000 lots. London FOX was fortunate 


that the white-sugar contract's first year 
coincided with a surge in the price of 
sugar. Last summer a tightness in the sup- 
plv of sugar was exacerbated by America's 
drought, which pushed up the prices of 
sugar alternatives like corn syrup. Specu- 
lators rushed into the rising market. 
Although the idea of automated trad- 
ing is in vogue around the world, London 
FOX and a small wool exchange in New 
Zealand are the only commodities futures 
markets which actively trade on an auto- 
mated system. Globex, the offspring of 
two giants—one of Chicago's futures mar- 
kets, the Mercantile Exchange, and Reu- 
ters—will not start trading until next year, 


-is that most of its dealers are the most 





and then only during the hours when th 
Merc is closed. The irony for London FOX 










































dyed-in-the-wool firms of any market. It^ 
was only because the white-sugar contract. 
was moribund that the exchange got the- 
blessing to trade it on ATS. | 
Some of London FOX’s members (no- 
tably the big American commission 
houses such as Drexel Burnham Lambert, 
which now accounts for a sixth of all trad- 
ing on the exchange) wish secretly that all 
contracts were traded automatically 
Automation does away with a £40,000-a 
year trader and expensive back-office- 
staff. It also cuts out the problem of mis- 
matched deals: on some days, the number . | 
of deals which fail to be matched runs as | 
high as 15% of the total volume. E 
Yet until the global trend towards: 
automation becomes unstoppable, — 
most of the exchange's members — 
will shun using it for their existing | 
successful contracts in cocoa | 
(which rivals New York's volume), - 
coffee (the biggest market for Af- 
rica robusta) and raw sugar. Firms 
brought up on open outcry are 
wary of trading any other way; trad- ` 
ers oppose change because they 
would be out of a job. London FOX- 
is therefore under pressure to de- 
velop different products for ATs. 
Automated trading systems 
look set to alter drastically the eco- 
nomics of launching new contracts. 
Once a system is in place, the soft- 
ware needs only to be tweaked a lit- 
tle to allow new contracts. Launch- . 
ing a new contract for automation . 
typically costs half the £100,000- 
200,000 of a floor-traded contract. Lon- © 
don FOX can charge a lower levy for each — 
trade because it does not have to pay for ` 
floor space and staff, and it can tolerate | 
less business—perhaps 500 contracts a | 
day instead of 2,000 for a floor-traded - 
contract. E 
Next year London FOX plans to put its ` 
traded options on to ATS, since they have- 
failed on the floor. It also wants to intro- 
duce a contract to arbitrage the spread be- 
tween its raw-sugar and white-sugar fü- 
tures, and to revive its rubber contract. 
That died at the end of the 1970s when ` 
business moved to a telephone market, © 
mainly between London, Amsterdam and" 
Hamburg. London Fox reckons it can ex- 
pand by encouraging overseas traders to ~ 
link up to the computer network it is in- | 
stalling next year; and by using its market- 
ing tie-up with Mitsui to sell technology to 
sini is Japanese futures markets. 






























































































OME 1,600 "names" on the Outhwaite 
syndicate at Lloyd’s of London face 
osses of more than £500m ($900m) over the 
next ten years. Not all may come from their 
own pockets. According to a confidential re- 
port to the names by Richards Butler, a firm 
solicitors, they have a case for negligence 
ainst Outhwaite and/or their "members' 
ents”, who run their affairs in the $14 bil- 
n-a-year insurance market. They may also 
ve a case against Lloyd's. 

OQuthwaite's problems began in 1981 -82 
hen it began writing stop-loss policies for 
other syndicates and non-Lloyd's insur- 
Stop-losses are a form of reinsurance. 
ler these, the reinsurer (in this case 
hwaite) receives a premium and agrees 
ay all losses suffered by policyholders in 
ess of an agreed figure. The policy can 
ver a specified period or (again in 
uthwaite's case) all losses on business be- 
re the date of the policy. 

< The Outhwaite policies covered asbes- 
;, asbestos property damage and pollu- 
on risks in America before 1981-82. When 
claims rolled in, Outhwaite was faced with 
ige pay-outs. Outhwaite is now busy trying 
to avoid them by suing (or taking to arbitra- 
tion) the other syndicates and non-Lloyd's 
insurers that bought its stop-loss policies— 
so far without much success. 

< Most insurers in Outhwaite's position 
would further have reinsured (or retro- 
ceded) a large chunk of the risk with other 
oyd’ s syndicates or with the London com- 
pany-insurance market. But on some of 
these policies, Outhwaite retained 100% of 
e risk. The syndicate did not, or could 
ot, place much reinsurance. 

- Tt is on this issue that names feel they 








port by another legal firm, Freshfields 
ommissioned on behalf of members’ 

agents involved in the affair), advised that 
here was a prima facie case of negligence 
igainst Outhwaite but that it was unlikely to 
cceed in the courts. The names’ lawyers 
ink otherwise. Their opinions could be 
particularly important for indirect names on 
the Outhwaite syndicate. 

At Lloyd's there are members' agents, 
who place names on syndicates, and manag- 

ng agents who run syndicates on behalf of 
names. Some agents, such as Outhwaite, do 
both. Names that Outhwaite places on its 
yn syndicates are called direct names; 

hose placed there by other members' agents 
are called indirect names. Managing agents 
ive no contractual obligation to names, 

only to the members' agents that came up 
-with the names. If a case of negligence can 
be proven against Outhwaite in relation to 
- the stop-loss policie es, then under the law of 
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etting a pad name 


; Philippine loans 
ive a claim against Wird An earlier. 











agency a case of breach of contract would be 


proven automatically against members’ 
agents that placed indirect names. 

The case against Lloyd's itself is a little 
trickier and relates to "overwriting" of im- 
surance in 1981-82. All syndicates have a 
predetermined premium-income limit based 
on the number of members in that syndicate 
and their individual limits on the amount of 
insurance they can write, lt was (and is) 
against the rules to write insurance in excess 
of those limits on premium income. Lloyd's 
has a statutory duty to protect the interests 
of names, including monitoring syndicates 
to avoid the perils of exceeding those lim- 
its— ie, overwriting. - 

However, the Lloyd's Act of 
1982, which came into force on July 
23rd of that year, gives it immunity 
from a claim for damages for breach 
of any of its duties thereafter. But law- 
yers think that Lloyd’ s would have no 

claim to immunity for any act or- 
omission before that date. Nor would 
Llovd's under the 1982 act have im- 
munity if its failure to monitor over- 
writing occurred in the course of rou- 
tine or clerical duties. 

So will the names sue? Not for the 
next six months or so. Around 400 
have formed themselves into an ac- 
tion committee. Standstill agree- 
ments have been negotiated with var- 
ious firms and bodies connected with 
the mess. Under such agreements, ev- 
eryone agrees not to sue everyone else 
for a specific period, without giving 
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Ferdinand's follies 


MANILA 


ANKS will have to be more careful 

about lending money to corrupt re- 
gimes. The Philippine government is already 
set to sue a big American contractor, Wes- 
tinghouse, for damages of more than $1 bil- 
lion over the construction of the country's 
first and only nuclear power plant: now it 
wants to take legal action against the foreign 
banks that financed the plant. America's 
Export-Import Bank, Citibank, Crédit 
Suisse and a host of other western banks are 
on the rack. 

The suit is a test case for claiming dam- 
ages against the suppliers of a whole herd of 
white elephants, bought during Ferdinand 
Marcos’s 20-year reign. Marcos himself has 
been accused of making $80m in kick-backs 
from the Westinghouse deal. The $2.3 bil- 


Pid pen: Waaa with insurers. The 


names also think that Lloyd's will use the 
time to think about organising a rescue of 
the syndicate. Some hope, say some. © > 

Lloyd's should think twice before dis- 
missing the claims of the Outhwaite names. 
Investors are leaving Lioyd's in droves. In 
1979 only 87 people resigned; this year (so 
far) 1,624, roughly 596 of all names, have 
gone, and only about 1,000 newcomers will 
join. As personal tax rates in Britain fall, so 
Lloyd's, once a tax dodge for the well-off, is 
losing its charm. 
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lion nuclear power plant, which was come 
pleted in 1985, has never so much as lit æ 
five-watt light bulb and will now be torn 
down. An international team of inspectors: 
has described it as unsafe, inoperable, and 
three times the price of a comparable plants 
that Westinghouse built in South Korea as 
the same time. 

Government lawyers want to expanc 
the action to include foreign funders of the 
folly. The Philippine Senate has accused the 
RR of the creditors, Ámerica's state: 
owned Export-Import Bank (EXIM) of unet 





in 1975 (and guaranteeing another $308ne 
later on). In 1983 the Philippines defaultec: 
on. principal repayments for its foreigr: 
loans. The Senate has now called for a hal: 
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to all interest payments. on ‘the | plant's $1.5 
billion of foreign loans—currently running 
at over $350,000 a day. 

The Senate claims that American nu- 
clear regulatory authorities deliberately 
overlooked safety factors—such as the siting 
of the power plant at the base of a dormant 
volcano, close to three earthquake fault- 
lines and just 60 miles from Manila—in or- 
der to retain American military bases in the 
Philippines, which Marcos was then threat- 
ening to close down. The Exim loan was, the 
Senate claims, given for much the same 
reason. 

Westinghouse has already admitted pay- 
ing commissions of $17.5m to its Philippine 
agent, Mr Herminio Disini, a notorious golf- 
ing partner of Marcos. In 1974 Mr Disini se- 
cured presidential approval for Westing- 
house's original proposal to build a plant 
with two 620 megawatt reactors for $650m. 
"thin two years the price had jumped to 
| “1 billion and all talk of a second reactor 
had been conveniently forgotten. Westing- 
house has denied that it was involved in 
bribery or shoddy construction work but it 
has been trying to reach a pre-trial settle- 
iment with the Philippine government since 
February. Talks have also been going on 
with EXIM and Mr Disini, who now lives in 
affluent exile in Austria. 





Senator Rene Saguisag, who has been | 


leading the government investigation, told 
The Economist that no acceptable financial 
settlement had been offered. He said the 
government will file a civil suit for damages 
and breach of contract at the end of a “toll- 
cng agreement". (In Britain it is called a 
standstill agreement under which both sides 
:ake no legal action for an agreed period 
while reserving their rights.) “We are going 
o throw everything, including the kitchen 
sink, at them’’, says Mr Saguisag. 

Can the banks avoid Mr Saguisag's 
p No bank, anywhere in the world, has 

accepted responsibility for the mis- 
apending of its loans. However, the Philip- 
sines’ lawyers may be able to prove that 
inany of the country's creditors knew that 
their money was being put to corrupt uses, 
m 1984, the World Bank reported that $3.4 
sillion. of the country's official loans had 
aever really reached Philippine shores and 
mad. been diverted into foreign bank ac- 
ounts presumably with the knowledge of 
ending banks... | 
Other banks apart from EXIM are on the 
ck. America's Citibank, the Philippines' 
est creditor (with $1.5 billion exposure), 
uaded Mr Disini to give ita highly prof- 
ble share of the action in the Westing- 
use deal and lent Marcos $60m to buy a 
yscraper in New York, but now claims 




























oney to Marcos. 

Government lawyers. cose that the 
sentatives of the 483 foreign commer- 
banks who flocked to Manila in the late 
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at it did not know that it was giving. 


The Philippines’ powerless power plant 


1970s and early 1980s knew that they were 
financing unviable projects. However, they 
secured government guarantees: that, ar- 
gues the government, reassured the banks 
that the Philippine people would not be able 
to renege on their sovereign debt—whar- 
ever happened to Marcos. 

The Philippine government is driven by 
financial need as well as by desire for ven- 
geance. The $29 billion national debt cur- 
rently eats up 3096 of export earnings. Mrs 
Solita Monsod, the Cabinet Secretary for 
Economic Planning, has called for the uni- 


Managing sovereign debt 


Floppy borrowings 


NVESTMENT banks have conjured up a 
new product. Within the past year sev- 
eral of them have developed computer pack- 
ages to tell governments how "optimally" to 
manage their foreign debt. The bankers are 


. fishing for new business by telling their off- 


cial customers how to move around their ex- 
isting borrowing sources. Several govern- 
ments, including Australia and New 
Zealand, have taken the bait. They think the 
techniques could save them money. But the 
new packages serve bankers the best. 
Investment banks are not newcomers to 
sovereign-debt management. As early as 


1975, a consortium of S.G. Warburg, Lazard 


Frères and Shearson Lehman began to ad- 


vise developing countries, using different in- 


terest and exchange rate assumptions to pre- 
. dict what could happen to their debt. The 


new wave (including J.P. Morgan, Salomon 
Brothers, and Citicorp) argues that debtors 





































lateral repudiation of debts that were ob- 
tained for patently fraudulent and unviable: 
purposes during the Marcos era. 

This strong talk—and the decision of 
the Philippine Congress to place a 15-2076. 
upper limit on the debt service ratio——: 
frightened the International Monetary. 
Fund to break off talks for a new $1.3 billion: 
loan on November 22nd. Mrs Monsod 
claims that without new money and debt re- 
lief the Philippines cannot maintain. its. 
present 6.5% growth rate and will be. 
doomed to falling living standards. 

ascent Gana na sci 


ought to have two aims—to minimise th 
cost of borrowing and to minimise the vari 
ability of that cost. There is an “efficient 
frontier” of best mixes of cost and variabil 
ity. And just like asset portfolios, the besi 
liability portfolios need to be diversified to 
cost as little as possible with the least possi: 
ble interest or currency risk. 

Sounds obvious? But most sovereign 
borrowers fail to achieve these aims, point 
out the banks promoting the schemes. Foi 
instance, they might not understand how 
best to diversify risk: borrowing in D-marks 
guilders and Belgian francs, for example 
does not make for a diversified portfolio 
since these currencies usually move closely 
together. 

Several investment banks are now offer: 
ing either to install customised compute 
packages, or to run the software for cli 
ents—who will then be told the ideal liabi 
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ity mix between various currencies, maturi- 


ties and types of interest rate. But first, the 
computer programs need to be fed assump- 
tions on interest and exchange rates—and 
their volatility. Awkwardly, the answers are 
very sensitive to these forecasts. One way 
around this problem is to try out a whole 
range of assumptions in order to generate a 
probability distribution of cost and risk. 

Every set of forecasts produces a differ- 
ent "efficient frontier” of cost and risk. The 
computer then takes the average of these, 
weighted by the probability that the under- 
lying interest and currency forecasts will be 
right, to come up with a final best portfolio. 
The software offered by J.P. Morgan, for ex- 
ample, runs at least 20 interest and ex- 
change rate assumptions each time—at a 
price. Even less sophisticated versions are 
expensive. Initial fees range up to $60,000, 
but buyers and sellers are cagey about the 
total costs. 

Are the debt-management packages any 
use, given both the expense and the deeper 
problem of having to forecast interest and 
exchange rates! The Australian government 
thinks so. It was one of the first to adopt 
techniques of optimal debt management, in 


1986. The treasury found the scheme a use- 
ful prod to thinking about its strategy as the 
government's financial position switched 
from a big deficit of A$6 billion ($4.2 bil- 
lion) in the 1985-86 financial year to a sur- 
plus of A$2 billion by 1987-88. This gave 
the treasury the chance to do some house- 
keeping on the foreign debt. 

The optimal debt analysis showed they 
had a portfolio of borrowing that was not 
diversified enough. It was all fixed-rate long- 
term debt, and too much was owing in hard 
currencies. Since 1986 Australia has used its 
surplus to redeem foreign debt. It has cut its 
exposure to yen, D-marks and Swiss francs 
by swapping into Australian and American 
dollars. The average maturity of Australia’s 
debt has also fallen; now a quarter of out- 
standing debt is for less than one year, while 
only 1596 was in 1985. 

Ireland's officials, on the other hand, 
think that its national debt is already quite 
close to the "optimal" pattern. The central 
bank has undertaken some interest-rate 
swaps in the past, mainly on new bill issues. 
[n the past few weeks it has made its first 
currency swaps on existing debt. 

Mr Michael Somers, Secretary for Ire- 


land's National Debt Management, says 
that they are not inclined to follow the new 
techniques slavishly. He sees the main ad- 
vantage of the computer packages as giving a 
rigorous backing to the borrowers' "feel" 
for the market. He is impressed by the pro- 
grams but says that for now Ireland will not 
buy a full version. 

Some banks are offering their computer 
packages free in the hope of winning the 
business, such as swaps, that they generate. 
This makes government officials in rich 
countries suspicious. They would rather pay 
for independent advice. Debt-management 
packages are unappealing to developing 
countries because of their cost and because 
they seldom have access to the international 
swaps market that provides the simplest way 
to re-shape their exposures. 

Some of the less sophisticated devel- 
oped country borrowers would do better to 
improve their debt management by usi 
much cheaper methods than computer pi- 
grams—such as keeping records of their li- 
abilities on computer. New Zealand did not 
computerise its records until 1985. Until 
then, debt details were written in a ledger by 
a lady who worked afternoons only. 





Shearson Lehman Hutton 


A marriage of inconvenience 


NEW YORK 


T IS small wonder that Shearson Lehman 
Hutton's: chairman, Mr Peter Cohen, 
was desperate to organise a management-led 
leveraged buy-out for RIR Nabisco. This 
week his clients’ final LBO offer lost out to a 
$24.7 billion bid from Kohlberg Kravis Rob- 
erts. Had it pulled this one off, Shearson 
would have netted $250m or so in fees; as it 
is, it may be stuck with costs of $20m-30m. 
With its post-crash acquisition, E.F. Hutton, 
proving a pain in the wallet, the New York 
investment bank needs all the revenue it can 
muster. 

Shearson, 62%-owned by American Ex- 
press, has a history of making acquisitions 
work. Its phenomenal growth into a Wall 
Street powerhouse in the past 20 years was 
based on buying and turning round 40 ail- 
ing stockbroking and money-management 
firms. Shearson has spent most of this year 
digesting its near $1 billion purchase of 
Hutton, bought for its retail network. Al- 
though this acquisition was announced in 
December 1987, two months after the Octo- 
ber stockmarket crash, it is now clear that 
Shearson paid too much for Hutton at a 
time when retail broking was about to dive. 

Almost certainly, all the $145m of after- 
tax profits reported by Shearson for the first 
nine months of 1988 have come from asset 
management and investment banking. 
Shearson has almost $240 billion of cus- 


82 


tomer assets on which it earns either 
an investment-management fee or an 
administrative custodian fee—a valu- 
able cushion against swings in 
broking commissions. The firm has 
also been increasingly aggressive and 
successful in investment banking dur- 
ing 1988 as deal mania has continued 
despite a weakish stockmarket. 

Retail broking stayed a relatively 
strong business in the two months 
immediately following the crash; 
turnover was hectic and small inves- 
tors were net buyers of shares. Since 
then it has been unmitigated gloom. 
Ms Alison Deans, of Kidder Peabody, 
estimates that Shearson’s retail busi- 
ness (including Hutton) is down al- 
most 50% from its pre-crash level. 
The third quarter of this year was 
weak, with Shearson reporting net 
profits on retail broking of only $8m. 

As a result of the Hutton pur- 
chase, Shearson virtually doubled its 
costs in retail broking. It was left with 
nearly twice as many brokers, offices 
and related overheads just as reve- 
nues plunged. The cost of absorbing 
Hutton this year is estimated at 
around $170m-180m, of which some 
$110m has been spent on incentives 
to induce top-line Hutton brokers to 





Amex high, Shearson low 
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stay with the firm. Not everyone took the 
bait. About 1,200 of Hutton's 6,300 sales- 








gest commission earners—lured by gener- 
ous up-front payments from rival firms. 

Now, the worsening retail business has 
switched the attention of Shearson's man- 
agement from the huge job of absorbing 
Hutton to that of cutting costs. Shearson 
has already shed 1,000 of its 41,900 staff. 

Shearson's retail brokers know they will 
find it tougher next year to make money. 
The firm has already made an internal an- 
nouncement of new attempts to raise reve- 
nues, to be implemented from January Ist. 
First, retail commissions will be hitched by 
496, the first increase since 1983. Second, 
the minimum commission for a share trade 
will rise from $30 to $50. Third, a $2 con- 
firmation charge will be added to cover the 
cost of post and handling. Fourth, brokers 
will be charged $50 (up from $30) for any of 
their accounts that is inactive for six 
months. Finally, Shearson will not pay its 
brokers bonuses unless they gross $250,000 
in commission, up from $200,000. 


A Tsai is just a Tsai 


NEW YORK 


| 

| 

¥ 

T IS not only through leveraged buy- 
outs that America’s top executives can 
trade their companies for fantastic sums. 
Such entrepreneurial magic also occurs in 
ordinary mergers. The latest example is 
the proposed $1.7 billion reverse takeover 
of Primerica, a financial-services com- 
pany, by Commercial Credit, a consumer- 
lending group. 

Although first announced in late Au- 
gust, the prospectus was only published in 
November in time for a special meeting of 
Commercial Credit shareholders to ap- 
prove the deal. The document is an eye- 
opener. It shows that ten Primerica execu- 
tives will reap nearly $100m in payments 
when the deal is completed. In particular, 
a former hotshot 1960s. Wall Street 
money manager, Mr Gerald Tsai, has 
again demonstrated his trading skills. He 
will receive more than $40m on giving up 
his position as chairman and chief execu- 
tive of Primerica. 

The details are as follows. Thanks to 

"change-in-control agreements" agreed 
by shareholders in 1985 and 1987 and 
"amended in certain respects in 1988" Mr 
Tsai will receive $27.8m. Primerica's pres- 
ident and chief operating officer, Mr 
Kenneth Yarnell, will get $15.3m; another 
: $9.6m will go to eight other executives. 
Controversially, these agreements were 
changed more than once during the nego- 
tiations to increase the pay-out to Mr Tsai 
and Mr Yarnell. The rationale for these 
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Life is becoming ever tougher for 
Shearson's army of cold-calling salesmen, 
now called "financial consultants". As they 
dial for dollars, increasingly they are finding 
themselves selling low-margin Treasury 
bonds and certificates of deposit rather than 
commission-juicy shares and unit trusts. In 
1987 the average Shearson retail broker 
generated $270,000 of commission income. 
Mr Stanley Schwartz, an analyst at Oppen- 
heimer & Co, reckons in 1988 that the aver- 
age will have fallen to $165,000, which 
means that most will not earn a bonus. 

Shearson has another problem this 
year. It may have to write off a large chunk 
(if not all) of its $146m investment in a Dal- 
las-based bank, MCorp, which is on the 
brink of bankruptcy. This investment con- 
sists primarily of $117m worth of MCorp 
preferred shares which Shearson under- 
wrote in 1985 and later bought back from 
investors. What happens now hinges on 
how the Federal Deposit Insurance Cor- 
poration handles the MCorp problem. 

There is another pressure facing Mr Co- 
hen. Shearson's parent, American Express, 





Lucky Gerald Tsai 


agreements is that they were needed to 
"help assure continuity of management 
prior to a pending or threatened change 
in control." Note that the agreements are 
triggered on a friendly takeover (which 
this deal is) as well as on a hostile one. 
Mr Tsai will also receive another 
$10.4m as a result of the cancellation of 
Primerica options he owns. The deserving 
ten will receive another $11.2m in de- 
ferred compensation and retirement 











wants its subsidiary's share price higher. 
The chairman of Amex, Mr James Robin- 
son, told analvsts earlier this year that the 
company wants to reduce its shareholding 
in Shearson to below 5096. This would have 
the benefit of removing Shearson's large 
gearing (assets of around $80 billion against 
equity of only $1.8 billion) from Amex's bal- 
ance sheet. A potential buyer of Shearson 
shares is Nippon Life, which already owns 
1396 convertible preference shares. 

The problem, however, is price. 
Shearson's share price closed at nearly $20 
on November 29th. That is well above the 
year's low of $13. However, it is still far be- 
low the $34 these shares were sold for in an 
initial public offering in May 1987. The all- 
time high is only $34.25, which means that 
many private clients are sitting on substan- 
tial paper losses. Wall Street reckons Amex 
would be happy to sell Shearson's shares for 
$25-30. However, if the share price does r 
recover to that level, Amex may still sell at 
lower price—as it did with its loss-making 


insurance subsidiary, Fireman's Fund. 


benefits. Primerica is also required to pay 
some $3.6m in insurance premiums for 
policies covering the lives of these same 
ten executives. 

Despite the pay-off, Mr Tsai is not sev- 
ering his relationship with the merged en- 
tity, which will retain the name Commer- 
cial Credit. Mr Tsai will be the biggest 
shareholder and will become chairman 
and director of the executive committee, 
acting as a consultant to Commercial 
Credit's chairman, Mr Sanford Weill. For 
these services, Mr Tsai receives an annual 
fee of $250,000 plus "provision of office 
space and staff and certain prerequisites 
similar to those provided for him by 
Primerica”. 

If Mr Tsai has cut a great deal, its terms 
also reflect Mr Weill's eagerness to get 
back into the big time on Wall Street. He 
is credited with having built Shearson 
Lehman into a broking force, before be- 
coming president of American Express 
and then leaving in 1985. A considerable 
attraction of Primerica to Mr Weill is that 
it owns the middle ranking Wall Street in- 
vestment bank Smith Barney, which it 
bought in May 1987 a mere five months 
before the crash. 

Wall Street is not yet convinced of Mr 
Weills strategy. Commercial Credit's 
share price was $26 when the deal was an- 
nounced in late August. It was $21! on 
November 28th. The payments will 
hardly encourage investors. Nor will the 
action of three Primerica shareholders. 
They are suing their company, Mr Tsai, 
Mr Yarnell and Mr Weill over the 
payments. 
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SCIENCE AND TECHNOLOGY 


The aging young pretender 


ALLIUM arsenide (GaAs) is the gifted 
child of electronics. Silicon, its rival, 
seems dutiful but dull by contrast. A GaAs 
chip is born with many advantages: it can 
work five times faster than silicon; it uses 
less power; it is less affected by radiation; 
and it can convert electronic signals to light. 
ifortunately, GaAs is also expensive, ill- 
rusted and troublesome. lt accounts for a 
meagre 0.5% of the semiconductor market. 
Silicon, cheaper and better understood, tri- 
umphantly takes almost all the rest. Now 
many companies claim they have overcome 
OaAs's problems. Is the awkward child 
about to blossom? 

Many of GaAs's strengths stem from 
one property: current-carrying electrons 
move more easily past arrays of GaAs atoms 
than they do past arrays of silicon atoms. So 
electronic signals can trigger and flow 
through a GaAs microchip faster, and waste 
fess power. Also, the output of a GaAs chip 
lis less distorted. Electronics engineers ex- 
iploit these traits in circumstances where sili- 
con does not come up to scratch. 

Most of these are in defence and tele- 
-ommunications. GaAs is useful for amplify- 

ng the weak signals received by radar and 
satellites. In space, its modest appetite for 
Mectrical power helps batteries last, and its 
stance to radiation protects it. It also 
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plays a part in telephony. In order to 
squeeze more traffic on to a line, telephone 
calls are often "multiplexed'"—that is, cut 
up into little packages which are shuffled 
and then transmitted together. This job of- 
ten gets too hectic for mere silicon. 

Lucrative (and fast growing) as these 
niches are, GaAs needs to find its way into 
wider use in equipment like computers. 
Only then will it truly come of age. The mak- 
ers of GaAs look hopefully to two trends: 
their improving ability to handle the mate- 
rial, and their customers' stringent demands 
for high performance. University research 
also promises to find new ways to bring gal- 
lium arsenide into the mainstream. 

Take the producers first. Some 7096 of 
the world's GaAs is made by the military 
and telecoms divisions of multinationals like 
America's McDonnell Douglas and Brit- 
ain's Plessey (for their own use). The rest 
comes from specialist companies, like Vit- 
esse Semiconductor and Gigabit Logic, both 
in California. All of them have struggled to 
find ways to get round GaAs's numerous 
problems. Many need a boost in demand: 
not long ago, Integrated Circuit Engineer- 
ing of America found that GaAs producers 
were working at only 3596 of their capacity. 

Because gallium arsenide is made from 
two ingredients (whereas silicon is a simple 





material), it can be a tricky job to produce 
GaAs which is pure and neatly enough ar- 
ranged to hold microscopic electronic cir- 
cuits. What is more, GaAs is brittle. Some 
7% of wafers (the discs of pure material on 
which circuits are imprinted) break during 
processing. Only 196 of silicon wafers break. 
Silicon's oxide, which is easily formed with 
Oxygen, can act as one of the structural com- 
ponents of the transistors that are built 
upon its surface. GaAs, on the other hand, 
has no such convenient compound. Its tran- 
sistors have to be built in more subtle ways. 
Also, since GaAs does not conduct heat 
well, transistors will overheat if they are too 
closely packed on a chip. 

These problems are reflected in the cost 
of a three-inch wafer of GaAs: about $160, 
compared with $30-40 for a six-inch silicon 
wafer. A finished chip might cost three-five 
times as much in small quantities. When 
companies produce more GaAs, costs will 
fall. In the mean time new technology can 
push prices lower. Vitesse uses a highly auto- 
mated production line and finds that fewer 
wafers are broken. And the companies have 
had enough experience fine-tuning these 
processes for total yields (the proportion of 
chips which are not duds) to be around 4596 
for some types of chip. Three years ago com- 
parable gallium-arsenide yields were 5%. 

They are also adapting processes from 
the silicon industry that sidestep the need 
for an oxide. Earlier this month Vitesse an- 
nounced a process which it hopes will bring 
costs down to below 5 cents per logical step, 
or gate, on a chip's surface. Gates on high- 
speed silicon chips cost 2.5-5 cents. 

Pushing down the cost of GaAs chips 
should help persuade computer makers to 
include them in their machines. But there 
are other reasons why OaAs might be 
used—at least in high-performance comput- 
ers. Cray Research, a Minnesota company 
which builds some of the world's most pow- 
erful supercomputers, is using GaAs chips 
in the Cray-3, which will be launched next 
year. It wants the speed that GaAs can offer, 
whatever the cost. Other companies, includ- 
ing Sun Microsystems and Digital Equip- 
ment, have been sniffing around GaAs, 
partly because its low power consump- 
tion would give them more speed with- 
out liquid cooling. Chip materials are 
cheap compared to clanking great cool- 
Ing systems. 

A new fad in chip design, called 
reduced instruction set computing 
(RISC), works in GaAs's favour 
too. RISC computers build up complicated 
programs from a few, simple tasks etched 
into their chips. Although more steps are 
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ones, RISC chips work fast enough to get 
hrough the job more quickly. Since RISC 
hips have fewer instructions, they also need 
ewer circuits built into them. This dimin- 
shes the advantage which silicon usually en- 
oys by being able to pack more circuits on 
oachip .. 

. The universities, too, are helping GaAs 
o grow up. One of the busiest areas of re- 
search is in semiconductor lasers. Lasers 
with GaAs chips inside are already used to 
nvert the electronic signals of digital tele- 
phone calls into light, which is beamed 
wn optical fibres. Adding impurities to 
ilor the optical behaviour of the material, 
id using some of GaAs’s close relatives like 
m phosphide, will help to make such 
more versatile. Eventually they may be 
ised to guide data between the computers in 
an office network or even through the in- 
sides of single computers. 

Recent research at the University of Illi- 





A tomic geometry. 


a 'ARBON is familiar in its guises as a 
M girl's best friend or as humble pencil- 
- lead graphite. When carbon atoms join up 
.to make diamonds, they form a three-dimen- 
sional lattice, in which each carbon atom 
holds. on to four other carbon atoms around 
it by strong chemical bonds. In its graphite 
form the atoms are arranged in sheets, with 
the sheets stacked one on top of the other. 
Carbon is also commonly found as soot. 
Ye arrangement of atoms in soot specks is 
ot altogether clear, but some of the shapes 
the atoms can make are beginning to 
erge. It appears that an ordinary candle 
'contains a whole family of molecules 
iat were previously undreamt of. 
- If the small clumps formed in a hot] jet of 
irbon vapour are weighed, it turns out that 
ere are a lot of clusters containing 60 car- 
n atoms (known as Cao). When things are 
ranged to make clumping difficult, Ceo is 
ill formed. It looks as if there must be 
something special about the number 60. 
^ There is. It is the number of corners on 























- designer and. thinker, used.to support the 
lightweight domes he loved. In tribute to 
him, the 60-at rbon “molecule was 





‘cated instructions etched beside the simple - 


nois B suggests it might be pe to com- 


a truncated icosahedron—a shape most fa- - 
iliar in its guise as the pattern of hexagons - 
nd pentagons on the surface of a soccer _ 
all. As the most symmetrical shape. thatcan | 
be drawn on a spherical surface, it fascinated - 
orderly minds of Platonic philosophers. | 
]t is also reminiscent of the structures which — 
Buckminster Fuller, an eccentric American - 





arsenic atoms on a silicon base. At first sight 
this looks an unlikely prospect: the natural 
arrangements of atoms in silicon and in gal- 
lium and arsenic do not match. But the Hli- 
nois team, led by Dr Hadis Morkoç, have 
found that tilting the silicon base by four de- 
grees creates atomic steps on which gallium 
and arsenic atoms can nestle comfortably. 
Hybrid chips may soon find applications in 
solar cells and charge-coupled devices 
(which turn light into electronic signals). 

With so many opportunities at the high 
end of technology, GaAs is likely to increase 
its worldwide sales on the open market from 
the palery $150m it will earn this year. But 
its share of that market may not increase. 
Silicon will find ever more to do at the high- 
volume, low-tech end of the street. And sili- 
con research, now in its 30th year, has far 
from dried up. Plenty of current work aims 
at building fast and dense chips that might 
compete with GaAs. Gifted children do well 
to remember that as they grow wiser their 
plodding siblings grow wiser too. 


The soccer- -ball molecule 


dubbed Buckminsterfullerene by Dr Harry 
Kroto, Dr Robert Curl, Dr Richard Smalley 
and their students at Rice University in 
Houston when they thought that they had 
seen evidence for such a shape in 1985. 
Although such a Cgo molecule had been 
thought of before, the suggestion that it 
might have turned up ín experiments with 
hot vapour was met with scepticism. Over 
the past few years, studies of Cg have 
shown that the soccer-ball model explains 
many of the molecule's properties. One is its 
unwillingness to take part in chemical reac- 
tions. "Because each carbon atom on the 
spherical surf ace o of the molecule i is tied by 


position to start Sb: new sooni with for- 


eign molecules. So oxygen, ammonia and ni- 


tric oxide leave the molecules unscathed. 


And because each atom is so firmly held by — 
its neighbours, the molecule is phenome- 
| nally difficult to tear apart with a laser beam. 


How does such an unlikely and charm- 
ing molecule come to be? As the carbon at- 
oms coalesce, they probably try to form a 


chicken-wire sheet of hexagons, like the 
sheets which.make up graphite. If a few pen- 
-"tagons are formed, as well as the hexagons, 
then the sheet will start to buckle, and the 
dangling atoms at its edges will try to join 


each other and make a closed surface. 
< That surface will not necessarily be the 
Sn en one of Cg. Less regular 
closed molecules can be made; if the condi- 


tions are right, with any even number of car- 


a bine the qualities of GaAs and silicon ina ^. bor 


re single chip by placing a layer of gallium and canhot be arranged | into an MEM 


properly. For geometrical reasons, though, 

Ceo is the most stable, because the strain on 
the surface is shared evenly by all the atoms. . 
In the rest of the “fullerenes” (as they are 
inevitably called) there is more strain on 
some atoms than on others. It is only in the 


beautifully symmetrical soccer ball that all 


the pentagons are the same size as each 
other, and each atom marks the corner of 
one pentagon and two hexagons. 

One piece of evidence for the fullerene 
model comes when the clumps are torn 
apart. If they were sheets and chains of at- 
oms, they would be expected to lose three 
carbon atoms at a time when broken up by 
laser beams, because C; is relatively stable. If 
they are fullerenes, they should lose only 
two atoms at a time, so that the surface. can 

heal" itself and the molecule become: asta 

ble fullerene two atoms lighter. And s 
goes until, at the 32-atom level, the surface is 
so strained that it shatters completely. . 

A similar process shows that Buckmin- 
sterfullerene and its ilk need not always be: 
hollow spheres. They can be cages, trapping: 
other atoms. When a fullerene carrying a. 
metal atom is degraded, it breaks up well be- 
fore it has slimmed down to 32 atoms. The 
metal atom inside it stops the fullerene con- 
tracting as far as it could if it was empty. 

The fullerenes are not only fascinating: 
in their own right. Since they are rugged an 
sticky, they probably help provide the seeds 
around which larger soot granules form. 
That has plenty of practical implications: 
some flames need to be sooty, others need tc 
be clean. Eventually, understanding how 
carbon clusters fold might make it possible 






























Join the dots 


Different ways of arranging carbon atoms 








The lattice-work 
af diamond 


Spherical Buekminsterfullerene] — 
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The Barbican fas everything. A prime position W- 
within the Square Mile, a ich cultural sc 
new facilities for the family and sports enthusiast, 
all essential amenities = jd restigious apartments 
for sale on long leases, Call Row for details 


of current availability. 01-588 8110 or 01-628 4372 ~ 


A LITTLE HUSH. A LOT OF ACTIVITY. 


MINIT / EUROPEAN MANAGEMENT JOURNAL 


MANAGEMENT ESSAY COMPETITION 
1989 


The second annual management essay competition, 
organised by the Minit Corporation (winner of the 

n European Service Industries Forum 1988 Oscar) and the 
_, European Management Journal, is now open for entries : 


| MANAGING RETAIL SERVICE BUSINESSES 
FOR THE 1990s 


Entries, in English, should be between 2,500 - 3,500 
| words and be submitted before 30 June 1989. ; 


5,000 ECU 


3,000 ECU 
1,000 ECU 


Open to all students in Europe and all European 
national students anywhere. 


First Prize 
Second Prize - 
Third Prize 


Full details and entry forms 


‘Minit / EMJ Prize Co-ordinator, 
European Management Journal, 
12 Merton Street, Oxford OX1 4JH, England. 
| Tel : 44 (086) 572 45 45. 
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PRE GES MONTRES 


Time is dividec 
into two parts: | 
before and after H ublot. - 


LA MON 


LA MONTRE DES MONTRES 


Hublot is a daring blend | 

HUBLOT of elegance and 
technology, the classic and the revol- . 
utionary. Hublot’s genius ts its Bros 
to be perfectly sporty and also Por d 
formal, in a manner which makes 
Hublot unique among wrist watches. 

In gold or steel or gold/steel — 
combination. Water-resistant toa 


depth of 150 feet. 
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to build sheets, spirals, or cylinders with 
them.Buckminsterfullerene itself is finding 
its way to loftier science. Since it is a tough 


arrangement of one of the universe's most 
common types of atoms, it may make up a 
fair bit of the gas clouds between the stars. If 
the sooty heavens do turn out to be made up 
of truncated icosahedrons, Plato, as well as 


Buckminster Fuller, would be justly pleased. 





Exploiting sewage 


Bring on the 
elephants 


NE man's sewage can make another 
man's tulips grow. At least it will in 
England when the Anglian Water Authority 
and Hensby Compost company start con- 
verting sewage sludge and straw to compost. 
From modest beginnings, the project may 
eventually do more than prettify flowers. 
Unlike the raw materials that go into it, 
compost does not stink or harbour disease- 
causing bugs. Compost improves soil by 
holding on to nutrients and water and by 
giving it a texture that is easy to work with. 
Every ton of straw soaks up three tons of 
sewage, so plenty of sewage can be got rid of 
that way. What could be more practical than 
doing away with offensive waste by turning 
it into something useful? 
Despite its appeal, compost can be com- 
plicated and expensive to make. And the 





| 
| 
poene take cowpats seriously. The 

sight of a herd of Jerseys or Welsh 
Blacks defecating all over a neat pasture 
may be unpleasing to a suburban gar- 
dener. But a farmer sees it as a rich—and 
free—source of organic fertiliser. He may 
be wrong to do so. There is less to cowpats 
than meets the eye (or foot). 

Dr Peter Holter and Dr Niels Bohse 
Hendricksen, two biologists at the Uni- 
versity of Copenhagen, have been 
delving into the innards of dairy 
cattle pats. They have discovered 
that much of their goodness disap- 
pears into thin air. 

Cow pats are like manna from 
heaven to soil-dwelling dung bee- 
tles, scarabaeid beetles and earth- 
worms lucky enough to have one 
dropped on top of them. During a 
pat's first couple of weeks on the 
pasture, beetles, in particular, 
mount a frenzied assault to take as 
much of it as they can grab down 
into the soil. There they use it as a 
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amount of sewage you can get rid of is lim- 
ited by the amount of compost you can sell. 
At least one British company embarked on a 
sewage-composting project in the 1970s and 
promptly went to the wall. 

The Anglian-Hensby scheme is promis- 
ing because it will use a cheap and simple 
process. First mix up sludge, horse manure 
and chicken litter with plenty of straw. Then 
put the mixture outside in piles about 70 
metres long, one metre across and one metre 
deep. This layout lets oxygen-breathing mi- 
crobes thrive in the piles and break down 
the straw. The process gives off so much 
heat that the pre-compost can reach tem- 
peratures of around 80°C. This kills the or- 
ganisms that cause disease and evil smells. 
The compost mixture then goes into tunnels 
where fans blow air through it, giving it a 
crumbly, dry texture. 

Whenever you use sewage there is a dan- 
ger that heavy metals and other contami- 
nants will get into the soil and ground water. 
So Hensby and the water authority are keep- 
ing a nervous eye on each stage of the pro- 
cess to limit all contaminants to safe levels. 
After just three weeks the initial mixture is 
transformed into a dry and clean product, 
ready to put into bags and sell. 

Sewage does not have to be put through 
the composting process to be used as ma- 
nure. Sometimes mixtures of sewage sludge 
are spread directly on farmland as fertiliser. 
But the typical English gardener is unlikely 
to buy raw sewage to fertilise his petunias. 
As well as making less of a pong, compost 
has the advantage of making the soil light 


The disappearing cowpat 


food reserve for themselves, or—in the 
case of dung beetles—as a larder store for 
their developing youngsters. So far, so 
fertilising. 

However, while beetles—joined now 
by earthworms—continue to hump the 
muck slowly below over the next few 
weeks, growing numbers of bacteria join 
them at their feast. These bacteria, feed- 
ing in their millions off the pat's rich mix 





Going up 





and airy. It thus supports a thriving commu- 
nity of micro-organisms that are good for 
plants. In addition, compost is high in partly 
decomposed organic matter known as hu- 
mus, which is good at holding nutrients and 
water in the soil and keeping it at a constant 
level of acidity. 

Because it can hold water, compost is 
good for helping crops on fragile land with- 
stand drought. A method like the Anglian- 
Hensby one could help poor countries get 
rid of some of their wastes cleanly and re- 
duce the devastation of drought at the same 
time. Such a simple, inexpensive scheme i: 
well suited to poor countries. Any loca 
crop- or plant-remains, even domestic rub 
bish, can replace the straw. In Japan sludge 
has been combined with reeds that prolifer 
ate in polluted water to produce a mix tha: 
fortifies rice crops. 

In America sludge has helped to reclaj 
land on Blue Mountain, Pennsylvania. 
smelting had contaminated the land wit 
zinc, cadmium and copper (among othei 
things) and turned the area into a biologica 
desert. After applying sewage sludge and fly 
ash, Blue Mountain supported a forest of al 
der, black cherry and white pine. 

The Anglian-Hensby scheme is startiny 
small. It will begin by selling bags of compos 
to a few gardeners, and expand with th 
market. But the method looks promising fo 
larger-scale waste recycling. Some 19 coun 
tries in Europe, Africa, South America ans 
Asia are interested in a scheme that prom 
ises cleanness and greenness in one go. 


of partly digested cellulose from the grass 
the cow has consumed, remove most of 
the rest of the sustenance. Inside the pat, 
where the temperature can reach 20'C, 
bacteria convert most of the cellulose to~ 
gases and water. These then dissipate ii 
the air. 

The bacteria apparently concentrate at 
the top and edges of the pat. The insects 
home in on the base of the pat, presum- 
ably to make their journey times shorter. 
Within a couple of months—longer in 
winter—all is gone. And what has the 
farmer gained? Not much, accord- 
ing to the Danish biologists. 

[n summer weather, only half of 
a cowpat's organic matter gets re- 
turned to the soil whence it came. 
And since not all of that is available 
as nutrients for his grass crop, the 
farmer is not getting half as good a 
return from a herd of cattle muck- 
ing his field as he thought. The old 
adage, "Where there's muck, 
there's brass" looks a little tar- 
nished. “Where there's muck, 
there's bacteria" is more appropri- 
ate. That is the problem. 
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He nothing common wrote 






»oli cs is changing. So are Brit- 
. memoirs. Lord 
former foreign secretary 
: 'etary-general of NATO, provides à 
clue i in "Reflect on Things Past". He de- 
scribes how his great-grandfather, Robert 
«Carrington, defeated the young Disraeli in 
zwo elections at High Wycombe. Nev- 
ertheless, in later years, when Dizzy 
was old and almost blind at 
Buc Robert's cousin Charlie 
¿ased to ride over to read to him. “Ci- 
wilities of that kind between political 
opponents", Lord Carrington ob- 
“serves, ‘are all too rare today." 
A Civility is the hallmark of Lord 
_Darrington’s memoirs, and also of 
> Roy Jenkins's “Gallery of Twentieth 
_Sentury Portraits". Both men seem 
<o be saying (Lord Carrington nearly 
does say) that government is a tricky 
and demanding business: one tries to 
et it right, but one does not always 
succeed; it therefore behoves those 
liso are in the business to show each 
Meer a certain tolerance. Lord Jen- | 
ins, the former Labour minister, 
writes with affection about R.A. But- 
t, Harold Macmillan and Christo- 
wher Soames; Lord Carrington, the 
ory, maintains that Denis Healey, 
s Labour predecessor at the Minis- 
ry of Defence, was, at his best, “ 
e first rank of European politicians 
nce the second world war”. 
- Lord Carrington is a fastidious man and 
ow to condemn. Between 1951 and 1982, 
served under every Conservative prime 
sinister (though only briefly under Eden); 
: ad: he is watm in his praise of most of them. 
| was confident" , he says of Sir Alec Doug- 
s-Home, “that nothing could go wrong in 
& direction of our country with Alec 
ome leading it." Of Edward Heath, he says 
at he had "a strong, lucid mind” and “ 
uch broader view of what Britain could be 
fan most leading politicians 1 have 
own”; and he devotes five pages to ab- 
lving. "Mr Heath’s administration of 
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y R Carrington. Collins; 406 pages; £ 17.50. To be pub- 
¥ Row; $22.95 
ENTURY Portraits, By Roy Jenkins. David & Charles: 266 


charges of i incompetence. 

His first exception is Eden. The other is 
Margaret Thatcher. Lord Carrington pays 
tribute to her courage and claims that he 
came to "like and admire" her. He applauds 
the shift she has. brought about towards 
greater patriotism, personal responsibility 








and wider property ownership. But evident 
in everything he says—and does not say—is 
a profound distaste for her political style. 
Her heart is only "generally" compelled to 
yield to her head. Her distrust of the Foreign 
Office "could erupt in impatient hostility 
unless ably countered—and sometimes even 
then". Her “firmness and intransigence” 


were key factors in settling the EEC budget 


dispute in Britain's favour, but "I cannot 
pretend that the resultant atmosphere made 
all our foreign relations easier to conduct." 

His dislike of her lack of civility goes 
wider. He believes that luck, not just merit, 
decides who succeeds in life; that those who 



































have enjoyed superior luck have x 
show the less fortunate concern and. ur 
standing (“By all means let the race be to 
swift... but there should be some cor 
tion prizes in life"); and that, if people ar 
actually suffering, losing jobs because of ec 
nomic waves beyond their control, a govert 
ment ought to be concerned and ought t 
use words to reflect that concern ("I do 
think we always did so”). His. vision is 6 
Britain economically revived, but 
“good-natured, good-tempered and gooc 
mannered” He does not appear to asso 
these traits with the present prime ministe 
The contrast between Li 
Carrington's memoirs and those of Norma 
Tebbit, reviewed here on October’ 15th 
could not be more striking. Quite ap 
from Lord Carrington’s doubts abo 
Thatcherism (compared with Mr Tebbit’s 
across-the-board enthusiasm), Mr 
Tebbit clearly regards political oppo- 
nents not as fellow practitioners of 
the same art who happen, sadly, to be 
of a different persuasion, but as a spe 
cies of insect, to be crushed, if possi 
ble, underfoot. He dismisses Mr Neil 
Kinnock as “a windbag whose inco 
herent speech springs from an inco- 
herent mind”. | 
Not only is Lord Carrington civil; 

he is also reticent. He says little about 
his three children. He says nothing 
about money (though clearly he has a 
lot of it). He never mentions his wire 
ning the Military Cross. He seldom, if 
ever, uses his own first name. A 
reader could finish the whole book 
without knowing that Lord 
Carrington is known to his friends as. 
Peter. 
On only one point do Lor 
Carrington and Mr Tebbit converge 
Neither went to a university. Neithe 
regards himself as an intellectual. Yer 
in their different ways, both are. M 
= Tebbit, the hedgehog, has though 

his way through to a few simple principle 
Lord Carrington, the fox, has a more subt! 
mind. His accounts in “Reflect on Thing 
Past" of such matters as the Middle East, t 
Falklands crisis and the concept of deter 
rence are not only worldly but extremel 
professional. It is a strange comment ot 
Britain's upper classes that a man capable o 
such high-level abstract thought shoul 
have had to spend his time convincing ev- 
erybody— including his party and possibly 
even himself—that he was no more than: 
down-to-earth man of affairs. 
Lord Carrington's memoirs belong 
civil age, Mr Tebbit's to an uncivil one 
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Thatcher’s critics, even those who are civil, 
say she is largely responsible for creating in 
Britain an us-and-them political climate. 
Her own memoirs, if they appear, will make 
robust reading. It will be interesting, in par- 
ticular, to see what she has to say about Lord 
Carrington. 





The New York Times 


Gutter press 


Fit To Print: A.M. ROSENTHAL AND HIS 
Times. By Joseph Goulden. Lyle Stuart; 486 
pages; $21.95 


BOUT halfway through "Fit To Print", 

Mr Joseph Goulden’s startling biogra- 

phy of Mr A.M. Rosenthal, the retired exec- 

utive editor of the New York Times, the au- 

thor relates that his subject was once asked 

how he edits the newspaper. “With my 

stomach,” replied Mr Rosenthal. “When 

you read a story that has a knife in it, that 

has an unfair twist, it makes you uneasy to 
read it." 

The uneasiness is there with this biogra- 
phy. Not that there is any reason to doubt 
Mr Goulden’s fairness. He has never 
worked for Mr Rosenthal and gives no indi- 
cation that he has any animosity towards 
him. Rather the uneasiness comes from the 
necessity of painting so miserable a picture 
of the man who ran the Times. Mr Rosen- 
thal emerges in the book as such an ogre, 
albeit a talented one, that one is left almost 
reeling. Nor does it comfort the reader to 
know that many of the 317 people inter- 
viewed by Mr Goulden have apparently 
been slighted in one way or another by Mr 
Rosenthal over the years. Revenge, on or off 
the record, is sweet. 

Anecdote follows anecdote. A news as- 
sistant is dismissed after daring to ask Mr 
Rosenthal a question and then referring to 
him as managing, rather than executive, edi- 
tor. Reporters are sent to journalistic Cov- 
entry because they dared cross him. Tal- 
ented journalists are driven away from the 
Times. Mr Rosenthal abandons people who 
have dedicated their lives to him. Nothing is 
left unsaid about Mr Rosenthal. The book is 
a voyeur's dream, and must have brought 
joy to New York's gossip circuit. 

But is it necessary? Mr Rosenthal's ca- 
reer, wrapped as it is in the Times, is a wor- 
thy subject, but does he deserve to be dis- 
sected in public? Mr Goulden would 
undoubtedly say that, as executive editor of 
the Times, Mr Rosenthal held a position of 
almost unparalleled power in American 
journalism. His decisions affected the 
knowledge and opinions of millions. This is 
true, but the book’s carping, deserved or 
otherwise, about Mr Rosenthal’s personal- 
ity swamps the real story, which is of how 


. 90 


the Times fared during his tenure (it 
thrived, but there were costs). 

Less rancour about Mr Rosenthal's 
character would have strengthened the 
book. The strongest parts are those in which 
Mr Goulden discusses the way the Times 
covers news (the embracing of "soft" news 
coverage that supposedly appeals to yuppies, 
for example, over hard-bitten investigative 
journalism). Here, for the layman, are some 
real hints as to how the news is brought to 
him—or not, in some instances. The story 
of the Times and its coverage during Mr Ro- 
senthal's career is, after all, the story of 
America over the past four or five decades. 

A crippled, insecure youth who thought 
he might make a career in the postal service, 
Mr Rosenthal instead rose to dazzling 





Can Rosenthal be as bad as that? 


heights in journalism. "Fit To Print" traces 
that climb, but does so in a way that leaves 
the reader shell-shocked. If Mr Rosenthal is 
half the person suggested by Mr Goulden, 
readers may be thankful that they never had 
to work for him. If Mr Rosenthal is not, 
then he has been rendered a great disservice. 





Naval warfare 


Homanticising 


THE PRICE OF ADMIRALTY. By John Keegan. 
Hutchinson; 292 pages; £14.95. To be 
published by Viking; $19.95 


HE price of battle, whether on land or 

sea, is measured in men’s lives. This was 
the theme of Mr John Keegan's highly ac- 
claimed book “The Face of Battle". He 
touched on it again in his not altogether suc- 
cessful study of generalship, “The Mask of 
Command” and he has returned to it in full 
measure in “The Price of Admiralty”. Here, 
following his original format, he examines 


four naval battles: Trafalgar, Jutland, Mid- 
way and one of the most desperate convoy 
engagements in the battle of the Atlantic. 
Each is lucidly dissected in Mr Keegan’s 
smooth flowing prose. Through a judicious 
choice of quotations, Mr Keegan recreates 
the horror of battle, paying due respect to 
those intangible qualities of discipline and 
morale that sustained the men who fought. 
Moving from the man-of-war to the bat- 
tleship, then to the aircraft carrier and fi- 
nally to the submarine, he fixes each battle 
in its proper strategic and tactical frame- 
work. In fewer than 100 pages, for example, 
he establishes Nelson’s greatness more con- 
vincingly than most of the full-length biog- 
raphies. He seems, indeed, to be happier 
with the days of sail than with those of steam 
and nuclear power, possibly because an ele- 
ment of the romantic lurks beneath the aus- 
tere reasonings of the military historian. 
may be this romantic streak which leads 
to the correct conclusion that the sub 
rine is the successor to the capital ships of 
the past; but it also leads him to a distorted 
vision of a future battle between submarines 
beneath the surface of the ocean. The exis: 
tence of nuclear weapons makes the devel. 
opment of such a full-scale battle highly 
improbable. 





Stevie Smith 


A chat with death 
in Palmers Green 


STEVIE SMITH: A CRITICAL BIOGRAPHY. Be 
Frances Spalding. Faber; 331 pages; £15 
To be published in America by Norton 


EN she was a baby, Stevie Smith’ 
face could assume such a look of c. 

cal hauteur that her elders would sit her i 
the pram facing away from them. The chile 
like, eccentric persona that she cultivated i 
later life had lost none of its cynicism, bu 
had gained a leaven of anarchic humou 
Philip Oakes could write of her poems tha 
"she walks a tightrope between McGonagas 
and Blake". One of her own favourite mem 
tors was De Quincey, for he too saw, as sk 
wrote, "how blended and twisted in his lis 
are occasions of laughter and tears”. 

She is a real challenge to a biographes 
Virtually nothing happened to her. St 
worked 30 years as a secretary to a magazin 
publisher; she moved, aged three, from Hw 
to Palmers Green and stayed there; she hz- 
a brief affair with a German, an even brief 
engagement to an Englishman, an extremes 
discreet relationship with George Orwel 
and a powerful devotion to the aunt wiw 
whom she lived for all but the last three 
her 69 years. She also won the Queer 
Medal for Poetry and wore it constanti 
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FINANCIAL TIMES 
European Energy 
Report 


-The essential reference publication for com- 


ny libraries and every executive with energy 
responsibilities. 


OFT EU ROPEAN ENERGY REPORT is a broad- 
ranging digest of news which monitors developments 
in all the energy industries — upstream, production, 
infrastructure, consumer markets as well as national - 
and international policy — with liberal use of tables 
and graphs. 


P FT EUROPEAN ENERGY REPORT contains count- 
"ry energy profiles spread across two or three issues, 
New subscribers are entitled to free copies of three 
profiles. Choose from USSR, Austria, Portugal, 
^. Turkey, Yugoslavia, Finland, Ireland, Ice- 
d Cyprus. 


FT EUROPEAN ENERGY REPORT js a fast and 
; easy reference to all major energy events and trends 
with a comprehensive promptly-issued quarterly 
index. 

FT EUROPEAN ENERGY REPORT is published 
every two weeks at an annual cost of £315 (UK) or 
&347 (Elsewhere). 


For a FREE sample copy, please contact: 

» Carol Morgan, Financial Times Business Information 
. (Dept EER). Tower House. Southampton Street. 

^ London WELE THA, England 

Teh Ob 2409391 Telex: 296026 
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Consulting opportunities, it is seen by the British 


| the subject." (Journal of European Industrial Train- 
ing, Bradford, UK). 





















Higher productivity and a better 
place to work. Action and 
‘Trainers’ Manuals syu. Thurman, 


ISBN 92-2-106409-3 (Action Manua 





Interest Rates? 


| Why do Forbes, The Wall Street Journal Business 


Week Money and Barron’s quote financial 


| forecasts from Young's World Money Forecast? | 

| The answer is Richard C. Young's "unique | 

| analytical approach" to forecasting and his "uncanny 

| accuracy.” | 

| Now in its eleventh year, Young's World Money | 
Forecast is one of the most widely read business 

| and investment forecasting services. 

| A three issue introduction is yours for next to no 

| thing. You will receive Young's latest forecasts for | 
interest rates, gold, currencies, the stock market | 

| and the US. economy. Just send this ad along with 


$1 and your name and address to: 
. Young Research & Publishing, Inc. 
Federal Bldg.. Thames St, Newpon, R.. 02840 








An Introduction for New Subscribers Onl 


Management consulting: A 
guide to the profession 
dited by Milan Kubr. 2nd revised edition 


“A new revised edition of a best a reference 
work on management consulting.. axing a fresh 
look at current practices, significant ie and new 


institute of Management as an excellent handbook on 


ISBN 92-2-105479-9 £24.20. US$38.50; SF55 


A. Louzine and K. Kogi 
Based on experience and analysis of owners' and 


managers needs, this manual shows how to organ- — | 
ise and carry out training designed to improve 


productivity and working conditions in small and 
medium-sized enterprises. Real shop-floor improve- 
ments by using training methods based on local 
experience and action learning are encouraged. A 
separate Action Manual shows how to improve 
poe ivity and working conditions by means of 
simple, low-cost measures. 
ISBN 92-2-106410-7 (Trainers’ Manua 
£11; US$17. 50; SF25 


£6.60: U5$10.50; SF15 
Access and Visa cards accepted in the UK. 
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World Petroleum Markets 
A Framework for Reliable Projections 

The Petroleum Finance Company, Ltd 

This report finds that the world petroleum indus- 

try is driven by a long, recurrent economic cycle. 
of rising and falling prices. Through an analysis of 

this cycle, the Petroleum Finance Company has 

projected prices in the world oil market for 1988- 

2005. This report, therefore, runs counter to the 

prevailing behef that rehable projections for 

crude oi prices are impossible for more than one 

Or two years in advance. 
The report also looks at the events of the past 15 

years in the oil industry in the context of the 
economic cycle for petroleum. i shows how the- 
market indicated as early as the mid to late 1970s 
that a dramatic industry downturn in prices would 
occur in the 1980s, and explains a new method of 
forecasting the long-term future of the industry. 
Technical Paper Series 

ISBN 0-8213-1138-7, £9.00 


* * ^ 
Oil Windfalls 
Blessing or Curse? 
Alan Gelb and Associates 
This is the first book to assess the effects of the ol: 
boom on six developing countries. Ht examines 
how these petroleum exporters used the new- 
found wealth generated by the booms of 1973 and 
1979 and provides new information on the conse- 
quences of government policies resulting from 
these oil windfalls. 
This is also the first hook to systematically relate 
ol windfalls to the economic policies and macro- 
economic characteristics of particular countries. 
In a comparative analysis of the six oil-exporting. 
countries, the authors blend institutional and. 
political aspects with the quantitative results de- J 
rived from a sophisticated economic model. The F 
report includes individual country studies of Ab | 
geria, Indonesia, Ecuador, Nigeria, Trinidad and 
Tobago, and Venezuela and the authors explain 
why some of these countries may have ended up 
actually worse off despite the additional revenue. 


ISBN 0-19-520774-2, £29.25 
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pinned to her jumper. 

Frances Spalding's forceful and fascinat- 
ing biography is untroubled by the paucity 
of external events. Much happened in- 
wardly. She dwells long on Stevie's obses- 


q sion with death. A sickly child, she was eight 


when first she thought of suicide: “the 
thought cheered me up wonderfully. For if 
one can remove oneself at any time from the 
world, why particularly now". A friend re- 
marked that it was her fascination with 
death that kept her alive, and she herself fre- 
quently referred to the “buoyant, ethereal 
and noble thought that death is my ser- 
vant”. Indeed, one of the main reasons that 
she reluctantly decided to reject Christianity 
was its, to her, unattractive insistence on an 
after-life. Her own death came cruelly, as a 
result of an inoperable brain tumour, and 
her last poem, written in hospital, was the 
fearless welcoming "Come Death”. 

Yet this is not a depressing biography. 
Stevie Smith's unpredictability is in itself 
. absorbing. Her aunt, Miss Spear, is a charac- 
. ter too; she it was who would feast late at 
= night on cold game pie and bottled beer, 
- and when Stevie's first poem appeared pro- 
nounced it “unnecessary. Similarly, 


- though Stevie became a star of the poetry- 


reading circuit, declaiming—nearly sing- 
ing—her poems in a bizarre, mesmeric fash- 
ion, she declared briskly that she would not 
cross the road to hear poetry read. 

Mrs Spalding notes that though Stevie 
had many friends, few knew her well. Per- 
haps she had offended all the close compan- 
ions of her youth. Certainly her poem about 
the young Jonathan Miller distanced his par- 
ents from her. Declaring him to be spoilt 
and horrible, the poem ends; 

He is a persecuting force 

And as he grows older, he grows worse. 
Her "Novel on Yellow Paper” begins with 
the words "Farewell to all my lovely friends" 
and several, who recognised themselves in 
it, never spoke to her again. 

[n the end, though, posterity is con- 
cerned with neither her friends nor her nov- 
els. Her poetry—at once grandiose and 
mundane—will survive. Her notebooks re- 
veal the voracious, fanatical and unortho- 
dox jumble of her reading, and her learning 
shines through the deceptively simple po- 
ems. Before Mrs Spalding, the best critic was 
another poet, Edwin Muir. He saw that Ste- 
vie's poetry, like her life, was informed by 
"the sense that experience is an improbable 
mixture of the petty and the enormous”. 





Field Day in London 


Through Irish eyes 


N THE nineteenth century an Irish wit 
put the rhetorical question: "Was there 
ever an Irish genius who did not get himself 
turned into an Englishman as fast as he 
could?" Literature written in English over 
the past 100 years would present a lean as- 
pect without the likes of Yeats, Joyce, Shaw 
and Wilde, all of whom made English repu- 
tations. These writers did not quite turn 
themselves into Englishmen. Each re- 
mained, in his own way, distinctly lrish, 
whether it was Yeats with his invocation of 
. Celtic myth, Wilde with his epigrams or 
Joyce with his verbal experiments. Yet even 
this exotic Irishness became, in the end, a 
quality designed for export, custom-made 
for the London market. 

In the early days of December, London 
will at last get a chance to see another sort of 
Irishness. A company called Field Day, 
formed by leading actors and poets from 
both parts of Ireland, will be visiting the 
South Bank to make its point: that it is nec- 
essary to see Ireland through Irish, not Eng- 
lish, eyes. 

Field Day was founded in 1980 in the 
Northern Ireland town of Derry, on the bor- 
der with the Republic. An Irish actor, Ste- 
phen Rea, who had made a considerable 
name for himself on the London stage, de- 
cided that he wanted to base his career in 
Ireland, using contemporary Irish material. 
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Rea’s dream realised 


The result was a collaboration with Brian 
Friel, a playwright, and the foundation of a 
theatre company. The name indicated their 
intent: that theatre should be a kind of local 
celebration. They have held fast to that 
principle ever since, aiming their produc- 


tions at places usually bypassed by public 
culture. Their first play, Mr Friel’s ac 
claimed "Translations", opened in Derry 
then toured towns and villages in both th« 
north and south of Ireland: visiting places 
as Mr Rea has said, "where people haven" 
seen a live play for 30 years." 

Mr Rea’s dream, he says, is to try t 
maintain London standards even in thi 
country, "because that's what people ou 
there deserve.” In its yearly tours, the com 
pany has kept faith with that principle, pre 
senting productions of such quality tha 
Dublin, the customary centre of Irish cul 
ture, has complained of neglect. But it is tha 
notion of the standard, received characte 
of Irish culture that Field Day is trying tı 
counteract. That is why it makes its appea 
to the grass roots, and why it commission 
plays that deal particularly with Irish iden 
tity as it has evolved through the island’ 
history, especially in the recent trouble - 
the North. ; 

The northern emphasis is not accider 
tal. Stephen Rea was born a Belfast Protes 
tant, Brian Friel a Derry Catholic. All th 
members of Field Day's six-man board of d 
rectors hail from Ulster. Among them : 
Seamus Heaney, widely recognised as one ¢ 
the finest contemporary poets. For him, th 
group’s aim was to build 

something of value, a space in which we cou 
try to redefine what being Irish meant... W 
were very conscious that we wanted to be quit 
independent of the British influence exercise 
through Belfast and the equally strong heg 
mony of Dublin. 


Field Day's productions might be called ps 
litical, but in the widest sense. They de 
with issues that affect the polis of Irelane 
past and present. Mr Friel’s most reces 
play, "Making History”, centres on the he 
torical figure of Hugh O'Neill, who was bor 
an Elizabethan courtier (with an Enels 
wife) and the Northern Irish chieftain 
made a gallant stand against the English c 
lonisers. O'Neill's dilemma is dramatised 
his speech, which alternates between be 
Irish and the refined accents of the Engli 
court. The play’s larger issue is the idea 
who "makes history": which accent ps 
dominates in setting down a final version 
events and attitudes. 

Field Day's commitment to linking as 
ideas and the people has led it into publis 
ing as well. The group puts out pamphle 
dealing with aspects of Irish history and la 
guage, and next year it will publish “T 
Field Day Anthology of Irish Literature, 58 
AD-1986"', edited by another Field Day 
rector, Seamus Deane: a demonstration 
the range of Irish writing beyond the lin: 
of stereotyped Irishness. 

Meanwhile, Londoners are getting the 
chance to experience Field Day at first ham 
They will not see Irish artists trying to tu 
themselves into Englishmen. As Mr Rea 
clares, the Cottesloe production "will 
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Marco Polo International 
brings a touch of Europe to Asia. 
The American Express Card 
adds a world of privilege. 





As soon as you enter any Continental room of The Marco American Express. Take, for example, Assured Reservations". 
elo Singapore or The Hongkong Hotel, the difference will be Your room will be waiting for you, no matter how late you 
parent. A distinctly European feel. In decor. In service. arrive. Should your plans change however, simply call by.6 p.m. 

Chippendale furniture complemented by local time and ask for a cancellation number so you won't be 
elegant wood panelling and sumptuous billed. 
carpeting. Private floor butlers on hand lust one of the many 
to assist with your every need. privileges of Cardmembership; RIC 
ARCO POLO It's a commitment to unsurpassed there to be enjoyed at any Marco SAGRE 
INTERNATIONAI standards of service. One shared by Polo International Hotel. 





Marco Polo International Hotels. In Hong Kong - The Hongkong Hotel, The Mateo Polo, The Prince Horel. In Singapore — The Marco Polo 
For reservations please contact the hotels direct: The Hongkong Hotel Tel (852) 3-676011, Fax (852) 3-7234850, Tix 43838 HONHO HX 
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Go alice 


Spend the extra money. 
It’s Christmas, isn't it? 
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ympletely unchanged from the one that 
ill have played in Omagh or Carlow or En- 
is or wherever." There is something reas- 
iring in that—the prospect of seeing an 
eland not conditioned by preconception, 
ut imagined and realised by the Irish 
vemselves. 





'avid Puttnam 


[ake two 


T THE age of 47, Mr David Puttnam has 
been given something few people in 
ae entertainment industry ever enjoy—a 
scond chance. Warner Bros, British Satel- 
te Broadcasting, County NatWest Ven- 
ares and Japan's Fujisankei Communica- 
ons have stumped up $59m to get his 
any, Enigma Productions, on the road 
and to make half a dozen films over 
e next four years. Quite a vote of confi- 
ence after his career in Hollywood. 
By making himself conspicuously visible 
ad voluble, Mr Puttnam persuaded many 
*ople that he was the guru of the British 
m industry. Here was a bright young talent 
those film “Chariots of Fire" had snatched 
xe Oscar from under the nose of the Holly- 
bod greats and who might rejuvenate the 
hole American film industry. Naturally, 
wen, when Coca-Cola acquired Columbia 
atures it brought Mr Puttnam over from 
agland as head of production. Just over a 
»ar later, the parties filed for divorce. 
What went wrong? Mr Puttnam took 
me of the quickest Hollywood nosedives on 
cord because he was too callow to under- 
and how the system worked, and too tact- 
ss. He seemed almost to court enemies 
mong Hollywood's high and mighty. He 
atagonised one influential producer, Mr 






Waste and Remembrance 


HE first part of the world’s longest 

(32 hours), costliest ($1 10m) and most 
grandiloquent television mini-series was 
aired in America between November 13th 
and 25th. Now the returns are in. ABC's 
vast adaptation of Herman Wouk's novel 
of the second world war, “War and Re- 
membrance", was watched by 2496 of 
viewing households, and the reviews were 
mildly discontented. Mr Russell Baker 
wrote in the New York Times that the 
opening episode had taken nearly as long 
as “Gone With the Wind” merely to clear 
its throat. "By the middle of the next cen- 
tury”, fretted Mr Baker, "television may 
be producing mini-series that last longer 
than the human life-span.” 


The director, Mr Dan Curtis, could 


EU 


Ray Stark, by refusing to accommodate him 
in a "special relationship" with Columbia; 
he rubbed Mr Bill Murray, a comedian, up 
the wrong way by seeming to imply that he 
took everything that Hollywood had to offer 
without giving anything back to the indus- 
try; and he offended everybody in the film 
business by implying that he knew how to 
run things better than they. 

Hollywood can forgive a man almost 
anything if he delivers the money-spinning 
goods. Here, too, he failed. He produced 
frugal English-Scottish pictures on charac- 
teristically American themes—films like 
"Someone to Watch Over Me" (Ridley 
Scott's first encounter with New York cops) 
and the pastoral "Housekeeping" of Bill 
Forsyth. There was even one completely 
English item—]ohn Boorman's nostalgic 
recollections of the Blitz, "Hope and 





Too middlebrow for over there 


have made eight or ten television movies 
with the same amount of production time 
(five vears) and the same amount of 
money. But he had worked with Mr Wouk 
before (directing his “Winds of War", an 
18-hour stripling, in 1983 for $40m and a 
successful 3896 rating), and wanted to do 
something even more huge and unforget- 
table. ABC, which had the mini-series 
planned before it was taken over by Capi- 
tal Cities in 1985, was keen to do some- 
thing big to make up for losing coverage 
of the Seoul Olympics; and Capital Cities, 
which had a reputation for penny-pinch- 
ing, wished to make the point that it too 
could spend money like water where qual- 
ity was concerned. The notion of quality 
without money is not yet well understood. 


Glory". Nothing much there for Ameri- 
cans. Even films that were tailored to the 
home market—such as Bill Cosby in “Leon- 
ard Part Vl"—sank without trace. When 
Columbia was offered “Moonstruck”, the 
hugely popular Norman Jewison comedy, 
Mr Puttnam turned it down. 

Hollywood did not expect such faux pas 
and commercial misjudgments from a man it 
thought had enjoyed a brilliant career in 
England. But Mr Puttnam’s reputation for 
producing little films that made the big time 
is largely an illusion, with the notable excep- 
tion of "Chariots of Fire". And his last years 
on the board of the troubled Goldcrest 
group were marked by a series of ever more 
costly and commercially disappointing epics 
such as "The Killing Fields" and "The Mis 
sion" , culminating in the disastrous "Revo- 
lution" (not one of his personal produc- 
tions) that almost brought the company to 
its knees. In- Hollywood terms, his track 
record was patchy and fairly insubstantial, 
especially when set against Columbia's be- 
fore he moved in. 

A new book about Mr Puttnam* sug 
gests that he almost willed his failure at Co- 
lumbia, and spent his time there in such fear 
of the sack that he engineered his own 
downfall. This does not ring entirely true. 
He failed in Hollywood because his tastes 
were middlebrow, without the vulgarity that 
brings in the crowds or the intellect that 
wins critical acclaim. Nor, when the spot- 
light was on him, did he have the genius of 
an Irving Thalberg or a Darryl F. Zanuck— 
that ability to stamp one's will on the prod- 
uct of a studio. His new job, as a straight pro- 
ducer again, should suit him better. 


*"Enigma", By Andrew Yule, Mainstream Publishing, 
480 pages, £14.95. To be published in America as "Fast 
Fade" by Delacorte, $19.95. 

wv SALONE FERVOR 


So off went Mr Curtis to find his an- 
tique battleships and to shoot his 2m feet 
of film. The crew went to Auschwitz, the 
first to be allowed there to shoot drama, 
and spent $40,000 importing fake snow 
from Chicago two days before nature pro- 
vided. Meanwhile, Mr Wouk played up, 
insisting that no part of his story-line be 
cut and that no commercials for deodor- 
ants or fries should be shown in the | 
breaks. Most of the losses on the series (es- 
timated, most comfortably, at $20m) have 
come from rebuffed advertisers; but an ex- 
traordinary slip also allowed Paramount, 
which had the rights, to handle overseas 
sales and take 3596 of the revenue. 

The chairman of Capital Cities, Mr | 
Tom Murphy, says simply “Never again.” 
Directors are a different breed. Mr Curtis | 
wouldn't mind doing something bigger | 
next time. | 
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University of London | 
The London School of 


Economics and Political 
Science 


LECTURESHIPS IN ECONOMICS 
Applications - are invited for Siga 





























lectureships in Ecóhomics. 


Appointment. will be at an appropriate 
point of the Grade A or Grade B salary 
scale for lecturers £9,260 to £14,500 or 
15,105 to £19,310 plus £1,450 Lon- 





n Allowance a year. In assessing the 
starting. salary, consideration will be 
given ba quaiications, age and 


f ostion forms and further particu- 
rs are available, on receipt of a 
i addressed envelope, from 
the Administrative Officer, Room H515, 
The London School of Economics, 
"Houghton Street, London WC2A 2AE. 
Closing date for ee 6 January 
1989. 


Personnel Officer. 








roa major new transport mechan 
a proposed light rail system. | 


The Transport Executive seeks applicati ons for the position of Programme 
Manager from suitably qualified and experienced transport economists, 
with a background in public transport investment — from either the 
public or private sector. 


The Programme Manager will be responsible forthe establishment and 
development of the quantitative evaluation process for the Transport 
Executive's capital programme. 


Further details of the Transport Executive, its capital programme and 
conditions of employment may be obtained by contacting Sandra Ellis the 


. . SOUTH YORKSHIRE PASSENGER TRANSPORT EXECUTIVE, 
_ EXCHANGE STREET, 


UNIVERSITY OF OXFORD 


University Lectureship 
in Management Studies 


Applications are invited for the above post. Stipend according to 
age on ‘he scale £9,865-£20,615. The post will be held jointly with 
a Fellowship at Templeton College. 


The main University duties will be giving lectures and tutorials in 
connection with courses in Management Studies, with an emphasis 
on supervision and support for projects in the under Vadis school 
of Engineering, Economics and Management. Preference may be 
given tc candidates in Operations Management (including Produc- 
tion Management), Marketing or Accounting, but any field of 
Management may be considered. 


Details of the University and Templeton College post ma be 
obtained before 22 December from Mrs M. Oxford, Social Studies 
Faculty Centre, George Street, Oxford OX1 2RL, to whom applica- 
tions (nine typed copies, one from overseas candidates) should be 
sent by Wednesday, 4 January 1989. There is no application form. 


The University is an equal opportunity employer 
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Closing date: Friday, 16th December, 1988. 
The Transport Executive is an equal opportunities employer. 
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TRANSPORT 
EXECUTIVE 


SHEFFIELD 32 332. TELEPHONE (0742) 768688 









KING'S COLLEGE LONDON 
(University of London) 


WAR STUDIES 


As a result of a grant from the 
MacArthur Foundation, the De- 
partment of War Studies is offering 
up to three post-doctoral fellow- 
ships and three studentships for 
the 1989-90 academic year. The 
| fellowships are for one year and 
wil cover salary and reasonable 
travel and research expenses. The 
studentships will cover fees and 
some travel. Applications will be 
welcomed from UK and overseas 
| candidates [for research topics 
within the broad interests of the 
Department. The closing date for 





| applications. is 31 January 1989. 


For further information and 
cation forms please contact 
Departmental Secretary, De 
ment of War Studies, King’s College 
rds Strand, London WC2R 








Sydney, Australia 
The University of New South Wales 
School of Economics 


LECTURER/SENIOR LECTURER 
(Tenured or Tenurabie Appointment) 
(Ref 1157) 


LECTURER 
(Fixed Term Appointment) 
(Ref 1158) 


Applicants must have a PhD or equiv 
lent qualification and a success! 
teaching and research publication & 
cord. Appointees will be expected 

pursue an active research program ai 
carr expect to have access to extensi 
computing and other research facilitie 


Two positions are available from Fei 
ruary 1989: one position will be o^ 
with tenure or as a tenurable cor 
the other position will be offered asi 
fixed term contract for up to five yeas 
Applicants should indicate for whi 
position they wish to be considered. 
Further. information is available fro 
Professor J. R. Piggott, Head of t 
School of Economics [(61-2) 69 
3380]. 

Applications close 27 January 1989. 









Salary: Senior Lecturer; A$40,9: 
range A$47,564. 

Lecturer: A$30,737 rary 
A$40, 100. 
Commencing salary according to quei 
fications and experience. 
Applicants should forward TW 


COPIES of each application, includis 
curriculum vitae and transcript of ac: 


demic record, providing telephos 


number during business hours and tfi 
names and addresses of two refereii 
to the Academic Staff Office, PO Box 
Kensington, NSW, 2033, Australia. 


M Equality of. en S 
a hse policy. . 0 









_ UNIVERSITY OF HONG KONG 


ecturer/Lecturer in 


"s ur vevino 
A mg Economics) 


nior Lectureship/Lectureship in Surveying 
ptember 1989. Applicants should have good 
liy, experience of education for the surveying 
. land economics or financial and business 
‘Management we ference will be given to candidates with 
~ teaching, research and professional experience. The appointee will be required to 
~ teach in the curricula fort Surveying), which incorporates general practice 
- Surveying, building surveying and quantity surveying, and the MSc (Construction 
ject t lanagemer nt). 
- "Annual salaries (superannuable e) are on the scales: Senior Lecturer HK$311,400- 
< HK$418,380 (9 points) (approximately £22,570-£30, 320): Lecturer HK$200,340- 
- HKS334 $334 860 (11 points) (approximately. £14,520-£24 ,270) (USS1 = HKS7. 80 as 
Sat 8 November 1988), Starting je dd will depend on qualifications and experience. 
At current. rates, salaries tax will not exceed 15.5 per cent of gross income. 
«- Children's education allowances, leave, and medical benefits are provided, housing 
i 2 allowances are also provided in most cases at a charge of 7.5 per cent of 
, Salary 
— Further particulars and — forms may be obtained fram the Appointments 
Officer, Association of Commonwealth Universities, 36 Gordon Square, London 
















fine He are invi 
(Economics), tenable 
academic qualificati ! 
profession. A backg 















IN t January 1988 ntments Unit, Registry, University of Hong Kong, 
oses 6 Janua 








proj 


Orissa, India. 


Qualifications: 





ES pae from rural drinking water dpa gua sani 
1.. tation projects in developing countries, especially Asia, is 
| essential. Applicants with relevant field. experience are ex 
im pected to have a higher e engneering, socia 
iscience or management, be famillar with administration 
T and be able to co-operate with people from widely diffe- 
| ing social spheres. Adaptabillity, social sensitivity and re- 
|. spect for other cultures are important qualities. Fluency in 
English is a prerequisite. 























Employment conditions: 


i “is énormes 4 tora d sun pasted with the possi- 
billity of extension. Salary is tax-free and calculated on ba- 
sis of educational background and professional expert 
ence. Travel expenses to and from duty station, insurance 
etc., is paid for adviser and family by Danida. Application 
form and general information can be forwarded upon req 
uest from: Danida, Asiatisk Plads 2, DK-1448 Copenhagen, 
Denmark. Tel. : 01 92 09 85. 

. Please quote file no.: 104.Ind.111.d. Last day for ap 
plications is January 17, 1989. 





Danida 


| Nl V E International Irrigation Management institute 


Industrial Design 
Research Fellow 


London Business School and the Design Museurn at Butlers 
Wharf wish to appoint an Industrial Design Research Fellow 
with the task of helping to promote understanding of the 
links between industry and design; —— 
The appointment will be to the Design Management Unit of 
the School. However, the Fellow will be based at Butlers 
Wharf where he/she will undertake research based on 
the source material of the Museum, He/she wil also be 
encouraged to participate in teaching at London Business 
School and also in the seminar activities run by the eset 
Museum. 


The appointment will be for 3 years frorn April 1989 and 
will interest someone with a background in design and 
management and an appropriate academic qualification 
in one or both fields. The starting salary wili be around 
£14,500, and the appointment does not preclude the 
undertaking of consulting or related work. Applications 
should be submitted by 20 December. 

Further details are available from 

Peter Gorb, Design Management Unit. 

London Business School, Sussex Place, 

Regents di London NWI 45A, UK. 

Telephone O1-262 5050. Fax 01-724 7875. 


eme ex. zO-omo!| | 


DON BU SINES: T 


PROJECT DEVELOPM ENT OFFICI SER B EN 


IMI is a non-profit i international organisati on engaged in Teeth. training, aie! E 
information exchange on irrigation management ín developing: Countries. IIMI's fo 
| mission is to strengthen national efforts in developing countries to improve and | 

sustain the performance of irrigation systems through development and dissemina- | 
tion of management innovations. vd 


IMI is seeking a Project Devel opment Officer to assist in the identification and. 
| formulation of collaborative field research projects and in. project planning 
| budgeting, implementation, and monitoring. The incumbent will report directly to the 
Director General but will be required to interact closely with other senior Directors and 
staff. The post is based in Sri Lanka but will involve extensive travel. j 


Qualifications include an advanced degree in management, public administration, : 
economics or a related field; at least five years’ experience in project design and 
management: proven ability to interact with senior officials. of international and. 
government organisations; and excellent oral and written communication. skiis d 
English. 


Salary and benefits are commensurate with internationally recruited positions 
other international agricultural research institutes. 


Qualified applicants are invited to submit a detailed résumé and three letters fr f 
professional references no later than 15 January 1989 to: : 


The Director Genera! 

international Irrigation Management Institute 

c/o Ms Patricia Lowe 

Ba Castie Street 

Wallingford, Oxfordshire 

England — | 
HMI is an affirmative action employer and does not discriminate according to nationality. 

ethnicity, sex or religion. f 

APPLICANTS WHO HAVE ALREADY SENT APPLICATIONS TO MTs SRI = 
LANKA ADDRESS ARE REQUESTED TO SEND A COPY TO THE ABOVE | 
ADDRESS 



























































. Accounting at 
London Business 
School 


LBS is Europe's leading Business School. It runs MBA, doctoral and 
executive programmes and conducts high quality applied research. 
There ís a superb location in Regent's Park, central London, and first 
class facilities, 

_A programme of expansion in research and teaching in the 
accounting area is being undertaken over the next three years. This will 
create opportunities for: 


è Teaching faculty, either full- or part-time 

* Visiting teaching faculty — Professors, Senior Lecturers and 
^. Lecturers ~ for periods of 3 months to 2 years 

€ Research Fellows 

€ Research Assistants 

è Doctoral candidates 


^. Those coming from outside the United Kingdom will be weleomed. 


... Remuneration will be competitive and will recognise the costs of 
living i in London. Opportunities for consulting and other sources of 
additional income will be available. 


Those interested in the above posts in the next three years are 
invited to write, with CV, to Professor Andrew Likierman in confidence 
at London Business School, Sussex Place, Regent's Park, 

London NWI 4SA, UK. Telephone 01-262 5050 (ext 238). 








| di "OVERSEAS DEVELOPMENT INSTITUTE 
©Qİ RESEARCH FELLOW 


ODI, a leading centre of research on North-South issues, wishes to 
appoint a Research Fellow to join its staff in London. 


its research focusses principally on development policy at the national, 
regional and international levels. The successful candidate for thís post 
will be an economist with policy-oriented experience, capable of develop- 
ing new areas of research and contributing to existing programmes. 

The salary for this post will be aligned to university researcher scales 


Ranges iA, I or exceptionally il. including London Allowance the 
minimum point is £11,315, maximum £24,360. USS pension also available 


Further particulars available from the Executive Assistant, oni, 
Regent's College, Inner Circle, Regent's Park, London NW1 4NS (01- 
487 7413). Closing date mice 17 1909. 


ST ANNE'S COLLEGE 
OXFORD | 
Tutorial Fellowship 
in Economics 
The College proposes to elect a Tutorial Fellow in Economics with effect 
from 1 October 1989. The post will be held in conjunction with a titular 
university lectureship (CU ik the full stipend associated with such a . 
lectureship will be met by the College. The titular lectureship may at a 
later date be converted into a stipendiary. university post, though there is 


no commitment to do so. As is normally the case with a university 
lectureship, the appointment will be for five years in the first instance. 

If the College so wishes, the tutorial fellowship may be offered for a fixed 
period of four years, without association with a university lectureship. 

Applications with a curriculum vitae and the names of two referees 
should be sent to the College Registrar, St Anne's College, Oxford OX2 
6HS, from whom further information may be obtained, to réach her not 
later than 6 lb 1 23. 


INSTITUTE OF SOUTHEAST ASIAN STUDIES 







Eligibility: The Fellowship is open to all applicants 
- who are nationals or permanent residents of India, 
Sri Lanka, Pakistan and Nepal. 


E Qualifications: Within the foregoing, preference i is 
given to candidates with Ph.D or equivalent 
54 - professional qualifications or those with high level 
"Of experience in South-Southeast Asian affairs, 
. and who are in the position to complete their 
proposed project within the stipulated period of 
the Fellowship award. 


Focus of Research: The focus of research can be 
South Asia's political, economic and cultural 
relationship with Southeast Asia; in international 
relations of Southeast Asia; the polítics of 
Southeast Asian countries; the economic 
strategies of Southeast Asian States. The aim of 
the Fellowship is to augment South Asian 
| expertise on Southeast Asia. However, and 


E: Facsimile No. 778-1735. 


RESEARCH FELLOWSHIP ci T 
IN SOUTH-SOUTHEAST ASIAN. RELATIONS 


* Applications are invited from suitably qualified persons for a Research Fellowship in South-Southeast 
Asian Relations tenable at the institute of Southeast Asian Studies, Singapore in October 1988. 





















irrespective of the topic chosen, all Donde. 
research should be of publishable quality. 


Research Projects: Research proposals submitted 
for consideration should be well-thought-out and 
be as complete as possible in terms of aims and - 
objectives, scope, schedule of work, and so on. 


Duration of Award: The Fellowship for a period of - 
three to twelve calendar months. Extension - 
beyond this period will not be considered. 


Stipend/Housing Subsidy: The Fellowship carries | 
a stipend ranging from $$2,500 to S$3,500 per 
month, the actual amount provided depends on 
the individual candidate's qualifications. and 
experíence. 


Other Benefits: Travel, research allowances and 
medical care would also be provided. 


. Please send applications to The Executive Secretary, Institute of Southeast Asian Studies, Heng Mui | E 
^ Keng Terrace, Pasir ee Singapore 0511, Republic of Singapore, Telex No. RS 37068/ISEAS, - 





works and services by both large and 
small organisations. A background in 
social sciences and/or information 
technology and a familiarity with empiri- 
.. cal research methods will be neces- 
... Sary. The successful applicant will work 
o. . as part of a team in an interdisciplinary 
. setting. 
^. Starting salary on Grade IA £9,865- 
" £15,720 per annum according to age, 
*:*. qualifications and experience. 
Further particulars and application 
- forms available from Artemis Harman, 
cs Porson Office, Sussex House, Uni- 
"  versity of Sussex, Falmer, Brighton 
S". BN19RH. Telephone 0273 678202. 
Closing date for receipt of completed 
applications is 15th December 1988. 


An Equal Opportunity Employer 


= INSTITUTE 
DEPARTMENT OF 
BUSINESS MANAGEMENT 


Applications are invited for various posts at Senior Lecturer level in the 
fields. of MARKETING, BUSINESS ECONOMICS and HUMAN RE- 
SOURCES MANAGEMENT. A candidate with a record of academic or 
industrial experience who was able to provide leadership for part of the 
Department's interests in Marketing may be offered a post at Principal 
Lecturer level. 


The successful applicants will contribute to part of the Department's wide 

range of work at Honours, postgraduate, diploma and professional level 

and to appropriate new developments, including Retail Management and 
“a postgraduate programme in European Management (in conjunction 
“with Business Schools in France, Germany and Southern Europe). 


-Salary Scale: Senior Lecturer £15, 369-£17,490 (Bar point) £18,549. 
Principal Lecturer £18,549-£2 20, 139 (Bar point) 122795 

Start Date: . Assoon as possible. | 

- Closing Date: Two weeks after the appearance ‘of this advert: 


Further details and application form may be obtained from the Staffing 


Officer, Dorset Institute of Higher Education, Holland: Howie, Oxford 
| wn Bournemouth | BH8 8EZ. E [cene (0202) 595436. 


University of Sussex " 
Science Policy Research Unit : D, 
3ESEARCH FELLOWSHIP ON. 


JRGANISATIONAL US: 
gine 




























e for one year r inia Wi with tf 
en of renewal. m Researc | 


DORSET INSTITUTE 
DEPARTMENT OF BUSINESS MANAGEMENT 
LOCAL ECONOMY MONITORING UNIT 


PROJECT OFFICER 
.. (RESEARCHER B: £11,661-£13,259) 


he. TRENT Economy Mohitoring Unit is an initiative to assist 
inessmen and planners to make effective use of local market 
formation; and to provide data services, training, and training 
aterials to achieve this. The Project Officer will provide executive 
and research support to the Unit. 


The successful candidate is likely to have a degree in a relevant 
sub) ect (economics, business studies, information sciences, etc); 
‘the initiative and ideas required at the Epron phase of 
Such a project. 


The post will be for one year in the first instance, and the starting 
oe is by P RENE | jou 

















fi idher deck and application form ma bie obtained ran the 
ing Officer, Dorset Institute of may be Education, Holland 
Oxford Road, Bournemouth BH 8EZ. lesepiüne (0202) 


APPOINTMENTS WANTED Le 





UNIVERSITY 
OF TECHNOLOGY. 


SYDNEY, AUSTRALIA 


School of 
Finance and Economics 


Associate Professor and 
Head of 
Department of Finance 


The University has recently appointed a new Professor of Finance. 
The University now seeks an Associate Professor to head the. 
Department of Finance within the School. 


The School is responsible for the Finance and Economics Major ie. 
the Bachelor of Business degree, along with sub-majors in Finance, 
Banking, Economics and Insurance. Currently over 200 students are 
enrolled in the Finance and Economics major and a further 150 — 
students are enrolled in the sub-majors. The School is responsible 
also for subjects in Graduate Diplomas and the MBA, including the | 
Finance strands in the Graduate Diploma in Accounting and Finance | 
and the MBA. A Graduate Diploma in Banking and Finance has ~ 
recently been introduced and will eventually be upgraded to Master 
status. 
An active research program is now being initiated within the 
Department of Finance: Areas of concentration include options and 
futures markets, theories of the term Structure of interest rates and 
modern asset pricing theories. É 


Given its immediate proximity to the Sydney Central Business District 
and the practical orientation of its degrees the School is destined 
to become Australia's premier institution for the provision of 
undergraduate and postgraduate finance education. In addition the 
School wili play a leading role in the provision to the financial services 
industry of advice on the implementation into practice of modern 
finance theory. 


The person sought will be expected to provide administrative 
leadership in the Department, foster links with the financial services 
industry and have an active research interest in some area of modern 
finance. 


Applicants should have a doctoral qualification (or have substantially 
completed a doctorate) and have publications in finance and/or 
relevant business holds The appointment to the position of Head 
of Department will be for an initial term of 3 years. 


Initial enquiries should be directed to Associate Professor C. s. Terry, 
Acting Head of School on (02) 218 9976. | 


Salary: A$53,670 p.a. 


Applications should include a detailed curriculum vitaeandthenames — - 
and addresses of three referees from whom confidential reports can . 
be obtained. 


Applications should be lodged by 20/1/89 quoting Ref. No. 


B200/502 to: 
The Employment Manager 
PO Box 123, Broadway NSW 2007 
Australia d 


EQUAL EM PLOY! AE! NT OPPORTUNITY 5 JONET POLICY Y 





































FAR EAST-INTERNATIONAL CEO 


British Hong Kong resident, with top management experience in USA, 
Europe, Australia, West. Africa, Japan, China seeks challenging situation. 
Achievements in Shipping Construction, Transportation, Banking/Finance, 
Automobile, Travel and Fashion: industries as a top level CFO, Corporate: 
Entrepreneur and Negotiator. Offers contacts and expertise for short or long- 
term engagements handling Company Acquisitions, Disposals or Turn 
Around to Profitability, anywhere in the world. Excellent and well known. 
track record. Profit related rewards from. achievements move attractive than. 
salaried post or fee arrangements. 

` REPLY IN STRICTEST CONFIDENC E 

Box No 3627 
The Economist Newspaper Ltd 
25 St James's Street, London SW1A THG 





Department of Community Medicine 


SENIOR LECTURER IN 
HEALTH ECONOMICS 


Applications are invited from suitably qualified economists for the above post which will be 
available in the Department of Community Medicine from 1 March 1989. 


Candidates will be expected to have a sound academic background and substantial research and/ 
or service experience of health economics. A higher degree is desirable. 


The range of duties to which the appointee will apply themselves include undergraduate and 

postgraduate teaching, the economic evaluation of health care programmes, economic 

assessment of option appraisals, as well as programme budgeting and cost benefit/cost effective 
analyses. The salary scale will be that of a Senior Lecturer (Non-Clinical), USS Superannuation 
will apply. The appointment will be offered with tenure (subject to the conditions of the Fducation 
Reform Act, 1988). 


. Further information can be obtained from Professor Michael Garraway, Depart- 
"rent of Community. Morice, Medical Schoo! itil a Teviot Place, Edinburgh 
 EH89AG. |. 


| Further pailiculars are. available from Edinburgh University Personnel Office, 63 
‘South Bridge, Edinburgh EH1 1LS to whom 12 copies of application (one copy 



















. addresses of three referees should be sent to arrive not later than 6 January 1989 
E; quoting reference number 565. 








The ere Develconenr Administration is seeking an 
experienced and strongly motivated person to work with the 
Government of Pakistan to ensure that British aid to the health 
and population sectors is properly targeted and implemented 
effectively 
Your main responsibilities will be: 
€ to assist with the appraisal, monitoring and evaluation of 
British inputs to health and population projects; 
€ to assist with the co-ordination and administration of these 
inputs, 
® liaising with the Federal and Provincial authorities to develop 
„and implement new health and population projects; 
€ to establish close links with other donors in these sectors. 
The post is based in Islamabad, the capital of Pakistan. 


QUALIFICATIONS. 
A British Citizen with experience of health administration/ 

-health economics/heaith planning or management [a relevant 
post-graduate degree would be an advantage], you should 
understand the development process in Asia and have at least 
3 years’ administration or policy making experience in the health 
sector. A knowledge of health and population development 

. projects and a working background] in an islamic country is 
. desirable. 


. TERMS OF APPOINTMENT 
On contract to the British Government fe for 2 years, „you will 





depending on age, qualifications. and experience. Other benefits 
include variable tax free allowances, paid leave, family passages, 
children's education. allowance, free accommodation and 
medical attention. . : 

For details and application form, please write, quoting jo title 
and ref. AH369/VJK/TE to: App intments Officer, Overseas - 
Development Administration 220, Abercrombie House, 

 Eaglesham Road, EAST KILBRIDE „Glasgow G75 BEA. 
. Qr tel: 03552 49i ext. 3274... 













G NATIONS 1 TO HELP THEMSELVES 


from overseas applicants). including curriculum vitae and the names and - 















































THE INTERNATIONAL. 

LABOUR OFFICE (ILO) — 
FOR THE REGIONAL EMPLOYMENT : 
PROGRAMME FOR LATIN AMERICA - 
AND THE CARIBBEAN (PREALC) — 


PREALC, a regional team located in Santiago, Chile, but with | 
coverage all through Latin American and Caribbean coun- . 
tries, is seeking a senior economist with studies in demogra- 
phy and labour economics, for its programme on Women, 
Population and Target Policies. Principal responsibilities 
include independent and collaborative research on the 
linkages between, as well as the institutional factors affect- 
ing, the role and status of women, the family members‘. 
behaviour with respect to the labour market and the: 
corresponding population strata demographic patterns. To 
make technical contribution for policy analysis and stimulate - 
studies by national and regional institutions on.the above in 
these developing countries. Qualifications: postgraduate 
studies in economic and labour or demography, previous 
five years’ minimum experience required. Willingness to 
travel. Salary corresponding to P4 or P5 UN category 
according to qualifications/experience. The job requires 
fluent Spanish and English languages essential. Forward 
applications to Mrs Cecilia López, Director PREALC, Casilla 
618, Santiago-Chile, Deadline: 15 December 1988. We 
SEXE participation from female candidates. 








SOKOTO AGRICULTURAL 

! AND RURAL DEVELOPMENT 

AUTHORITY INVITATION - 
FOR BIDS (IFB) 


Date of issuance of invitation: 31 October, 1988 
Loan No: 2185 UNI ICB No: SARDA 10 








Please note the following üneidnents to above which 
was advertised on 29 October 1988. 


in para 5, bid bond or bank guarantee equivalent to 
the following: 


US DOLLARS 15,000 or N70, 500 FOR CATEGORY 1 

US DOLLARS 45,000 or N211,500 FOR CATEGORY 2 — 
US DOLLARS 10,000 or N47,000 FOR CATEGORY 3 - 
US DOLLARS 30,000 or N141,000 FOR CATEGORY 4 
US DOLLARS 74, d or r N350 000 FOR CATEGORY 9 
























Brushup foe 
your foreign Saat 
|tanguage skills MEL 


We offer aüdio cassette courses - 
jor beginners, intermediate and 


' advanced study, so it's easy to hy 
maintain or improve your if i 
E 
Gur range ot over 130 A cil 
courses (many developed for ihe USA State 
Dept.) in more than 40 languages include: 
Arabic — Bulgarian — Chinese Dutch 
- French Hungarian italian — Hausa 
German Portuguese Spanish Thai 
Korean. Vietnamese Turkish Urdu 
l and many, many, More. 
We also óffer many other helpful materials, so- 
} whynot write or telephone for your FREE 
| OCATALOGUE to get full details? ^ ^l 









háteau LA VALOUZE - 

: Lefevre CIEL.BP.100 

24490 LA ROCHE CHALAIS, France. 
| TeS3904428 —— 






x Audi Forum, 98 tad St Ou itor 


| Bioad 
GT 08637. USA} GUSAN 3734) ffei 01-937 1547) J 








Degrees for people who want to be more effective and | 
secure in their Jobs or Pro’ 
Eam a BACHELOR'S MASTER'S o DOCTORATE Degree by | 
gon ld vor jb, miley. compar College equivalent credits are | 
: prone ng pg accept college credits no | 
menie wiec iin No residency tecquired. 
Our are ized for their achievements in business and i 
As you know industry. We will assist you in completing your degree requirements 
experience is still the without formal classes or seminars at your own pace and ime. | 
Ra Degrees Send detailed résumé on work Me and academic experience for a Ho 
cost evaluation, | 
PACIFIC WESTERN UNIVERSITY | 
gi cien virens elox: iia D | 





Associate, Bachelor Master degrees 
Business Administration - Hotel Management 
: Computer Systems Management 
interna Hone nal Relations & Diplomacy 
Visual Art, Languages, 
Pre-Medicine, Pre-Engineering, 
.. -UNIVERSITY PREPARATORY COURSES. 
- * Centres in London, Paris, Strasbourg, Madrid, 
Heidelberg & Engelberg (Switzerland) 
* inter-campus and USA transfer 
* Language of instruction ~ English 
x English for non-English speakers 
* Accredited member AICS, Washington DC, USA 
* Entry September and January | 
* Summer Courses 


SCHILLER INTERNATIONAL UNIVERSITY 
^ ^ (DeptE168), 51V o Road, London SE18TX 
Tel: (en 928 8484 Telex: 8812438 SCOL Fax: (01) 620 1226 






















Next 2, 3 or 4-week immersion course starts 9 January, 6 February 1989 and ail year. 








INSTITUT DE FRANCAIS = 


The highest quality teaching 
A high-level international student body 
A cordial, hard-working atmosphere 
Excellent French food 
A breathtaking setting on the Riviera 
A truly caring staff 

Daily 8.30-17.00 with 2 meals 
For adults. 8 levels: Beginner I to Advanced H 














@#0e0es80 90 


French postal strike anding, istil preferable to telephone or telex. 
| INSTITUT DE AIS — EM 3 | GPS 
33 Av. Gén.-Lederc, 06 Villefranche Mer. Tel: 93 01 88 44. Tia.: 970.999 F. 5 — — 





BOSTON UNIVERSITY 
GRADUATE BUSINESS DEGREES 
LONDON 6 BRUSSELS | 

SPRING TERM JANUARY-APRIL 1989 
MASTER OF SCIENCE IN MANAGEMENT 


and graduate programs in 


COMPUTER INFORMATION SYSTEMS 


@ emphasis on international management 
© evening and weekend classes — @ full and part-time program 
© flexible course of study =§ €. internships 
For further information please. contact: 
London: 

Boston University, Regents College, Inner Circle, Regents Park, London 

NWI ANS. Tel: 01-487 7643/7644, 

" — Brussels: ^ — 

Boston University, Laarbeeklaan 121, 1090 Brussels. Tel: 322 478 79 73 


Boston Univers ed is a fully accredited American University 
Jocat in Boston, Massachusetts, USA. 


























































1989 GENEVA 
SECURITY ANALYSIS AND 
PORTFOLIO MANAGEMENT - 
(SAPM) PROG 
COURSE MODULES 


1) June 12-23 Financial Analysis: Fundamentals, New - 
~ Developments and Practical Applications. 
2) June 26-July7 Portfolio Management and 
Performance Measurement 
3) Sept4-8 Exchange-Rate and Interest-Rate 
4) Sept a 






































‘Economics and Forecasting 7 
Bonds (Sept 11-15), Options {$ UM 18- 22), 
Financial Futures and Swaps (Sept 2 















An intensive and unique training program for professionals with a university | 
education or similar background. Private and central banks, multinational - 
companies, major financial institutions and industrial firms from 45 
countries have sent executives to the SAPM Program over the past seven 
years. The courses offer an optimal blend of theoretical principles and 
practical applications, to equip participants with the perspective, tools and 
techniques needed in an increasingly competitive environment, 


Further information: Annelies Wind or Marguerite Nguyen, International Center . 
for Monetary and Banking Studies, P.O. Box 36, a 

1211 Geneva 21, Switzerland. we 

Phone: 22-34 95 48; Telex: 412 151 paxch; Fax: 2233 64 44. : 











































|| THROUGHPUTACCOUNTING 


Performance Measures 


for FI T Manufacturing 


Cost accounting is hazardous to your wealth! Traditional 
measures will not prevent you from investing in unnecessary 
equipment, dropping profitable. products from the range, 
|]. increasing WIP. Throughput Accounting is a new method of 

| measuring factory performance that supports the latest 
| manufacturing techniques. 
It recognises the true róle of inventory, and the relationship 
between response times, quality and profit. 
The benefits achieved by some of the 40 companies who 
attended this course last year include: 
m 50% reduction in lead times 
m improved due-date performance 
m Elimination of ‘work-in-progress’ 
m iripling of profits 
-For further details of the two day TA course for senior 
decision-makers. and other Throughput Management courses 
contact Stuart Pritchard, Hoskyns Manufacturing Education, 
Hoskyns Group pic, Hoskyns House, 130 Shaftesbury Avenue, 
London WIV 7DN. Tel: 01-434 2171. 
One of a series of courses on Hoskyns Throughput 


"er 






| LANGUEDOC. ROUSSIION,. 


ST CYPRIEN 
ATTRACTIVE FURNISHED APARTMENT SITUATED - 
.'ON THE GOLF COURSE AND FIVE MINUTES - 
| WALK FROM THE BEACH 
| 370,000FF 


Large selection of properties available ranging from village houses 
at F200,000 to domains at F3,000,000. 

Contact Patti or Jan. Telephone 68.22.67.68 (office), 68.53.37.47 
(home), IFAC, 13 Avenue de Gaulle, 66200, Elne, France. _ 

























Prime in Switzerland’ 









sunbelt Lake Lugano 


Waterfront property in the romantic old village of Morcote - five 
miles from Lugano. Nine luxury flats and three townhouses with. 
panoramic view of lake and mountains. 2-5 rooms, fully fitted k 
chens, modern bathrooms, large sunny terraces. Indoor parking 
heated swimming pool amid subtropical vegetation. Private - 
moorings. Price range from SFr 480,000 to SFr 940,000. Attrac- 
tive Swiss mortgages. Approved for sale to foreigners... 


Via Pocobelli 25: CH-6815 Melide - «Lugai 
Emerald» Home Ltd Telephone: 091-68 65 23: FAX: 091-6873. 
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CONFERENCE CE = E a. - _ 










The growth and survival of modern companies have become greatly 
dependent upon the strength of their technological position . . . 


TECHNOLOGY INDICATORS 





UNIVERSITY OF SURREY 












‘POSTGRADUATE COURSES _ IN STRATEGIC PLANNING 
AND RESEARCH IN ECONOMICS a cte paip 
MSc in Economics Jan 23/24 1989, President Hotel, Brussels 
AE a oues The new techniques of science and technology indicators allow an objective 
"DEVELOPMENT ECONOMICS comparison of a company's competitors, or can be used as a tool for ae rm 
INTERNATIONAL BUSINESS acquisition targeting, cross Doi negotiation, and the tracking of R&D- 
INTERNATIONAL FINANCE activity. . ; 






A colloquium on the latest iehiga in this field wi i eatae leading: fig 
from the academic world, industry and geyeinmente and E portes an 
to exchange views ànd experience. l Me 3 


For information and registration details, send the coupon below, Of your 
business card attached to your company letterhead. 


PERFORMANCE SYSTEMS bvba, 
24 Van Eycklei, 4018 PAtVrerp, Belgium 


Tel: +32 3 231 7662 Fax: +32 3 226 2438 


These courses are designed for students (full or part-time) who are interested in the application of 
economic theory and quantitative techniques to the analysis of issues and policies in the above 
areas. 






| PhD in Economics 
This ogame is for students interested in research in any of the above four specialisations. 
Proposals for research in some other areas of Economics may also be considered. 


. .  Misiting Scholars 
. This programme is specially designed for those interested in on selected lecture courses 

and pursuing research over one to three terms. 

For further information contact: : 

Postgraduate Admissions, Dépürtment. of Economics, University of Surrey, 

Guildford, Surrey GU2 5XH, England. Telephone: 0483-571281, ext 2773/2776/ 

2783. Telex: 859331. Fax: 0483-300803. 










CHI RESEARCH, 
10 White Horse Pike, Haddon i ail New Jersey 08035, USA. 
Tel: +1 609 546 0600 Fax: +1609 546 9633 






















“ACCREDITED AMERICAN PhD. No MOM. JEN 


 relocating. Individualised Programs & - 


To Performance Systems bvba, 24 Van Eycklei, 2018 Antwerp, Belgium 
Please send me details of the colloquium on THE USE OF TECHNOLOGY 
INDICATORS IN STRATEGIC PLANNING to be held at the President 
Hotel, Brussels, on Jan 23/24 1989. 






Guidance. Consultant. Box 690056, 
“San Antonio, TX 78269. TUNE 





















“GRUNTS igmumm J APAN RBS RM ETE PNEU le oon ce 
individuals with a degree and two years’ PIO, Sra RR CRUEL ROTE PORC EE EM 
TE, GRADUATE P POST experience in business, science, or engineer- " m und 
Trt É “ing interested in teaching business English tor Company .......... DC UPPER MED M ETTE NN sues 
.The most comprehensive anal of: . | one y8ar in Japan to employees of major ; i E tor uh. 
d ET Ma ^io |.  temenatonsgovernment ministries should Address "von | " 






-Opponunities, Awards from $1 
$30,000. MELLE M d 


| F send CV and photo to. 
| contents of 198 ACE 


“|...” Wternational Education Services 
| Shin Taiso Bidg, 10-7 Dogenzaka 2-chome 
—.. = Shibuya-ku, Tokyo 150, Japan 

















|ONDON—KENSINGTON 


avely furnished flat near Harrods. Fully 
‘quipped kitchen, bedroom-dinette, bath- 
oom, phone, TV; elevator. Suit -orn 
WO persons. Reasonably | ricec 
vations: England 01-58 
Nood, 5 Egerton Place, Londo 
n USA 516/569. 3432, or Fax 
1302. Att: Ed Kapetowitz, 





“inance can p "» 


Paseback Super 


Cornish 





WIDOW MUST SELL: New, modem 


decor condominium, 3 bedroom, 2i 
bath suite (king size), 2,082 sq. ft. (two 
balconies overlooking golf course- 
Stream), exclusive Palm-Aire, Pompa- 
no Beach, Florida. $250,000 or equiva- 
ient hard currency. Write Box 3629, 


KI The Economist Newspaper Ltd, 25 St 
. James's Street, London SW1A 1HG. 


st t letting income. 


wal with Indoor 


enim mC—— aS ae 








aL -793 0148. 


| THE 
ECONOMIST 


For information about 
classified advertising 
contact 
Elizabeth Bisson 
p- Economist Newspaper Ltd 
25 St James's Street 
London SW1A 1HG 
Telephone: 01-839 7000 
Telex: 24344 ECON G 
or 
Sandra Roldan 
"The Economist Newspaper Ltd 
;, 10 Rockefeller Plaza 

H New York, NY 10020 
'elephone: 212 541 5730 
Telex: 148393 






iecit Report No 1154 


'KENSINGTON CONSULTATION CENTRE 
- DIPLOMA IN SYSTEMIC MANAGEMENT: TWO-YEAR 
PART-TIME COURSE: FROM JANUARY 1989 


Systems-based course for managers, examining patterns of relationships in 
the work-place. The course uses systemic skills and strategies to Taom 
problems into opportunities for increased performance. | 


INFORMATION: KCC, 7 Kensington Church Court, London W8 4sP. Tel: 













Graduate Programmes in 

* ECONOMICS 

* PROJECT ANALYSIS, 
FINANCE & INVESTMENT | 

* HEALTH ECONOMICS 

* ECONOMIC AND SO- | 
CIAL POLICY ANALYSIS 


Summer Session 
also available 


Contact: Graduate Secretary, 
Department of Economics 
and Related Studies 
UNIVERSITY OF YORK 

. YORK YO! 5DD, U.K. 
Telephone: 0904 433787. 



























| BA. The Best Business Tool? 


Are ! MBAs valuable or overpaid, academic, job hoppers? Designed to help 
managers determine the bottom-line value of employing them, this report 
assesses what MBAs can (and cannot) offer companies. ft takes a hard 


“took at 46 European business schools, provides guidelines for Maid 










240 employing MBAs. 


278 


ST DECEMBER 3 1996: "m 


: £49 UK. & Europe; US898 N America; 


iblicat : | 
Mie reet. nen WIA 1DW 10 Rockefeller Plaza, New York PUBLICATIONS 
NY 10020 (212) 541 5730 


“the right MBA programme, and gives alternatives 


| The 


Economist 
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BUILD YOUR 
US BUSINESS WITH BRICS 


Harlan Brown & Co provides detailed product, finan- 
ai, and marketing information on private nies 
and divisions of public corporations. for asion 


and Competiter anatysis. 

Will your US acquisition succeed? The BRIC 

ies you the information vau need to make the righi 
ISIN 

For more information write 

President, eese sales. “61 Ein S 

VA 2210, USA. Tel: 783/821-2149 


| Debret 


May we “trace your ancestors! 
Gebrett have traced the ancestry of 
thousands of families from commoners 
to kings, worldwide. Send known details 
for free feasibility advice and leaflet to. 
Debrett Ancestry Research Ltd, Dept.EN, 
Gordon Road, Winchester UK $023 7DD 
. Tei (0962169067 









«wm gest 








DIPLOMAT HOTEL. 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 01-235 1544 


Telex: 926679 DIPLM TG 
Fax: 01-235 1544 


ravia, within walk- 


Single: £49. 95 : VAT 
Double/Twin: £64.95 -- VAT 
Extra single: £19.95 -- VAT 


Kenya is a country that will excite yout every 
sense with its beauty, danger and exotic 
culture To obtain a copy of out brochure 

please comad us at 
SOMAK big UMED. 





voee 





(904)-735-1393. 


arrods. Provides | 


OFFSHORE BANK FOR SALE 


Small Caribbean international bank for sale. No recent activity. Financing 
available. US$35,000. For more information about this bank or other 
ones please contact The Harris Organization, Mt Dora, Florida 32757- 
0492. In US (800)-343-MARC. Outside US Collect (904)-735-1012. Fax 


BRITON's Index of Investment Research Analysts 


A complete guide to investment research analysts resident in the UK covering 
110 INDUSTHY SECTORS, 20 STATISTICAL REPORTING and 29 COUNTRY 
SECTORS. Original notation system is both easy to use and informative 
showing also which sectors are not covered by securities houses. Updated 
three times a year. Write for details of the 1989 series to BRITON & CAULTON,2 
$t Peter's Place, Canterbury, Kent, UK, or telephone (0227) 452955. e 

















PORTABLE COMPUTERISE! ). BU. 
NESS INFORMATION for the di 
executive covering 30 cour 
details and. a free demonstration disk 
cal! Haslam-Moise Ltd on London (| 
403 0282. | | 





CREATIVE — 
SOLUTIONS 
| For unusual and difficult com- - 
| puting problems. We investi- 
gate, design and do it. 1 
MCSL Consultants | 
(UK) 0727 60295 E i 


| If you worked ' in-Kingdom" between - » 
| 1973 and 1987, you may be entitled to f- 

i arefund of your GOS! contribution. in. f 
| many instances, your employer wii- 
| have made the contribution on your 

| behaif. Our liaison offices in. the UK 

| and KSA can obtain your refund. We 
require details of your GOS! number 
and dates of employment. 

Please write in the first instance to 
H&S Associates 


























Bristol B58 4HW 
Tel: 0272 238368 
Fax: 0272 733666 











Readers are 
recommended 


| to make appropriate enqui- | 
| ries and take appropriate ad- f 
vice before sending any mon- | 

| ey, incurring any expense or | 
entering into a binding com- 
mitment in relation to an f 
| advertisement. The Econo- | 
mist Newspaper Limited shall |. - 
not be liable to any person |. - 
for loss or damage incurred 
or suffered as a result of his/ 
| her accepting or offering to 
| accept an invitation con- [| 
tained in any advertisement - 

| published ir in The Economist. 

























































ANALYSIS OF HANDWRITING. Char- 
 acter/Personnel appraisal. GRAFEX, 
 Antwoordnummer 1927, 2501 WB, The 
Hague, Holland. Tel: 01751 77272. 


NEW SERVICE INDUSTRY 
| Established worldwide accounts winter- 
| change high profit: Quick return on invest- 





and equipment. ning acoustical ceilings, 
. walis, etc, Requires US$50,000 to start de- 
pending on area. ClenTech/Acoustic Clean 
Ph. «USA 612-374-5852; Tix: 140-340 TRD 
: MPS: € 612-374 4840 Mr Gordon. 


WELL ESTABLISHED COMPANY 
specialising in distribution, wholesale, 
retail of domestic/commercial micro- 
ave ovens and accessories through- 
it Australia and South Pacific seeks 
w suppliers:and lines in M/W ovens, 
cookware, novelties’ and accessories 
for domestic, commercial and industrial 
applications. Contact M.O.S.C., PO 
Box 178, Woolloongabba, QLD 4102, 
pAustralia. aus 61 PST eH 0. 






































Minimum investment $25,000. 


4/5 Castle Court 
by Cornhill 
London EC3V 9DL 
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: | ment secured by- inventory, unique solutions | 


information apu me Investigation Advertisement 
Surrogate for your fact finding mission. 

Best credibility with reasonable bill. 

Bank Ref: Taiyokobebank Honjo Branch 
investigation/Research Dept. Mr. Haruo Ando 


ANDO SEIMITSU CO., LTD. 


BBan-No. 5, Higashikomagata Nichome, Sumida-ku, Tokyo 130, JAPAN 
Tel, 03. 623- 2475 Fax. 03 623-2489 Thx. 0 262-2337 ANDO ] 


DIVERSIFY AND GROW 


Bowers €Cadle & Co Ltd professionally manage private clients’. 
futures and options accounts and offer: 

* Healthy diversification for the private client portfolio 

* Fully segregated clients’ accounts 

* Competitive commission rates 

* Comprehensive fortnightly reports 

* Totally free advice on all currencies and commodities 

* A $100,000 managed account programme 

For further details please contact Mark Richardson on 01-283 
9984 during office hours or return the coupon below. | 


BOWERS CADLE & CO LTD 
. AFBD MEMBER 
FUTURES AND OPTIONS BROKER 


PLEASE SEND ME A COPY OF YOUR BROCHURE 
"AND LATEST MARKET REPORT 


WANTED - RHolexes, Rolexes, Ro- 
lexes, Cartier, Patek-Philippe, Piaget 
and other fine watches. Old or new, 
working or not. Cash. paid. Watches 
also sold and part-exchanged. Ray- 
mond John. 01-286 7102. 





SCIENCE CITY. Offices in central 
Cambridge with Tel/Tix/Fax services, 
offered as a UK base for scientific 
companies. Contact Box 3628, The 
Economist Newspaper Ltd, 25 St 
James's Street, London SW1A 1HG. 


) DOLLAR 


How far can it fail? 


In September CURRENCY BULLETIN was 
recommending "maximise dollar sales". But 
what " pens next? Send today tor your free 
at E PCP, 14 Pail Mail, London SWIY 
d Telex: 919560. Fax: 01-839 





Tel: 01-283 9984 
Tix: 925365 BOWCAD 
Fax: 01-283 9980 
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WORLD FEDERATION OF EURO- 
PEANS. (by birth or descent) PO Box 
14262, N. Paim Beach, FL 33408 USA. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 


of Mt Royal, Quebec. Canada H3P 


3C7. 


AUTHORS T 


BY NY PUBLISHER 


Leading subsidy book publisher seeks 


manuscripts of all types, fiction, nom- [. - 
fiction, poetry, juvenile, scholarly and | . 
religious works, etc. New authors web- T- 

comed. Send for free booklet. — 


Press, 516 W, 34th | — 
York, NY 10001 USA | 


S92, Vantac 
Street, New ` 










hn strict confidence to Mark Nai CEO 


PO Box 14068, Ft Lauderdale FL 33302 
Tel: 305-763-1569 Telex: 6503463983 


KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned hotel in Knights- 
bridge which has been totally remodelled 
and refurnished to a high standard. 


Suites £85 Doubles £70 Singles £55 inci 
i VAT&SC. 


"A comfortable, spotlessly kept little hotel 
in the heart of Knightsbridge —Egon 
angs 


— 

COMPANIES 
BRITISH VIRGIN 
ISLANDS 
GIBRALTAR 






















hone 01-584 
htsbridge, 
5 1635. 





bd ene AVAILABLE 
OR AN EXPLANATORY 
DISCUSSION AND BROCHURE CALL 


COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD, 
BARCLAY'S BANK CHAMBERS, 
PARLIAMENT STREET, RAMSEY, | 

SLE OF MAN 


TEL: 1 800 2834444 (1 
.  PHONING FROM USA). . 


TEL: 0800 269900 ( Mm : 
0624 815544, TELEX 628488. 
FAX 0624 815548 _ 












TUS IMMIGRATION 


OLLFREEIF - E 


BACCHUS WINE STORAGE will save 
your wine investment. Free brochures 
Call our wine consultant. 1-800-468 
0062 or Houston 71 3/682-5708. . 





ST JAMES'S, LONDON, Swi Ser 
viced apartments in small block close 
to Fortnum & Masons, The Ritz arx 
Piccadilly. Double and twin rooms fron 
£70 per ibi us 01-930 2241. 














COMING 2 ARIA 


Stay in a furnished flat, One to our rooms. plus 
bathroom and. kitchen. Weekly or-monthly.r 





| converted and : 
| itunes; electric lift, video security 
colour TV, 
| Full details: Pauline ... : 
Tel 01-902 8151. Telex 893005 E 
- Sunsac Fax 01-9001353. ^ 
Short or boa, lets. 





















Obtain US immigration through 
purchase of secured and well-re- 
warding real estate or opening of 
American branch companies, etc. 
ALL MATTERS HANDLED BY A 
LICENSED US ATTORNEY/PhD 
Sosa sessi ia diclis tg resuits 


based upc ncy fee agree- 
ment. valla dward P. Gal- 
lagher, Attorney-at-Law, PO Box 
70302, Washington, DC 20088 
USA. Tel: (301 951-9616. Fax: 
301) 983-3439. 


Observatory House Hotel 
Kensington 
37 Hornton Street 
London W8 7NR 


Tel: 01-937 6353/01-937 1577 
Fax: 01-938 3585 
Tix: 914972 OBSERV G 


Single: £39 + VAT 
Double: £55 + VAT 
inclusive of English breakfast 


In London's prime residential anc: 
shopping area very close to excel 
lent transport facilities. Ail room: 
with bath/shower, TV, telephone. 
. hairdriers, tea/coffee makers. 




















Looking for Business : 
Acquisitions Worldwide: 


Within 4 to 12 months, Gossard can secur: 
international opportunities using our exclusi 
business search network. Reporting on each. 
candidate with assessment of competition, marke: 
' surveyas and. strategic. analysis. investinents tro: 
US$ to 20 million. Assistance pertaining 
| corporate. financing, tax, legalities, auditing. O 
| moderate retainer fea. is deductible from | 
success foe: based on Lehman Formuta plus 1 
No ihtermediaries. Guarariteed confidential? 
l References since 1972 in the US., Europe and Fe) 
5 East. Contact us. today for our newsletter . 


: 4426 Covington Highway 
Decatur (Atlanta), GA 30035 USA 
(404) 284-1828 TLX 750728 


ces: Atlante, Tokyo, London, Mitan & Madi 


















‘UT, DEMAND AND JOBS Japan's retail sales grew by 6.1% in the year to August, their 
west rate of growth since March. In the 12 months to September industrial output rose by 4.196 
in France and 1.8% in both Spain and Sweden. Industrial production increased by 5.1% in Italy in 
the year to August; in Switzerland it climbed 5.9% in the year to the second quarter. Italy’s GNP 
increased by 3.1% during the same period. Australia's GNP grew by 2.9% in the year to the third 
"quarter, up from 2.2% the previous quarter, but slower than in 1987. 





% change at annual rate 
: industrial production GNP/GOP . retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 














l Value inde index deflated by CPI. 





: PRICES AND WAGES West German consumer prices rose se by 1 696 i in the 12 months to November, 
‘their biggest rise since the end of 1985. Japanese consumer prices increased by 1.1% in the year 
‘to October, their fastest since early 1986. Earnings rose by 5.3% in Canada in the year to 
‘September, Italian wages by 6.3%, and Swedish earnings by 8.3%. Canada’s wholesale-price 
inflation slowed to 3.1% in the year to October. 











^^ change at annual rate S | 
i consumer prices" wholesale prices"  wages/earningst 
tur. 3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
A +78 *73 9 O *39 —*75 9»  — t3 +63 m — 
Bel xc dU dd. 18 mc. . 1.00. 10294. OO Oe 
anada — — 0 39 — EAR oa «^0 $28 ^^ *31!0 «^ $26 ^ ZV!T 593 5 — 
21.35. —* 800. . 32 35m t933 ^33 
QE? 5018 00000120. 15 0a L0 18 t 34 se 
wears SU TE I RR S ee Ae n UR. 
l +53 OF 46 ce T48 505 4 OS se .. 
dapan — — — *32 3— *tiioc o  —*20  --189: ^  —21 OiT e — 
in +09 t 52 ou t 37. * 33 se t 71 —— t 70 99 — 
+ 56 X 59 oc — 579 ^ * 69 se «^2  * 02 _ t83 se 
Switzerland — — * 13 — 9 * 17 oa —— t3»; 5329 «^ 732  T3!wm' 
+ 81 * 64 o 2 1498 7470 ^ «^. t 87 ^ :t93 se 
+ 58 + 42 on |^ 57 + 29 ce + 35 + 3.8 o4 























f Hourly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
- amings; UK, monthly earnings for all employees. 


ia LATIN AMERICA Chile is the economic 
star Un Latin America. The Economist intelli- 













ruguay and Colombia grew rapidly in 1987 
ut have slipped back this year. Ecuador's 
al GDP is expected to rise by nearly 6% in 
88, after a steep fall last year, thanks to a 
in oil exports—its big oil pipeline 
disabled by an earthquake i in 1987. Peru 
n a sorry state, paying the price for an 
ficial expansion in 1986-87 that spurred 
flation and imports; its real Gop will fall by 
% this year. Mexico and Argentina have 
mad a very bleak 1988. High interest rates 
wand the debt saga are still taking their toll on 
many Latin American economies. Real GDP 
prowth i in the region has averaged only 14% 
a year since 1981. 





Nov22 — Nov29j — «ome — onè - 
| LLL LL LL AM . yer. 
All items 1478 — 1506 +01 +197 
Food 1146 — 1153 ~ 06 +120 
industrials | e 

AB 1808 1856 + 06 +250 
Sol PNE H 1837 — | 33.7 3358 0 = 04 = 20 

 Metais 244.2 2210 +10 +421 
Sterling index - | 
Allitems — 103.4. 1042 =~ 44 +176 
Food ë 80.2 798 | — 52  *100 
industrials E 

All 1264 128.5 — 40 +227 
Niat 935 939  —50 - 38 
, Metals 149.8 152.9 - 35 +395 
SDR index ; 
All items 109.7 1118 ~ 20 +194 
Food 85.1 856  — 28 +117 
industrials - 

All . 1942 1378. — 16 +247 

Natt — ^ 993 . 1008  — 26 -22 
. Metals 1590 164.0 ~ 1.1 +417 
Goid 
$ per oz 418.10 42275 +28 -139 
Crude oil North Sea Brent | u 
$ per barrel 1340 | 1420 +169 —20.1. 





notes applicable to all tables. Ail figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous amos, at annual rate. na not available. ‘ 


—- ihe . 
E beondinist f Amenta add Russia san 
~  - agreed to extend their 1983. 
grain pact to the end of 1990, after failing to. 
finalise a new five-year accord. Talks on-a 
new pact are deadlocked because Russia. 
wants it to include clauses not directly 
related to grain sales. As before, Russia is - 
committed to buying a minimum of 9m 

tonnes of grain a year from America, includ- _ 
ing 4m tonnes of wheat and 4m tonnes of 

maize. The temporary deal could now trigger 
more sales of subsidised wheat to Russia 
under the export enhancement programme. 
{cEP).. Russia bought 12m tonnes of EEP- 
funded wheat in 1987-88, but purchases 
have slumped to less than 1m tonnes this — 
season, 

























1985-100 % change on 





jD————— ———————————— Ream annann 


} Provisional +} Non-food agriculturals 



































a recor WORLD BOURSES Wall Street shrugged off a rise in prime rates and climbed by 1.196. Other big 
foreign. tourism by the pen in OECD coun- | stockmarkets, nervous of higher inflation and the dollar's weakness, fell back: Tokyo lost 0.496, 
tries. In dollar terms, they spent 3196 more | while Frankfurt declined. by 1.3%. Tonan fell by 1.9% thanks to rotten trade figures. 























than in 1986. Southern Europe and Austral- | Stock price indices 5 % Change on 
| asia had the fastest growth in earnings from Nov29 — . . $3199 — — one one record 31/12/87 
iri Spain. overte America as high low week ear high in local in | 
re rins e a UH ME ME S 
| VEI i^ ER LET. l iu Australia 1472.0 1657.8 1170.7 — 0.4 + 12,7 —36.2 +42.3- +363 
nearly $15 billion. Turkey and Portugal had | geo, 53419 53930 — 36084 ^ — 03 — 3 457 7L 14 3482 384b — 
above-average rises in their tourism earn- | canada ^ 32736 ^ 34654 29779 4 08 1 92  -—204 1 36 3127 
ings, to $1.7 billion and $2 billion respective- | France — . 3905 3972 2813 +05 +952 —152 +301 +260 
ly. Italy’s receipts rose by 23% to $12 | W.Germany ^ 15670 «16416 12079  — 13  -* 182 — -312 4206 +99 
billion. Americans and West Germans spent | Holland ^ 2712 ^ 2858 2057 * 06 + 315 — —188 ^ 4299 ^ 4183 — 
most on foreign travel, but Japanese spend- | Hongkong 26327 27725 22280 ^ + 13 :* 249 — —333 +143 +136 — 
| ing grew fastest—up by 50% in 1987 in | Mav — i NP, LLL MEI RN ELLAS MS CONSUE NA 
| dollar terms. While northern Europeans Specs T0034 TT "SEE Por a Vos ima ui XR EUG 
| headed.for the sun, few tourists flew their | saaana 19660 — 1499 — "1388 7403 ^ 284  —185 328 F5 
way: Denmark, Finland, Iceland, Norway and | Span ^ ^ 72553 316 2258 — -— 01 — 1 834 -133 3242 4185 
| Sweden all ran deficits on their tourism Sweden 31817 326/73 21485 -— 11 4 502  -— 26 4466 4411 .. 
account last year. Switzerland — 5777 5823 4666 t 30 +192  -—208 4218 +75 
| i: | UK —  — 17869 18/80 16945 — 19 +132  -269 +43 +29 ` 
USA - RSE TE TRAN ONERCAOOMNKCILONNML T CUR 
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{Converted at financial rate 





MONEY AND INTEREST RATES America’s prime rate rose half a point to 10.5%, on the heels of à 
one-point rise in Britain's lending rates. Long-term bond yields rose in both countries. Britain's 
narrow money supply grew by 13.9% in the year to October, and its broad money by 19.8%. 





. Money supply ' interest rates % p.a. (Tuesday, except bonds which are previous Friday) i 
% rise on year ago Money market Commercial banks — Bond yields Eurocurrency | 
Narrow —— Broadi Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3months — long-term - 3 months 
Australia +145 +142 sp 1460 1505 1650 1450 1256 1356 41438 15.10 
Belgium +16  - 7! we 650 7.15 9.50 685 795 820 731 7.90 
Canada + 23 + 89 ox 1000 1100 1175 1015 1013 1081 1069 1024 
France - Td 4 +72 4 775 806 9.25 8.18 868 — 9.18 831 8.88 
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Other key rates in London 3-mth Treasury Bills 12.696, 7-day interbank 12.7, clearing banks' 7-day notice 3. 8%. Eur 
rates {Libor}; 3 mths 9.4, 6 mths 9.4%. 
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{M2 except Australia, Canada, France, Spain, Switzerland, USA, UK, W, Germany M3, Japan M2 plus CDs. Definitions of interest rates salad pali eques 
Sources: Bank of Bilbao, Chase Manhattan, Banque de Commerce (Beigium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ Ban 
Credit Suisse First Boston, Wharton Econometrics. These rates are indicative only and cannot be construed as offers by these banks. 


TRADE, EXCHANGE RATES AND RESERVES Britain had a record $5.1 billion visible-trade deficit in October; its cumulative currerit-account 1 defi 
for the past 12 months stands at $24.4 billion. But sterling strengthened, thanks to an increase in bank base rates and to the government's insistences 
that inflation would be checked. The pound rose by 1% in trade-weighted terms and 1.6% against the D-mark. Other big currencies had a quet 
week. o s cumulative visible-trade deficit was $8.3 billion in the year to July. 
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AhlanWasahlan 
Wholeheartedly. 











hlan Wasahlan. It means more than just a welcome. 
At Saudia, it's the natural expression of hospitality and care in the 
way we serve you. 
Fly Saudia and enjoy our unique 'Ahlan Wasahlan' in the air and on 
the ground. 
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- The Financial Times : 
V isn'tthe world's 
biggest selling 

newspaper. 
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The qualities that separate a good bank from a great bank have 
nothing at all to do with size. At Creditanstalt we combine innovative 
thinking with personal service and traditional Austrian discretion. 


Our rapidly- growing list of clients is increasingly impressed by 
the diversity of our skills. From East-West countertrade (where we g 
are second to none) to sophisticated financial instruments in the 
Euromarkets, Creditanstalt is earning a reputation for creative, 
efficient solutions. 
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Your success is our success 





Creditanstalt Head Office: Schottengasse 6, A-1010 Vienna. 
Telephone: (0222) 53131-1151. Offices in Budapest, Buenos Aires, Dubai, 
Hong Kong, London, Milan, Moscow, New York, Prague, San Francisco, Tokyo. 
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FOR A MOMENT, THERE WAS 
JUST THE TWO OF YOU AND THE WHOLE WORLD TO 
DISCOVER. OMEGA. FOR ALL YOUR SIGNIFICANT MOMENTS. 
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MEL OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 


| AT THE OLYMPICS. IN THE SPACE PROGRAM 
i IN SIGNIFICANT LIVES LIKE YOURS 
a THE OMEGA CONSTELLATION. FOR YOU BOTH 
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OMEGA 


OMEGA. TIMING ITS 20TH OLYMPICS IN SEOUL 
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The other orh j 
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‘HE MAGHREB 
| new chance to put couscous on the table 


s provinces strain at Beijing’ s tether 
ou breaks free 

.hina's new man in Tibet 

Russia talks to the Afghan rebels 

¿winter gleam for Takeshita 

| mate for Hungary 

ralian Labor and the unions 

nd nesia's family-planning success 





AMERICAN SURV EY 

35 Gorbachev comes to New York 

Be 36 Bush's latest appointments | 

37 Time to tax petrol 

37. The Democrats lose their chairman 

040 Jerry Brown seeks a come-back 

40 Justice almost miscarried in Texas 

The ever-expanding University of California 
Earthquakes threaten the east coast 

Hint saboteurs i in California 


























INT RN ATIONAL - 
nother Argentine colonel 
8 Venezuela’s peaceful poll 
48 Is timber heritage? ae 
49 Nelson Mandela: Freedom by diesel 
49 Ghana's way with voting 
-2 The ghost of CENTO 
94 Palestine: The intifada at one 





UROPE - 

he Soviet anes atque contínues 
in's picture of Europe 

992 means for Spaniards 

"s Rhodes summit 

O's small room for manoeuvre 

cast ist Germany s stubborn old guard 





BRIT AIN | 
3 Relations with Ireland: Father Ryan s legacy 
64 Training for jobs 
44 Tourism: State roosters fear the state chop 
-61 Eggs and Edwina Currie 
.67? The bookies who don't back racing. 
^68 Picking telepoint winners 
:08 The costs of crime 
99: Barristers’ clerks 
"lanning controls and greenmail 
ie easy way out of nuclear power 
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BUSINESS, FINANCE AND SCIENCE - 


JAPANESE FINANCE 
The end of an era. A survey 


62 


121 


BUSINESS THIS WEEK 


BUSINESS 


The emerging pan-European defence companies 
. World trade’s mid-term report? «o 
Economics focus: America's twin deficits 
Selling to Japan: Pharmaceuticals- 
, Reconsidering Sweden's tax cuts 
Oil's downstream glut | 
India, Russia's backdoor — 


Volume 309 Number 7580 


Designer tyres 


Corporate misnomers: Singer, Aga and others 


SCHOOLS BRIEF | 
France's economy: Les misérables 


FINANCE 


America bids for Britain's. merger business 
Morgan Grenfell bows out of securities 


. Market focus: Ecu bonds and bills 
Will Drexel plea-bargain with the DA? 


Wall Street's new debt-for-equity financing 


New taxes for Japan's old securities traders 


Yen commercial-paper market booms 
Taken for a ride with Mitsubishi Motors 
Investors who like British Steel 


SCIENCE AND TECHNOLOGY 
How to fish. Four pages on how to make the 
most of fish without wiping them out | 


ECONOMIC AND FINANCIAL INDICATORS 


Output, jobs, prices, commodities, bourses, in- 


. terest rates, trade, currencies, plus a closer look 
at apoyen and international lending 


) Why workers love Thatcher 


Wrestling with Stalin 

Moscow 's wall of remembrance 
The curious life of Benazir Bhutto 
Will Britain ever get a constitution? 
Architecture's new classicism 

T.E. Lawrence's tall desert tales 

1 Punksand skins to go 


LETTE RS 


_ the abortion pi 
and niin 


Biros 


Letters on Western and Eastern Europe, bribery, 


Dublin's un College, Israel 
roschool $ 
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| L gura AU. page 92. 
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The other Gorbache 
| Earthquake-intetrupted — ^ 
Gorbachev abroad scores aga 
. Gorbachev back home is doing 
worse than ever, page 11. He 
gives the West a Christmas gil 
~ page 35. They'll like his army- 
. cutting in Germany, page 62. 
The growing unrest on Russia 
rim, page 57. ; 


More Bushmen 
Three men, one woman and a 
other Texan to join the te team, 
page 36. | 









| Many mysteries of the deep ex: ` 
plained, pages 95-98. 


Maghreb mired 
A heave for freer politics and 


freer economies in North Africa, | 
pages 19-22. 































 Notquitethere — 
Lots of changes to. Japan’ $ fina 
cial system, but lots more to. 
come. À survey after page 62. 













tat t DAANA opi raras tr a Y eer e Qe t 


Disobeying Deng 


China’s leader told irs economy 
to slow down. The economy 

refuses, page 27. A Han for Tie 
bet, page 28. | 






















| Drexel's derring 
The threat of indictmen 
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The German temptation 


Sin Your leader on. relations 
















































fails c to xs codi dc key question: 


‘the western nations, especially 
Britain and France, towards Ger- 
man reunification? This has 





prospect of a reunited Germany 
nthinkable. : However, the 
ovement towards a single mar- 
in the EEC and the radical re- 
nking of Soviet policy to- 





again to raise the issue. 


je same. unambiguous. bonds 
with the West as do Britain and 


T € so seductive to many 
Wert Germans. That is also why 
~ West Germans must be offered 
- something more seductive by the 
.. West—the hope for some move- 
ment towards 
within the context of an ever 


capitalist European Commu- 
nity. Otherwise, West and East 
Germans may just consider a 
eutral central-European block 
s their expression of national 
vereignty. 

— This is, in my view, the central 
foreign-policy issue over the 
next five years. Britain's much- 


* 
Ld 
o8 n 
he 
# 


: PL eseossncesreerer ee erre a 


ned iesus the as week December andthe Wat week in January) by Th Economist Ne aes 


what should be the attitude of. 


been avoided since 1945 because 
soviet obduracy has made the 


ards the West threaten once | 


West Germany does not enjoy 


France. | Indeed, the oss and 


reunification 


more integrated, democratic, 


3 Please enter a scr for 1 year. | enclose payment of —-.....-c-nncssesesensennnvetsemsensaninaennennisientesnis 


vaunted pragmatism in foreign 
affairs should now start to ad- 
dress it. 

London Pup DODDS 


n 


| On the take 


' Sig —1] have often been in situa- 


tions in West Africa where a 


 bribe seemed either "normal" or 


unavoidable (eg, to get through 
airport customs without break- 
ing the immigration rules). 

You say (November 19th) that 
civil servants should be paid 
more. Indeed, they are often 





paid so badly that one wonders 
how they can make their living 
without taking bribes. However, 
looking at the rather weak bud- 


gets of most third-world coun- 
tries, how can these countries af- 
ford to pay their civil servants 


higher salaries? 


Freiburg, 


West Germany L. pense 
| a a 


The abortion pill - 
Sir—Murder, by its very nature, 


is inescapably "private". "Pri- 
vacy , by common consent, is 


wesnsooeesusnsunsecsussasnesnersnsusoneneososensovoneneateressusensenecssnessees 
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excuse dor una ce 


icceptap | 
("France's abortion. "pill", No- 


vember 5th). The fact that a 
murder takes place in private 
thanks to a pill can therefore 
hardly be construed as morally 
defensible. 

The baby in the dur al- 
beit tiny, is killed by the action 
of the pill and the result is a 
moral and civil liberties’ night- 
mare. You owe it to your publi- 
cation to face up to absolute 
moral realities. 

London CHARLES CoLcHEsTER 





Dublin's two-sided Trinity 


Si&—In your article on Trinity 
College, Dublin, you say (No- 
vember 19th) that [in 1916] the 

‘the British army was welcome 


to set up its 18-pounder guns in . 


the college squares, the better to 
blast the rebels outside." Since 
Trinitys squares were sur- 
rounded by very tall buildings, 


such blasting must have been a` 


poor tribute to British intelli- 

gence. No wonder they packed 

up and left a few years later. 

Winnipeg, 

Manitoba J.C. GoucH 
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Israel and Judaism 


Sin—You are less than half cor- 
rect when you assert (November 
12th) that “Judaism is not a uni- 
versal religion . . . but a national 
one". As you say, many ortho- 
dox Jews are obliged to live in Is- 
rael or at least to be buried there. 
But most of us are not orthodox 
and are under no such obliga- 
tion. We consider our own coun- 
tries and not Israel to be our 

“promised land", and we have 
moved through the ages, as have 


most other adherents of western _ 


faiths, accommodating ourselves 
to change. 

What you say about ' ‘Jews [be- 
ing persuaded] that their destiny 


was to step out A history while 


waiting passive ly for redemp- 
tion" makes a mockery of the 
millions of Jews who have taken 
the future actively in their 
hands: fashioning new art forms, 
disclosing new scientific truths, 
fighting in their countries’ bat- 


. tles or simply taking care of their 


neighbourhoods' ills, just as 
Dorem people do. 


MARCIA Finn e 
The American Council 
for pis : 


New York 
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at my se iv and 
many more delving through the 
bible and post-biblical Jewish 
studies, I had been assured that 
Judaism was a universal religion. 
Indeed, the prophets seemed tc 
have given both Christianity 
and Islam the idea. These reli 
gions are generally called th« 
daughter religions of Judaism 


- And all three are referred to a: 


universal religions. 
Miami, Rassi H. BAUMGARI 
Temple Beth An 


Euroschools 


Sin—Your idyllic description o 
the European School at Culhan 
(November 19th) does not re 
flect the bureaucratic reality 
the Communitys nas 
school. system. The Euro 
School here in Luxembourg re 
sembles a factory for neari 






3,000 pupils. In common witl 


the other eight schools, it is ru: 
by layers of anonymous and ur 
accountable committees fron 
the 12 member-states, with lite] 
knowledge of or interest in th 
needs of the pupils or their pa: 
ents. Thus, contrary to the situ: 
tion you describe at Culhan 
40% of those who are entitled $ 
send their children to the Lu: 
embourg school do not actual: 
do so. High academic standar& 
are, as you imply, partly achieve 
through good and committe 


teachers, but also through tk 


simple expedient of expellir 
those pupils who are not e 
pected to make the grade. _ 

Luxembourg STEPHEN McCARdM 















The latest Special Report No. 1164 


-IRAN AND IRAQ 

Building On the Stalemate 

How promising are economic prospects: 
in Iran and irag in the light of their 
ceasefire? This report, offered in 
conjunction with Report No 1083, iran 
and iraq: The Next Five Years, re- 
examines the political outlook on both 
sides, compares the resources they are 
likely to have availabie for 
reconstruction and discusses the 
implications for suppliers in the period- 
to 1993. 

Price of the two reports together including - 
postage: UK & Europe £120; North America 
US$255; Rest of World £123. 


The Economist Intelligence Unit 
E iae New York NY 100 


London WIA TOW, UK. 
i Tem grano CUN | Tae em 460-0600 


























search Associates (NERA) is re- 
ional economists at all levels to join its 
rà inding London office. Current assignments 
clude challenging problems in the fields of privatisation, 
:gulation, public policy, competition policy and general 
| commercial and strategic analysis. UK and international 
| clients include a wide range of government departments 
| and agencies, public utilities, and businesses engaged in 
|. manufacturing, energy, transport, leisure and media and 
L, communications. 2 | 
Wy We are looking for first class economists able to provide 
|. sound and effective advice on economic issues, to develop 
innovative approaches to the client's problems, and to 
work effectively with other professional advisers on legal 
| and financial, as well as economic questions. — | 
| Please write in the first instance to John Rhys, NERA, 18 
. Park Street, London W1Y 3WD, including details of 
_ qualifications, experience and present salary. | 
Natwnal Economic Research Associates 
A Marsh & McLennan Company 




































International Red Cross and Red Crescent Movement 


.. VICTIMS OF WAR 


... Today, 9 out of 10 war victims are civilians. Most of them 
are women and children. 
Starting in 1989 and culminating in 1991, the Movement 
will launch a world campaign aimed at providing them with 
protection, promoting their rights and easing their suffer- 
ing. The Movement seeks an experienced | 


|. CAMPAIGN 


based in Geneva, with the following qualifications: 
Exceptional management, diplomatic, fund-raising and 
< communications skills 
. * Atleast 5 years international experience at senior level 
*. * Fluent English and French | 
.. A 3-year contract will be offered, with salary and allow- 
. ances reflecting the seniority of this appointment. The 
successful candidate will be expected to commence work 
. by1 May 1989. | : | 
Further information from, and applications (by 21 . 
January 1989) to: Victims of War Campaign PO Box 
372, CH-1211 Geneva 19, Switzerland (Phone: Geneva 
95.80, ext 304). 












| end contributing to further development, willing to. 


Detailed CV's, indicating time of availability, present 
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The Agriculture Bank of Papua New Guinea invites 
—— for various two (2) vacancies in its head 
office, Waigani and regional office 
The Agriculture Bank of Papua New Guinea is a 
development bank under the National Governmen 
of Papua New Guinea with a head office, 4 regional. 
offices, 10 branch offices and 21 representative 
offices of which 5 will be opened in 1989. The bank is - 
involved in agricultural as well as commercial and. 
industrial lending. Loan approvals in 1987 came to 
3.700 loans for K32 million. v HE 
Because of growing activities and increasing loans - 
rtfolio the bank needs to fill various positions in. 
both head office and regional offices. Basically two 
types of specialists will be required, who both will be — 
involved in project appraisal and project monitoring. _ 
AGRICULTURAL SPECIALISTS with a degree in tropi- 
cal agriculture and capable of producing financial 
cashflow forecasts as part of project appraisal as well 
as giving technical advice on husbandry techniques _ 
(emphasis: coffee: cocoa, oil palm). C MB 
FINANCIAL/ECONOMICS SPECIALISTS with a uni- 
versity degree in finance, economics or similar and 
preferably development bank or commercial banking 
experience. In some cases outstanding practical ex- 
perience can replace university education, eg, in an 
arrears section in head office. __ | 
Both categories of personnel will also be involved in - 
staff training, both on the job, in workshop and 
classroom. Candidates must be active personalities | 
capable of quickly absorbing of existing procedures | | 





























































travel. Preferred age: 25-35 years. Experience in 
development or commercial banking and familiarity 
with micro computers, particularly spread sheet anal- 
ysis, is highly desirable. 

The bank offers 3 year contracts, plus 24% gratuity, 
subsidised housing, school fees, repatriation, 6 weeks - 
annual leave with airfares for self and family paid 
once every 18 months to home country (or once 
every 12 months to Australia/New Zealand). 


salary and names of two referees are to be submitted 
before 18 December, 1988 to: 

. The Manager, | 
Agriculture Bank of Papua New Guinea 
PO Box 6310 
Boroko — NCD 
Papua New Guinea 















] dependent children. 







Department of Minerals and Energy 
Papua New Guinea 


. ASSISTANT SECRETARY 


. MINERALS AND ENERGY POLICY DIVISION 


The Minerals and Energy Policy Division of the Department of Minerals and Energy 
is an interdisciplinary team consisting of eighteen professionals involved in polilcy 
analysis, ptoject evaluation and programme management in Papua New Guinea's 
rapidily growing minerals and energy sectors. Reporting to the First Assistant 
Secretary, Policy and Co-ordination, the Assistant Secretary has broad responsibil- 
ity for analysis, development and implementation of national policies with respect 
to mineral resources, petroleum resources, rural energy development, and energy 
demand. Management duties also include staffing, preparation of budgets and 
overall administration for the Policy Division. 


Applicants should possess a higher degree, preferably in Economics or. related 

discipline and at least seven years’ protessional experience in resource policy of 

- planning, either in industry or. government. Experience in policy preparation, 
~ particularly in petroleum. an minerals issues, is considered essential. 


1 Salary: K35,125 per annum (Kt .00 = US$1.20) plus gratuity. 


< Benefits: Three year renewable contract: Almost rent free accommodation. Airfares 
-paid to and from. PNG. Relocation assistance. Six weeks’ annual leave. Leave fares 
. to home country once. Curing contract. Generous education subsidies for two 



















| Written appicapon shouid be sent by January 15, 1989, to: 


| Mr Dave Evesson, 
First Assistant Secretary, 
^ A. Policy and Co-ordination, 
Department of Minerals and Energy, 
. POBox352, 
Konedobu, Papua New Guinea. 
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Located in north-east Swaziland, the Mananga : 
Agricultural Management Centre is an international, post- . 
experience Management Development Institution with an — 
agricultural bias catering for middle and senior managers - 
from developing countries. Over 2000 managers from 51 
countries have attended courses at Mananga and also in 
their own countries as participants in MAMC's outreach 
programmes. The objective of MAMC's residential and 
outreach activity is to meet the market demand for highly 
effective and well-motivated managers in both the public 
and private sectors. 

To keep pace with the growth in demand for 

 MAMC' services three new Senior Lecturers’ posts are - 
being added to the academic faculty which will increase 
from six to nine. 

.. Applications are invited from suitably qualified and — 
experienced. personnel with specific expertise 
in the following areas: financial management; . ,.. 

. human resource management; rural develop- . | 
ment; strategic planning; management 
-. consultancy; use and application of computers. 
x . Formal. qualifications should include a 
- relevant degree. A post- dece qualification 
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“UNI VERSITY OF MUNICH | 
FEDERAL REPUBLIC OF GERMANY 


1. The Faculty of Economics announces a Professor- E 
ship (C4) in Economics with emphasis upon Economic 
Theory. 


This chair is open for immediate occupancy. 


The tenant of this chair will have main responsibility i in 
both introductory and advanced economics, as well as 
in research. A desired specialisation would be in macro- 
economics, but other specialisations are RéGeptaure as 
well. 


2. A second chair will be gala in the summer 
semester of 1990: 


A professorship (C4) in economics with special empha- 
sis on international economics. 


The conditions for candidates for both professorships 
are completed University degrees, pedagogic aptitude: 
a doctorate and a qualification equivalent to : 
habilitation. 


Competence in German is required. "Candidates must 
be under age 52 at the time of appointment. 


Applications with the usual supporting documents 

(curriculum vitae, academic marks, documentation of 

degrees, bibliography) should be sent by January 9th, 
. 1989 to: 


Dekanat der Volkswirtschaftlichen Fakultat, Ludwigstr. 
28/1! Rgb., Zi. 321, D-8000 München 22. 








JIOR LECTURERS 
MANAGEMENT 


3 POSTS 


would be Jesii though not essential. As important is 


 anability to undertake a variety of responsibilities and the 


confidence to work with experienced and mature. 
managers. Management experience at senior level, espe- 
cially in: developing. countries, will thus also be an 

advantage. While the working language of MAMC is 

English, the faculty is international and at least one post 

will be filled by a Portuguese speaker. 

Appointments will be with MAMC on a two-year 
fixed-term contract in the first instance. The remuneration 
package includes a competitive salary, annual leave with 
free passages, a high standard of housing at a nominal 
rent, education allowance, free medical cover and a ter- 
minal gratuity. 

Interested applicants should send a detailed CV by 
first dass airmail, and marked ‘Confidential’, to: 
The Director, Mananga Agricultural Manage- 
. ment Centre, PO Box 20, Mhlume, Swaziland. 
| Closing date 14th January 1989. ! 

interviews will be held early i in 1989 in 
either the UK or Swaziland whichever is the 
nearer Venue. Alt applications will be 
acknowledged. - 


MANANGA AGRICULTURAL MANAGEMENT CENTRE: 
BVAZILANO 


HE ECONOMIST DECEMBER 10 1988 















Your own talent has already taken you a long way. 
You've been tipped for much greater success. 
Unfortunately vou're not alone and the 
competition is hot on your heels. 
There are sull some hurdles to overcome. 
7 The Accelerated Development Programme could 
be just the boost you're looking for. 






Four short weeks that will prepare you 
-for theyears ahead. 2 
. The Accelerated Development Programme at 
London Business School lasts just 4 weeks. —— 
Four weeks that represent the 
distillation of many years' experience of 
"business practice. 

It is designed to address the three major 
areas of management competences — technical, human 
and conceptual, 

Technical competences provide the breadth of skills managers 
require to operate successfully. Human competences help participants 

_ develop the interpersonal skills that are necessary to create successful 
change. Conceptual competences provide the important overview that 
potential senior managers need to acquire. 

The Accelerated Development Programme is an initiative away 
from the traditional, longer all-embracing management programmes. 

It is designed to provide the central pillar of a carefully structured 
"personal portfolio of development that can be chosen by the individual. 
-or by his company. . 

This represents an entirely fresh concept, allowing participants 

choice and flexibility in their approach to management training. 


A new philosophy from an established business 


school. 


Although the Accelerated Development Programme is 
completely new, it is offered by one of Europe s most established 
business schools. 

To participate in this programme you will be part of an elite 
group who have already achieved considerable success in their chosen 
fields. | i | 

As such, you will be discriminating and demand the highest 
standards of an academic institution. 

Naturally, London Business School will not disappoint you. 

Our resources are counted among the world’s best, and we offer 
one of the largest business research facilities in Europe. 

We have a unique expertise in the areas of finance and investment, 
through close links with the City of London, a leading financial centre of 
the world. 

And our Centre for Economic Forecasting is internationally 
acclaimed. 


Prepare for the jungle. In the park. 


London Business School is based in a Regency building set in one 
of London's most beautiful parks. 










But on the Accelerated Development Programme you will be 
surrounded by the latest technology as much as by the greenery. 
Every participant has access to micro and mainframe computers, 
and to the school's. library — which is one of the UK's biggest 
subscribers to on-line databases. 
In preparing for the business jurigle, we believe you need all che 
weapons we can give you. 


Send for more information. 

For more details of the Accelerated Development Programme, 
talk to your Personnel or Human Resources Manager. Or simply filli in 
the coupon below and send it to us. _ i 

We can't guarantee you a position in top management. But we To 
certainly keep you one jump ahead. 

To: Dept of External Affairs, London Business School, Sussex Place, 
Regent's Park, London NWI 4SA, U.K., Tel: 01-262 5050 
Fax: 01-724 7875 Telex: 27461 LBS KOX G. 














arrer 
































Name: Lig IL UECUN E 

Job title: PENE EA EARE EAE PNEU EREE te TE PA "n 

Company: RENTES 

Address: n MAA | UNS ERU NEIN. 
Tel: E 

Pleasesend medetailsof:— Accelerated Development Programme L 


(Pleasetick appropriate box.) AllExecutive Programmes L 


Ld 
































LONDON BUSINESS SCHOOL 








Where will future generations appreciate the 
system you opt for now? In their homes and 
workplaces? Or somewhere more public? 

Safe-guarding for the future means getting 
it right. Right from the start. 

Which is why you should be talking to Alcatel. 
Because what better start than a network solution 
from the most experienced, most resourceful name 





in the field? Moreover, its reassuring to know 
that you can also benefit from something only we 


can offer Public Network Systems. Our tota 
capability over the entire spectrum of public 
switching. From the supply of complete network 
systems, including ISDIN products, Public Switching 
Systems Alcatel E10 and System 12, Packet anc 
Circuit Switching, Value-Added products, Cellula 
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well end up in the wrong public building. 
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Radio networks and Intelligent networks, to the 
essential training of staff. 


And come the next century, Alcatel will be 

right there with you. (Our 1 billion dollars a year ALCATEL 

in R&D should help see to that.) PUBLIC NETWORK SYSTEMS 
So no matter how fast and no matter how far 


technology goes, your system will always be out 
there in front. Never behind glass. 





Alcatel n.v., World Trode Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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THEY WOULD BE 
FEELING RATHER 
MORE Buoyant IF 
THEY WERE USING 
TRADED OPTIONS 





in this era of intensified cornpeatition 
your ability to control risk is vital. Wet 
tere is only one investment tool that is 
flexible enough to control risk whatever 
the situation may oe Traded Options 
These are now an essential part of 
every imsttutonal investors armoury 
Traded Options ensure that you are 
able to fully participate in a4 sing 
maket and hedge against the risk of 
a decline. Bo even in the severest fall 
you can stil protect your earnings 
Many professionais have also found 
t^ern to be one of the best ways to 
out-perform the market, Dy writing 
Options against existing stock noldings 
and portfolio investments. $o its 
not surprising that the LONGON 
Traded Options Market has become 
the fastest growing equity derivative 
oroducts merket outside the USA 
and Europes leading traded options 


market Armor le tne productis the 








L OM N e ore opt ra ver 
Cl ead j BaQuities mG pti 

the FT-SE 100 dex. Bo why ot see 
NOW Quickly you ai Hind Out about 
A45311CI OU e Dy rogii St “J furtme! 
deta "Tre, luge the LTOM brochure A GUIDE TO TRADED 
! ONS and details of the LIOM video, the option analysis and 
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THE LONDON TRADED OPTIONS MARKET e THE MARKET TO MANAGE RISK 





The other Gorbachev 


T IS as if there were now two Mikhail 
Gorbachevs. Gorbachev West is doing 
splendidly, producing ever bolder arms-cut- 
ting ideas, convincing many westerners that 
Russia is a benign power; this week’s con- 
tribution was the one-sided slicing of half a 
million men out of the Soviet armed forces. 
Gorbachev East is in huge trouble, struggling 
to keep his empire together and failing to con- 
ce his people that perestroika will work. 

e earthquake which struck Armenia on 
December 7th cut short the triumphant trav- 
els of Gorbachev West. It also added to the tribulations of 
Gorbachev East. If they get much worse, sooner or later there 
will be no Gorbachev at all. 

Many other sorts of earthquake threaten in the year 
ahead. Mr Gorbachev will have to cope with the conse- 
quences of the Soviet Union’s first outright military defeat: in 
February Soviet soldiers are meant to be out of Afghanistan, 
and their puppet government in Kabul is then unlikely to sur- 
vive. His generals’ grumbles could become growls if he 
squeezes their budget too much as well as taking away lots of 
their tanks. In the spring come elections to the new Soviet 
parliament; expect another showdown with party conserva- 
tives over who can be a candidate. Everybody assumes that 
the parliament will appoint Mr Gorbachev to the new job of 
executive president. But a challenge cannot be ruled out. 

Then there are the strains of empire. So far Mr 
Gorbachev has been spared a rupture in his outer empire, in 

tern Europe; yet such are the pressures building up in 
countries like Hungary and Poland that an explosion could 
come at any time. Meanwhile the crisis in the inner empire— 
bloodletting between Azeris and Armenians, bolshiness from 
Balts—grows deeper. Mr Gorbachev hopes that a Central 
Committee meeting in June will help sort out the “national- 
ities question”’, but he cannot wait until June to stop the kill- 
ing in the Caucasus. Nor can he afford to wait while trouble 
spreads to bigger republics, such as Kazakhstan and the 
Ukraine (see page 57). More dangerous still is the possibility 

tof a backlash (like the Serb backlash in Yugoslavia) from the 


country’s strongest nationalism of all: the Russian sort. 


Werestroika in peril 

Wnlike riots in Azerbaijan, queues in Omsk or Tomsk do not 

make compelling news. Yet it is by the length of the queues 

hat most Russians will judge whether perestroika is working 

E And here the news is terrible. Few people in the West 
ve realised quite what a mess Mr Gorbachev's economic 

reform is in. From the beginning of next year, the whole econ- 
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Economi 


omy is meant to be operating on the new sys- 
tem of “self-financing”. In reality, the new 
system has vital bits missing and cannot yet 
work (so is rapidly discrediting the whole 
"restructuring" process), while the upheaval 
makes the old system even more inefficient 
than usual. cs 
This could dwarf Mr Gorbachev's other 
worries. He has raised people’s expectations 
of a better standard of life, but perestroika’s 
main economic effect so far has been to make 
it worse, by increasing inflation. This is now 
unofficially reckoned to be rising towards 10%, fuelled by a 
budget deficit which is much huger (about 11% of GDP) t an 
America's (under 3% of Gpr). For all its faults, old-fashioned: 
central planning has its attractions: stable prices, job security i 
egalitarian (if miserly) pay. Now Mr Gorbachev is destroving 
these benefits without putting anything better in their plac 1 
Pain is part of any big reform. It is bearable so long as it is 
recognised as part of a cure. The trouble is that the two main 
prescriptions proposed by Mr Gorbachev are starting to look 
too feeble to cure anything. Consider what is happening both 
on his farms and in his factories. | 
Desperate for something to show in the shops, M 
Gorbachev believes he has opted for boldness to boost farm 
output. He wants to make farmers "masters of the land” 
again by offering them leases of up to 50 years. This amoun s 
to privatisation. It worked wonderfully in China. It may flop 
feebly in Russia. The reason: unlike China, the Soviet Union 
has hardly any peasants left; the peasantry has bee 
collectivised into a rural proletariat. Soviet sociologists are 
discovering to their dismay that the response to Mr 
Gorbachev's leasing offer may be mass indifference; as few as. 
1-2% of farmers seem inclined to swap their current security 
for harder work and the possibility of greater reward. 
The bid to give factories more independence is also stall- 
ing. The key, everybody recognises, is price reform. Until fac- 
tories have the freedom to set their own prices, their other 
freedoms will mean next to nothing. Yet price reform is being 
delayed. The planners will probably manage to fix new factory 
prices (for example, raising energy prices by nearly 100%) in. 
time for the start of the next five-year plan in 1991. But the 
change that is far more badly needed—letting the mar et 
have a serious say in negotiations between suppliers and 
tomers—still looks remote. As for the reform of consumer - 
prices that was also meant to be ready for 1991, this could be 
delayed indefinitely. Even the most reform-minded Soviet 
economists have started to argue that freeing consumer prices 
now would be too dangerous: the outrage against a further 
ut 
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On his own adus: Mr Carbas seriously RE 
ated the depth of Russia's economic woes. It will be years, 
erhaps another decade, before perestroika shows real results. 
uring that time Mr Gorbachev faces a huge problem of 
redibility at home. His decision to cut half a million men out 
f Russia's army, releasing money and labour for the civil 
conomy, was born of this weakness. 
© Can he survive his many difficulties? His instinct so far 
s been to press ahead with still bolder policies rather than 
reat behind safer ones. His sidelining in October of his 
ief rival, Mr Yegor Ligachev, was masterly. For the moment 





mpany brands: are worth something, but only what they add to profits 


"C3 RANDS used to defeat rustlers. Today they mesmerise 
LÀ hustlers. Last week RJR Nabisco’s collection of Winston 
arettes, Animal Crackers and other famous names was sold 
$25 billion—nearly double what has ever before been paid 

a company. The advertising jingles that people hum, and 
names (Hoover, Perrier, Xerox, Coke) they seize upon as 
horthand for everyday things, seem to translate into ever- 
arger billions. But in at least one respect this infatuation with 
grands is becoming unhealthy. Companies now feel obliged 

o convince shareholders that brands are assets, as solid as 

bricks and mortar. 

- Ranks Hovis McDougall, a British baker, now lists £678m 
1.2 billion) worth of brands on its balance sheet alongside 
sh and property. Other British and American companies 
e rumoured to be about to follow suit. Mr Martin Sorreil’s 
pp Group is even thinking of chalking up a value for the 
ime of its J. Walter Thompson advertising agency. Because 
vals and raiders are willing to pay so much for brands, the 
gument goes, management should put brands on the bal- 
ce sheet to remind shareholders of their company’s value. 
he ploy can only add to shareholders’ confusion. 

Balance sheets have become confusing since accountants 
vegan in the 1970s to estimate values for assets. As inflation 
ared, the historic cost of an asset no longer reflected its 
sent value. By using "current-cost"' accounting techniques 
to update values, it was hoped that managers and sharehold- 
s could better see the worth of their firm and the replace- 
ment costs of vital assets. Consistently applied, current-cost 
accounting might arguably have done just that; but firms now 
ix ad-hoc current-cost accounting with historic-cost ac- 
unting. They have thus cooked up books that show neither 
ear record of costs incurred nor a credible assessment of 
orth. A stab at putting value on brands will make those 
ooks still more opaque and less credible, for assigning 
rands a cost or a value is devilishly hard. 

< No company wants to be precise about how much its 

brands are really. worth (RHM stresses that it could sell its 

brands for "much more" than £678m and that this valuation 


based on a. complicated " ‘current-cost’ formu la). Why the 

















There Is No Alternative to perestroika. 

For the moment. But note the ap ER bien Mr 
Gorbachev's message to the West ("Trust me, because my re- 
forms are irreversible") and the warnings he increasingly 
gives at home (“Battle on, comrades, or our reforms could 
fail"). Those reforms still depend to an alarming degree on. 
one man. Alternative leaders are ready, alternative policies 


can be found: a robust reimposition of central authority 


would fit all too neatly into the Russian tradition. Admirers 
of Gorbachev West would be wise to remember the lesson of 
Gorbachev East: perestroika is not yet irreversible. - 












coyness! Baas a full, well-argued valuation would put a 
"fair" price on RHM for bidders. As for an "at cost" ap- 
proach, the cost of establishing a brand is inseparable from. 
the overall cost of running a business. Advertising increases 
or maintains brand awareness, so should all advertising ex- 
penditure be a balance-sheet asset? If so, what about the ex- 
pense-account lunches of salesmen? 


Nice little earners, not assets. 


At first glance the case for jotting down a value T brands 
bought via takeover seems stronger, because a value is im- 
plicit in the bid price. Today's accounting standards require a 
predator to lump brands in as "goodwill"—the difference be- 
tween the price paid for a firm and the book value of its assets. 
And in America predators must depreciate goodwill—painful 
for the acquiring company’s earnings, and illogical when ap- 
plied to brands, which, unlike machinery, can increase their 
value with age. A British firm can write off goodwill at a 
stroke against the shareholders’ equity on its balance sheet— . 
which is painful for its net worth. Painful, but appropriati 
Though it may be tricky to explain why a much-touted take-- 
over has decimated the shareholders’ equity, this reflects the: 
reality—that management has traded cash in the hand for the 
uncertain prospect of cash to come. 

The best place to suggest how much brands may be worth 
is the income statement. If brand-enthusiasts are really seri- 
ous about telling shareholders more, let them say how much 
each of their brands has earned recently. If these profits have 
grown steadily, the stockmarket will regard them as "quality" 
earnings and rate the company more highly. A ten-year 
record of the profits from Crunchy Crackers is surely more. 
impressive than a vague present "value" conjured up by ac- 
countants on the basis of uncertain estimates of future sales 






and the future cost of money. 


Persuading the stockmarket to appreciate. brands is a 
problem of investor relations, not of accounting. Putting an. 
asset value on them is counting one's chickens pelore they are 
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complication 








Southern African > or 


HEER up, | p 

still in pros The: negotiations between South Af- 
rica, Cuba 2nd Angola have hit a peculiarly African snag, but 
the superpowers are still playing guardian angel, so the snag 
may be less than fatal. 
=: After seven months of MERRE, the negotiators had 
oved to Brazzaville to sign the agreement that would get the 
uth Africans out of Namibia and the Cubans out of An- 
gola. Mr Chester Crocker, the American lion-tamer, had the 
‘South Africans ready to jump through the hoop. His Russian 
opposite number was there to whip in the Angolans and the 
Cubans. Then Mr Pik Botha, South Africa's foreign minister, 
Mi a side-trip to Kinshasa to see Zaire’s President Mobutu 
Sese Seko, and on December 3rd called off the signing. He 
wanted a new way of checking on the Cuban withdrawal from 
Angola, saying his country would not be satisfied with in- 
formation passed on by the Americans. 

. South Africa has reason to be nervous. Its bii stick for the 
whole region has been the string of bases its army has set up in 
the Caprivi Strip. The Caprivi Strip is part of Namibia. If 
Namibia becomes independent, South Africa's forces will 
have to shift 800 miles southward, to Walvis Bay, from where 
they could no longer intimidate a deCubanised Angola. 

- Angola's worry is internal. It is poor because its govern- 
ment has pursued Marxist economics, while fighting a war in 
alliance with. people who insist the economics be persisted 
with. The country’s rulers now seem half-converted to better 
sense. They will probably move faster towards it when the 
Cubans leave. Their worry is Mr Jonas Savimbi and his UNITA 
guerrilla movement, which wants at least a share in Angolan 
power. The South Africans give arms to Mr Savimbi through 
:he Caprivi Strip. When the South Africans leave the strip, 


ocard off the rocks? 
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AT to make of France? Glorious Paris clogs up for 
- several weeks as its transport workers go on strike. A 
minority Socialist government seems almost as paralysed as 
me Metro has been, while the Communist party holds the 
walance of power in parliament and makes most noise in the 
mrike. Echoes of les événements in 1968? Of strike-bound 
Britain in 1978? The fanciful might even imagine, with all the 
ilk of the Revolution’s bicentennial, that the ghosts of 1789 
ye never really been banished from the land. 

More prosaically, this autumn's events seem to confirm 
icture that many outsiders have of France: somewhat 










la ing has been sidetracked, not derailed 


le NET in ues Africa is- 


his supplies are South African, more American. 


Btriking Communists could be a gift to France's prime minister 


































that must stop. The Sud ries had hoped th 
Americans. would take over the arming job. Mr Savimb 
been getting American help since 1974. He has plenty« 
port in Angola, mostly in its southern part. He is also liked 
America’s Congress. Recent visitors have noted that fewer 


The American supplies arrive through Angola’: s 
northern neighbour, Zaire, thanks to the co-operation. 
President Mobutu, who is deeply in debt and in default on. 
foreign loans. The Americans have long held their noses a 
subsidised his erratic regime. Last week Mr Pik Botha fou 
Mr Mobutu more unsettled than usual, because of a row: 
his main European supporters, the Belgians. Belgian news] 
pers have been saying that Mr Mobutu is a oe which 
is, and that he pockets aid money, which may also be tri 
The enraged president therefore refuses to service his Belgiar 
debts. If he stops paying, America’s aid rules will disbar. 
from further American aid. If he were not paid, UNITA’s: 
would not get through Zaire. That scares Mr Savimbi and. 
supporters, Prom South Africa. 


Cubans can t walk alone 


Confusion, alarm. Now look at the deeper facts. The Sou 
-Africans can hardly stay in Namibia, for fear of a tightening 
American and European sanctions against them. Mr F 
Castro may think Mr Mikhail Gorbachev a wet liberal; 
the Cubans cannot run their African adventure alone, and 
the Russians want them out. South Africa and Cuba are over 
extended. The United States and Russia want to show : 

co-operative peacemaking can be pulled off in this part of 
world. Namibia can yet be free of South African soldiers, a: 
all southern Africa of Cuban ones. 


brittle, sidus keen to take its politics on to the street 
ported by an economy that has periods of disciplined streng 
(1958-73) but is inclined to stagflation (1950-57, 1973 
date). It needs a de Gaulle, and doesn’t have one. ; 
This time, the image does not fit the facts. Strikes 
France are nothing new, but nor are they endemic. In the pa 
five years France has come well down the league of time - 
through industrial disputes, behind seemingly calmer pla 
like Canada and Denmark. Paris's trains and buses 
soon be runníng again. If Communist unions join other: 
are willing to settle, Parisians will soon look back or 








ys with a Gallic shrug and a twinge of irritation. 
~~ Yet there is more to the strikes than that. They came 
about through a peculiar and unexpected combination of 
economic strength and political weakness. For the economy, 
1988 has turned out to be a year of faster growth and slower 
flation than anyone had supposed. France's GDP has in- 
creased by about 342%, its biggest rise since 1976. Consumer 
prices rose by only 396 in the 12 months to October. Unem- 
ployment has been falling, profits surging, investment enjoy- 
ing its third year of sunny growth after a long frost. 
© The good news has not gone unnoticed. The trade unions 
ave watched the tax revenues pouring into the govern- 
ment's coffers, and claimed that it can afford to pay more to 
ie 442m public-sector workers. The government's response 
$ been the right one—this is no time to throw away the 
rifices of several years—but it has been voiced from a posi- 
n of unforeseen weakness. Six months ago Mr Francois 
terrand had just been triumphantly re-elected as presi- 
xt. His Socialist party seemed set to win a parliamentary 
jority, ending the workable but unsatisfactory division of 
wer that the French called cohabitation. 

Instead, the Socialists now run a minority government 
hat is slightly more workable—but turning out to be almost 
s unsatisfactory, because it is fraught with uncertainties. Can 
Ar Michel Rocard, a man from the right of his party, keep the 
*ft-wing Socialists on board? Will the Communists vote 
gainst the government, thus ensuring its defeat? Does Mr 

Mitterrand really support his prime minister? Or is the presi- 
dent retreating from the business of governing into the more 
agreeable task of presiding with dignity? Is he anyway sick? All 
this may be just gossip, but it is unsettling gossip. 





Policemen most dear 


Britain’s bobbies are inefficient and expensive. A suitable case for Thatcherism 
3 ein pe | 


YNDER Margaret Thatcher, most of Britain's public ser- 
J vants have been taught not to bother claiming that their 
rvice needs more money, unless they can show that it is 
g spent wisely. The exception is the police. Since 1979 
ding on the police has risen by 5296 in real terms— 
nly because policemen have had big pay rises, and because 
olice forces have been given extra men as crime has risen, 
egardless of their success in solving it. 
- That success has not been growing. The proportion of 
times cleared up fell from 37% in 1983 to 33% in 1987. This 
may be partly because more crimes were committed, but there 
sre management weaknesses as well. Fingerprint services, 
ys the Audit Commission, could catch 5096 more crooks if 
ey were run efficiently. The Policy Studies Institute recently 
found that policemen on patrol in Hampshire spend a third 
of their time doing nothing in particular. — — — 
^. Policemen can cite plenty of reasons for being treated as a 
- special case. The demand for their service is growing and un- 
_ predictable. They need to be available to react to incidents 
round-the-clock, sometimes with great courage. Their own 





















bravely liberalising its financial system, and dismantling ex- 
change controls. This makes a lurch into reflation impracti- 
cal, which is reassuring; but also requires that the government 
be purposeful if it is not to have Frenchmen scurrying into 
gold and D-marks while foreigners shun the franc. 


al 





The strikers’ silver lining 


‘It is not easy to seem purposeful when your capital city is traf 


fic-jammed. But it is not impossible, particularly if Mr Rocard 
welcomes a few more strikes this winter. That is one paradoxi- 
cal lesson from Margaret Thatcher’s Britain, where almost all 
the strikes since 1979 have turned out to be a blessing. Each 
one has allowed the government to show that the British dis- 
ease was being given different, harsher treatment. 

If Mr Rocard could pull off the same trick, he would do 
much to improve the picture of France. He would not need to 
raise interest rates to support the franc, for foreigners would 
see each strike as proof of further purging. And he would 
reinforce in the industrial field what has already happengg 
politically—the rout of the Communists. 7 

These are big prizes for France, but especially for the So- 
cialist party. They are there to be won, even from the rela- 
tively weak position that a minority government finds itself 
in. But winning requires rather more unity than the Socialists 
have shown this year. The only person who can ask for and 
get such unity is Mr Mitterrand. He it was who patiently took 
the Socialists from irrelevance to the Elysée. If he can sustain 
his vision and his tactical skills, he can do for his side what de 
Gaulle once did for the right: seize the centre as well, and 
become the natural party of government. 
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morale and their relations with the public have to be good K 
their work to be effective. Most of these things are also true o 
doctors, but are no excuse for running hospitals badly. Ye: 
the management of some police forces has consisted of little 
more than deploying men to incidents and asking for mor 
men when more incidents arise. 

A few chief constables have recently started to behaw 
more like managing directors rather than field marshals 
Some police forces have become impressively more effi 
cient—allocating men and equipment more rationally, settin: 
more sensible priorities and hiring civilians to take over pe 
perwork from more expensive uniformed officers. Other 
have lagged badly, and been allowed to stay lagging. Thi 
Home Office has spent the past five years vigorously promos 
ing efficiency measures, but has done little to reward gooi 
performers or penalise bad ones. MED 

How can the country's 42 police forces, each hiding be 
híad the operational independence of its chief constable, b 
made more accountable for their performance? One simpl 
answer would be to abolish them, and to run the police d 
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to CHARTERHOUSE SINSUR 
Clearing barking s Merchant banking, Leasing, factoring, insisiment finance, investment insurance underwriting 
from over E40. Gevetopmenht capital, hire purchase, contract hire management Covering nrotor home 













stocKbroking and securities and travel ard credit insurance 


m FOR THE FIRST TIM 






























1988 has been a year of record variety of services and possessing a unique 
growth, with the Group's profits exceeding blend of individual cultures and skills, 
£300m for the first time, a strong perform- The Group's interests today extend 
ance which we intend not merely to sustain - well beyond those of a traditional clearing 
but improve upon in the future. Earnings per bank to merchant banking, venture and 
share are at an all time high of 67.1p and the development capital, stockbroking, instal- 
board recommends a final dividend of 9.7p, ment credit, leasing, factoring, credit card 
giving a total for the year of 15.0p per share. ————————— 
EXTENDING OUR GLOBAL REPRESENTATION m Profits increased by 57% to £ 309.2m. 


The imminent acquisition of Citizens 
Financial Group in the USA and our commer- | 
cial links with Banco Santander Group in. Dividend raised by 18% to 15p. 


æ Total income increased by 15% to £889.8m. 


a Earnings per share increased by 49% to 67.1p. 





FINANCIAL HIGHLIGHTS | : 
Results forthe year ^ karto Yearfo o  % e uias ND A hx | 
to 30th September, 1988 30.9.88 30.9.87 Change operations, travel services, insurance and 
e VM MN CMM M MEC MM C DC EE investment management. l 

Profit before taxation | £309.2 £197.2m 0. 57. P3 Fach division within the Group is 
Profit attributable to | .. successful, but it is collectively that their 
ordinary shareholders £192.5 picem | 50 optimum development can be achieved. It is 
bias £21.7bn £19.1on i3 by drawing al! the strengths of our subsidi- 
Earnings .pér.25p ordinary share ein . na -49 aries together that we can best achieve 
Dividends per ordinary share 15.0p 127p  . 18 rewards for our shareholders, 
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EON ee | | SUCCESS IN THE YEARS AHEAD 

Our goal is prudent growth, develop- 
ment and success, with automation and tech- 
nology assuming increasing importance. The 
wide variety of our markets will present 
numerous opportunities. We remain confi- 
dent in the Group's strength, its adapta- 
bility to meet these challenges and its ability 





Spain will broaden our international horiz- 
ons dramatically. The Group's representation 
extends beyond the United Kingdom to the 
financial markets of the world, but we remain 
firmly thirled to our roots with our head 
office in Edinburgh. 










WE CAN BEST ACHIEVE REWARDS AS A GROUP to succeed in the years ahead. 
Our objective is to remain an inde- Sir Michael Herries, Chairman, The 






pendent Group offering an increasingly wide Royal Bank of Scotland Group pic. 
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nnne bir retreat miis annee iHe rinm mme 


The new Law of 30th March 1988 
brings together. and codifies pre- 





| for collective i investments (UCIs). 
~ It lays down that UCIs established 
_ in Luxembourg may take the form 
~ of mutual funds, open-end invest- 
ment companies or close-end. 


ment rules defines the relation- 
ships between the three entities 
involved, namely the fund itself, 
which is owned jointly and indivis- 
ibly, the management company 
and the custodian bank. Open-end 
investment companies are joint 
stock companies, with the special 
feature that their capital is variable 
and always equal to the value of the 
company's net assets. Investors in 
an open-end investment company 
are shareholders in the company 
and thus enjoy the rights conferred 
by that status. Close-end invest- 


ment companies are conventional 


joint stock companies and function 
ina way similar to open-end invest- 
ment companies, except that 
their capital is not adjusted auto- 


matically to match their net worth. 





guran aa mtr irm rl etra er rade e ee ae maaan fa v Nat HIR ut at rc ARIA 


| SE ME 


creation of umbrella funds in 


which each compartment is man- 
aged in accordance with a specific 
investment strategy. The investor 
can exchange units in one com- 
partment for units in another. For 


little or no charge, he can thus - 


switch investments according to 
market opportunities. In so doing 
he also enjoys a tax advantage in 
some countries, since switching 


does not give rise toa realised, and 


hence taxable, capital gain. 









identity; instead, a set of manage- 


| investment products. 





——— nai ini AA paaa m maaa na a era 


The Law has a further important 
feature: it incorporates the provi- 
sionsof the European Directive of 
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scription ax of 006% of net assets 


no other tax is levied on UCIs 


themselves and no withholding tax 
is deducted from moneys distrib- 
uted to investors. 


of which: open-end 
investment companies 


* In millions of dollars. Source: Luxembourg Monetary Institute 


20th December 1985 on open-end 
UCIs whose sole object is to invest 
in transferable securities (UCITS). 
Undertakings of this kind will 
therefore be able to market their 
units in Community countries as 
and when the Directive is assimi- 
lated into their national legislation. 
They will not have to submit to 
prior authorisation procedures in 
each country, although they are 
required to respect the marketing 
rules of the countries in which they 

operate. Luxembourg is the first 
Community country to have 
amended its legislation in this field, 
alead that undoubtedly gives it an 
advantage. 


aea e rara Np tai e EET arta rer Mt eimi a aa ata arme mir 
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Apart from a very low capital con- 
tribution duty payable at the time 
of foundation and an annual sub- 
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BANKING 
PROFESSIONALISM 


asta rr uut incerto aa — 


Luxembourg s financial market 
comprises 137 quality banks of 
international standing, most of 
them from Western Europe, the 
United States of America and 
Japan. Luxembourg’s financial in- 


 stitutions have been involved in 


investment fund business for more 
than twenty years and are there- 
fore exceptionnally well equipped 
to meet two requirements of the 
Law on collective investment: 

- the assets of UCIs established in 
Luxembourg must be entrusted for 
safe-keeping to a custodian bank 
situated in the Grand-Duchy; 


| + the central administration of | 
UCIs established in Luxembourg 


| pen products aed ced by anal who in tum hae thea assurance al a solid PLN UR and a range of 


must be located in the same 
country. 


EXPERTISEOF = 
PROFESSIONAL ADVISERS 


A e i ARN ra m e im pili a pag ai tar i Hy era e rea i pate opm aerem 


The Luxembourg financial market 
comprises internationally-recog- 
nized legal, tax and accounting 
experts of international repute 
with special expertise in the field 
of investment funds. Indeed, their 
role has always been to comple- 
ment the activities of the banking 
sector. 


 RESPONSIBILITIES OF THE 
SUPERVISORY AUTHORITIES 


The Luxembourg Monetary Insti- 
tute (LMD), the autonomous body 
set up by the state to supervise the 
banking sector, is responsible for 
authorising the formation of 
investment funds and scrutinising 
the quality of their operations, 
principally from the point ol view 
of protecting the investor. The 
LMI's high standing reflects its 
long experience in this field. 


| "LUXEMBOURG: 
Seminar on Investment Funds _ 
organised on 24th - 25th November 
1988 by the Institut Universitaire 
and the Association des Juristes 
| de Banque 
(Relevarit documents will be made 
available; for any information, — | 
please ring Mme Pirot, 
Luxembourg 47 18 11) 





























rectly ka the Homé Off 
make every row about the: police into a party-political row, 
and concentrate more power in central government—in a 
country which already has too little effective opposition to a 
dominant ruling party. The one British police force under 
direct Home Office control is London' s Metropolitan Police; 
it does not come to ciency. 









Paying the piper 

Just under half 
and the rest by 3 
could be made mo: untable to both these paymasters 
without changing their present structure. The first step would 
be to strengthen local police authorities, who now shy away 
from detailed interference with the running of their forces. 
The “operational independence" of chief constables should 
be defined more clearly by the Home Office—to include inde- 
pendence over whom to arrest, but not over how to allocate 










fheir noses into such matters, partly because they need to rely 
chief constables for all their information. Her Majesty's 
inspectors of Constabulary produce annual but confidential 
reports on each force; they should be published. And recent 
attempts to define and measure police performance should 
nake it easier to identify bad management practice. 
Stronger local accountability might make chief constables 
hink harder about how they spend their money. But as long 
as so much of it—51% in the current year—is provided with- 
»ut strings from central government, their local politicians do 
aot feel much urge to deny them spending increases. At 
»resent, the most usable curb on spending comes from the 
dome Office's control over the number of men allocated to 
"ach constabulary. Too rarely does it use that power posi- 


Set dividends free 













T1 "SHOULD be no surprise that leveraged buy-outs are fast 
becoming as hot a topic in Washington as they have long 
een on Wall Street. The $25 billion LBO for RIR-Nabisco, in a 
sattle completed on November 30th, was the largest takeover 
wer by a factor of two: the price paid was equivalent to $100 
r every American—man, woman and child. That alone 
ould be enough to start congressmen thinking. But the way 
Nabisco was auctioned was also guaranteed to grab head- 

ines. Had a consortium led by the firm's chief executive, Mr 
oss Johnson, succeeded with its bid, Mr Johnson stood to 
make a personal profit of $100m. Fortunately, the company’ S 
ion-executive directors stood firm against this, accepting in- 
sead a slightly lower bid from Kohlberg, Kravis, Roberts. Un- 
Ke KKR, Mr Johnson did not plan to guarantee employees’ 

»nefits and severance pay. 

< The fuss about buy-outs goes beyond this particular deal. 
the emotional level, the mania for LBOs has reinforced 
ries about the greed and egotism that have long been at 












fice. Thar would & carry To it would tively—eg, E oboe: more sata to as. das run interesti 


vudgets are paid for by local rates, 
ry, via the Home Office. Forces 


budgets or to manage men. Police committees rarely poke 


. and agreements not to strike are commonplace in other i 


-by ordinary pay bargaining, with more money only in places 


la: change would cut American corporate debt down to size 







































initiatives, as at least two other government departments ¢ 
Schools and local education authorities which incorpo 
pet government ideas in the curriculum can apply to the 
partment-of Education for education-support grants, 
the employment department for cash under its technical ar 
vocational education initiative. Why not police forces? 

The Home Office might find it difficult to offer such c 
rots while almost all the extra cash available for policing 
swallowed up in pay rises. Since 1983-84 police rre h 
risen by 17% in real terms, but manpower by only 5%. TI 
home secretary, Mr Douglas Hurd, triumphantly announce: 
to this year’s Conservative party conference that there wo 
be 1,100 extra officers and civilians next year; but that is ju 
0. 6% of the total now employed, and many of the extra r H 
are assigned to places where there has been a rise in popu 
tion or to deal with special problems like drugs. | 

Big pay rises will continue to dominate any increase 
the police budget until the generous formula for setting po 
pay is changed. The formula was introduced in the 1970 
after policemen had been falling behind other public-secti 
professions and had given up their right to strike. Now polic 
men are among the best-paid non-graduates in the countt 


dustries. Ideally, the formula should be scrapped and replaced 


where more policemen are needed, and with a whittling away 
of police privileges. Earlier this year Mr Hurd climbed down 
on a proposal to pay new recruits less favourably; but he is 
pressing ahead with an attempt to abolish policemen's gene 
ous rent allowances, and wants to make it easier to sack in- 
competent constables. Tories who believe in more efficient 
and competitive public services should egg him on. 





home on Wall Street and are now invading corporate Ame 
ica. To many, these qualities are the unacceptable face of th 
American dream. More profoundly, the worry is also whethe 
the original good idea behind buy-outs—the need to shak 
firms up, dismember unwieldy conglomerates and ret 
their worth to shareholders for fresh deployment—is bein 
overwhelmed by quick-kill investors and by the vagarie: 
America’s tax law. But it is one thing to worry, quite anot 
to suggest workable and logical changes to that law: 

The problem is that America’s tax code favours corp 
debt over equity. Companies can deduct interest payme 
on all borrowed money, including interest paid to finat 
takeovers. They cannot deduct dividends. This makes sens 
because interest is a cost of doing business whereas dividend 
represent the distribution of profits to the firm's owners. It i 
also common practice around the world. But America add 
an extra twist: in effect, it taxes equity twice because all st 
holders pay tax on their dividend income. Britain, Fra 





















































Japan d West Gernant all of 
dividends either to the company that. pays them or to. share- 
holders, or both. - 

|^. America's double taxation is not the sole reason for LBO 
‘mania; but once the fashion caught on and investment bank- 
rs spotted the potential fees, it gave them a siren song to sing. 
‘his year perhaps 8096 of LBOs have been driven more by tax 
onsiderations than by management strategy. In the case of 
JR-Nabisco, new debt will save about $700m of tax each year. 
is is also why, on December 5th, Shearson Lehman Hutton 
nounced yet another clever way for companies to save tax 
y replacing equity with debt (see page 92). 





t s that deficit again 

e problem may be simple. The solution is not. One option 
uld be to stop allowing interest payments for takeover f- 
iance to be deducted. That might appear, as the saying goes, 
9 level the playing field. Unfortunately it would tilt the field 
n favour of foreign buyers—which economic nationalists al- 
ady believe to have unfair advantages—because foreigners 
vould still be able to deduct their interest payments. 

| The alternative is to favour dividends—by giving relief 
gainst double e taxation or, more Seances dn ae 























Taking the Brito out pt British A 
oF ORE thai 50. 000 Britons this week turned up ona cold 


' A. winter afternoon for the annual rugby match between 
Oxford. and. Cambridge universities. Oxford won, proving 
e more that free trade is better than protection. 

After a period when Oxford was regularly hammered, its 
ling. elders decided that rugby should not be another of 
r city’s famous lost causes. Pereg with the British 
xdergraduates they had been selecting, they looked to the 
olonies. This year five of Oxford's 15 players were Austra- 
in, tWO from South Africa and one each from New Zealand 
was. captain of last season's world-cup winners) and Ire- 
nd. Mixed with six Britons, this combination gave Oxford 
most convincing victory since 1909. 

'ambridge men are sniffy about this. Their side was all- 
ish—though a third of it was Welsh, which in rugby terms 
s like coming from Taranaki or Blekkiesdorp. But most of 
Cambridge’s men, like Oxford’s, were graduates. More than 
ree-quarters of the teams were taking a second degree at 
Oxford or Cambridge, and not all in subjects famous for aca- 
demic rigour. The match was a throwback to the legendary 
30s, when the Oxford forwards discussed their scrumming 
ctics-in Afrikaans. And when sportsmen could gain admis- 
on to some colleges by naming the first King of Israel, with- 
ut adding that he later. achieved a touchline conversion on 
1e way to. Damascus. 














ab idg m are e devaluing their names by making 
í on, academic merit is a less im- 


of tax. reliefo on | Ame 





\ free tr ders’ Var sity match — 


- British undergraduates in the 1970s, fewer than 30,000 cz 


© Is there a serious point in ipe — ate For some, 


fore striking a puc Though full pee vould te i llogi- 
cal, pragmatists—fearful for the immediate health. of Ameri- 
can business—may ignore that. Congress thought of making 
the change in 1984 but was opposed by businessmen. Wish- 
ing to keep control of their companies ' cash, they argued PA a 
tax regime that encouraged the reinvestment of earnings. 
Businessmen who have since been LBO'd out of jobs may rue- 
fully remember that line. 

Since double taxation of equity is the probleme that is 
what should go. The big obstacle to this, as to the more dras- 
tic solution, is the cost to the Treasury, the world's biggest 
debtor. This could be as much as $20 billion-30 billion a 
year—hard to stomach when the Bush administration is sup- 
posed to be cutting the budget deficit. On its own, that is not 

a reason to oppose change; it just shows the way the Ameri- 
can deficit cramps the reappraisal of many policies. 

The deficit must be cut, and fast; so any change in corpo- 
rate taxation will have to be phased in over several years. The 
alternative is to do nothing. But it will cost the taxpayer ever 
more if, when the economy goes into recession, there 
queue of LBO'd companies, lined up behind the farmers anc 
the thrifts, neading for bankruptcy. 
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portant test of admission than sporting skill. In America th 
interplay between supposedly amateur sport and universitie 
has produced enough corruption to do neither any good. Re 
cent scandals in the football programme at Southern Meth 
odist University, in Dallas, spread into state politics. 

Yet the consequence of Oxbridge's new recruitment po. 
icy was the finest match for years, with the largest attendanc 
since the 1940s. When the universities selected mainly pimpl 







to watch. It is killjoy to stomp on such good dirty fun becau 
a handful of students are in England for reasons other thai 
their brains. And a main point of the Varsity match shoul 
be to raise enough money from sponsors and television s 
that the next time the universities want a new gym they 3 
not have to ask a civil servant's permission. 


The locks are from Osaka 


To make the most of the opportunity, the recruiting ne 
should be cast more widely than graduate antipodeans. Tru 
Oxford has fielded Americans in the past—though the first « 
them, Mr Peter Dawkins, could not turn this to his advantag 
when running for the Senate this year. But if the universitis 
want real money they should be as open-minded as the Britis 
public. More than 1.5m Britons now watch sumo wrestling 
television, compared with just 1.3m who watch the week 
rugby programme, Next year Cambridge should Id field a size: 
up: Japanese second row. — = 5 












THE MAGHREB 


A new chance to 
put couscous on the table 


Reform is stirring in the Maghreb. 


Cautious democrats cannot guarantee 


stability unless people get jobs and food 


ORTH Africans are rewriting their po- 
litical primers. Riots in Algeria have 
forced the single party to loosen its grip. Tu- 
nisia's new president, who couped his way 
to power in 1987, has called early elections 
t April. Even in monarchical Morocco, a 
ing middle class is demanding a bigger 
voice in the affairs of the kingdom. 

The post-independence rhetoric 
of optimistic nationalism, state inter- 
vention and self-sufficiency has worn 
:hin in the Maghreb. Despite demo- 
:ratic trappings in Morocco and Tu- 
aisia, power remains concentrated 
and personalised. All three econo- 
inies are beset by heavy foreign debt, 
leclining terms of trade, population 
growth of 2-396 a year and a mass of 
inemployed young people. Small 
wonder that 55m Algerians, Tuni- 
ians and Moroccans want change. 

The surprise is that the new po- 
tical leaders who are giving it to 
them in Tunisia and Algeria look re- 
narkably like the last lot, and like po- 
icemen into the bargain. It is not 
enly in conservative Morocco that se- 
lurity men call the shots. Algeria’s 
Ew prime minister, Mr Kasdi 
Wo was ex-President Houari 
soumedienne’s interior minister. Tu- 
isia's President Zine el Asbidine Ben 
ali did the same job for ex-President- 
yr-life Habib Bourguiba. 

Yet they are talking of genuine 
litical participation and market- 
santed economic reform. They have 
lso revived the dream of a united 
Maghreb: Algeria and Morocco are 
ying hard to resolve the quarrel in 
me Western Sahara that has divided 
ne region for 13 years. Do the cops have 
lhat it takes to make their countries eco- 
ymic and democratic success stories? The 
eed for reform is greatest in Algeria. 


Kismanaged Algeria 

he country's troubles are so glaring that it 
easy to forget Algeria's strengths. At three 
lock in the afternoon in the poor, over- 


wowded Casbah of Algiers, children leave 
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school not to beg but to do their homework. 
Investment of some two-fifths of GDP a year 
during much of the 1960s and 1970s gave 
Algeria the strongest industrial base in Af- 
rica north of the Limpopo. The northern 
coastal bit of the country, where 9696 of its 


23m people live, is rich and fertile. It used to 





feed the Romans. It could feed Algerians if it 
were better farmed. 

These strengths are being wasted. Some 
180,000 well-schooled Algerians enter the 
job market every year. Yet a hobbled econ- 
omy adds only 100,000 new jobs a year, and 
some 45% of these involve working for the 
government. Algeria lacks the foreign cur- 
rency it needs to import raw materials and 
spare parts to keep its factories turning. The 


collective farms have routinely fallen short 
of their targets, leaving Algeria ever more re- 
liant on imported food. 

This economic mess is a standing re- 
buke to Algeria’s only political party, the 
Front de Libération Nationale (FLN). As the 
victor in the fight against the French, the 
FLN could once justly hold its head high. But 
its mixture of Cromwellian discipline, third- 
world pride and state planning failed to put 


the couscous on the table. Technicians, en- . 


gineers and economists saw their careers 
blocked by party placemen and emigrated. 
Many of the 13m Algerians born since inde- 
pendence in 1962 are out of work. They 
want jobs, movies and swimming pools, not 
comic books about heroes fighting the 
French paras. 

In the early 1980s state monopo- 
lies were broken up, at least on paper. 
Farm reform was started. State enter- 
prises and banks won limited free- 
dom to set prices and to hire and fire. 
Yet change was too timid to protect 
the economy from the catastrophic 
fall in Algeria’s terms of trade when 
oil prices slumped in 1985-86. By 
then, oil and gas accounted for almost 
all of the country’s exports and more 
than two-fifths of GDP. 

It took riots in October to shake 
the government awake. Its first re- 
sponse was to lash out. Soldiers ma- 
chine-gunned mainly young, hungry, 
jobless demonstrators. The govern- 
ment says that some 170 protesters 
died; others say 400 or more. Algeri- 
ans do not normally settle differences 
in this way. 

Fortunately, the October 
"events" did not split Algeria along 
feared fault lines. They were not 
taken over by Muslim fundamental- 
ists, who in Algeria have tended to be 
more interested in religion than poli- 
tics. They were not exploited by the 
country's Berber-speaking minority. 
Nor did they split the army, which 
wants order above all. And old lead- 
ers-in-exile, Messrs Ben Bella and 
Hocine Ait Aahmed, were too di- 
vided and weak to profit from them. 

The riots did, however, strengthen AL 
geria's president, Mr Chadli Benjedid. Grey- 
haired at 59 and a plodding speaker, Mr 
Chadli lacks flair or charm, yet he was able 
to rally support with "it's me or chaos". At 
the FLN's recent party congress he was unan- 
imously nominated as candidate for the 
presidential election on December 22nd. 
The bloodbath showed that reform was 


urgent. One step was to find scapegoats for 
19 





Lo Um E -— 









the 
Ayat, head of civil and military security, and 
Mr Mohamed Cherif Mesaadia, the unpop- 
ular secretary-general of the FLN, were 
sacked, leaving security under a new power- 
ful army boss. The new government is a mix- 
ture of technocrats and policemen. The gen- 
tle-faced prime minister, Mr Merbah, is an 
ex-security chief and former farm minister 
"who can chop off hands", says one ob- 
server metaphorically. 

- Another step was to call two referen- 
dums. The first, overwhelmingly carried on 
November 3rd, made the prime minister 
more answerable to the hitherto rubber- 
stamp parliament and put more distance be- 
tween the president and day-to-day govern- 
ment. It also paved the way for the FLN's 
congress to agree in the same month to open 
up the party to new opinions, and to loosen 
its hold on trade unions and every level of 
government administration. This is not yet 
multi-party democracy, but it is progress. 

—. But more political give-and-take will not 
keep Algeria quiet if the economy is not put 
right. The government is immediately rais- 




























































ax, and shortening military service. Young 
men do national service before their first job 
and the army cannot absorb them fast 


three priorities: farms, industry and foreign 
ebt. In 1987 most collective farms were re- 


Though a dry year produced a disappointing 


us supply of fruit and vegetables. 

Industry has more freedom than it did 
n prices and hiring. The government hesi- 
“tates to push faster toward an unrigged mar- 


would put up with austerity better if they 
-thought it more fairly shared. 

Shortages of wood, cement and just 
about everything else could be eased if Alge- 
ia were not paying $5 billion-6 billion a year 
ro service its $22 billion of foreign debt. 


Good neighbours 


Sources: World Bank, IME RT 

















/ The government is likely to try to push for- 
ward this debt hump, perkaps by doing the. ~ 


ing the minimum wage, imposing a wealth 


enough. Longer term, the government has - 


placed by two- or three-family co-operatives. - 


grain crop, this reform has brought a copi- - 


: ket, fearing higher consumer prices and 
ore jobless people. Anti-elitist Algerians 


Many loans mature in the next four years. 





sort of things the IMF would recommend— 
but, for pride's sake, without a formal IMF 
programme. Such austerity will hardly in- 
crease its popularity. The EEC is an anxious 
bystander— it is by far the largest market for 
all three Maghreb countries (see chart). 


Tunisia's enlightened general 
“Thank God we already had Ben Ali when 


Algeria blew up,” says a Tunisian politician. 
His country is one year closer to kicking the 
single-party habit. Mr Bourguiba, its 85- 
year-old president, was deposed in Novem- 
ber 1987 by his prime minister, General Ben 


Ali. The general raised Tunisia's minimum: 


wage the day that riots broke out in Algiers. 

Pressure for change had been building. 
One of Africa’s great independence leaders, 
Mr Bourguiba, stayed on into senility. He 
built an authoritarian regime, with a liberal 
constitution on paper and an all-powerful 
Parti Socialiste Destourien in practice. A pa- 


ternalist, he gave Tunisian women the most _ 


liberal code of personal rights in the Muslim 
world. Because of his stress on education, 
more than half of Tunisians can now read. 
His economic efforts—first statist, then 
more liberal—went less well. — 

Tunisia had potentially enough oil, 
phosphate, grain, olive oil and textiles to 
support its 7.5m people comfortably. In the 
1970s oil, emigrants' remittances, tourism 


and foreign borrowing kept the economy - 


growing. Yet resources were wasted. Politi- 
cal projects crowded out productive invest- 
ment. What should have been a breadbasket 


. had become a food importer. And foreign . 
debt was mounting. The crunch came, as for » 

Algeria, when the oil price fell. The harvest 

in 1986 was bad, and tourists stayed away. A 


tight budget cut consumer subsidies. 
Street violence broke out repeatedly in 


- 1987. An Islamic political group, the Islamic |. 
‘Tendency Movement (French acronym 
MTI), had found support among university 


students, the poor and some soldiers. The 


| public outcry when its leader, Mr Rachid. 
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Thank for Ben Ali 






Ganouchi, was imprisoned after a bomEÉ 
plosion fed fears of a violent coup. The po- 
lite takeover by General Ben Ali, a St Cyr 
educated soldier, came as a relief to most. 
He is now imposing democracy fror 
above. The first steps have been remarkable 
especially for a former chief of security. The 
state security court has been abolished anc 
more than 5,000 prisoners released, includ 
ing Mr Ganouchi. The press is freer. Mam 
political parties have been recognised 
among them some communists but not, s 


` far, any Islamic parties. 
7 c The ruling party, which is now calle 
the . Rassemblement 


Constitutionne 
Democratique (RCD), has still to come te 
terms with the changes. In July the part 
faithful pledged internal democracy. A lot c 
old hands were kicked out of privileged pos: 


:tions and some young people have starte: 
:joining. But the party's old guard is sti 


strong, especially in rural areas. . 

. President Ben Ali has called for n: 
separation of party and state. He has 
placed most of Mr Bourguiba's ministeri 
chums with younger technocrats and a fe 
qualified pals from Tunisia's small, custoni 
arily apolitical army. Yet he himself has r 
mained both chief of staff and head of th 
RCD. These reforms will be tested in the ges 
eral elections called for April 1989. Gener 
Ben Ali promises that the elections will B 
fair. But democracy in Tunisia, at least dui 
ing this transition, seems to mean broade: 
ing the consensus rather than encouragis 
an uninhibited debate. 

The legal parties have so far supporte 
General Ben Ali's person and policies. C. 
November 7 1988 political leaders (inclui 
ing one from the MTI) signed a national pay 
agreeing on Tunisia's political identity aw 
priorities. President Ben Ali may well be t 
only candidate for president. Some part 
are fighting for different ground rules, # 








cluding proportional representation. T 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. rz. 
We made this watch for EE [^4 
you -to be part of your ^ i 
wiife — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe - 
because it's for a lifetime. 
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.. THE MAGHREB 
— resulting parliament is still unlikely to chal- 
— lenge him hard. 
is The joker in the pack is the Islamic MTI. 
- Muslim fundamentalism has been stronger 
- in Tunisia than in the rest of the Maghreb. 
— The secular Mr Bourguiba, who often disre- 
garded the fast during Ramadan, was an easy 
- target. General Ben Ali is personally devout. 
— He has introduced the call to prayer on 
state-owned television and created a new 
-= secretary of state for religious affairs. He has 
met Mr Ganouchi, and appears ready to ac- 
cept the MTI as a party if it will change its 
—  mame. The Mri is split on the issue. 
. Economic success would weaken the 
- Mri's appeal. Some 70,000 job-seekers will 
— come on the market every year until 1991. 
— The official rate of unemployment is 15- 
— 1696, but barely one in two newcomers to 


- the workforce finds a job. Real wages have 
2 fallen by about a quarter since 1983. The 
- state still controls around two-fifths of the 
— economy, and public investment has 
.. dropped since 1985. A good harvest helped 
— lower the trade deficit in 1987. A poor crop 
— in 1988 is doing the opposite. 

- A General Ben Ali wants to pursue the re- 
_ forms started, too late, by his predecessor. 
- All but a handful of Tunisia's imports are to 
- —enter duty free by 1992, Some state enter- 
(.. prises will be privatised. Liberalisation of fi- 
— ancial markets is continuing. This govern- 
- ment's priorities include foreign 
investment, rural development and youth 
- employment. The mr applauded in agreeing 
- toan extended fund facility in July, and the 
. World Bank by lending Tunisia an- 
. other $150m. 

- Tunisia's president must fulfil the 
— expectations he has created. His main 
-initiatives so far have been to 
broaden political consensus and 
— make Tunisians happy. As he faces 
— tougher decisions which jeopardise 
his popularity, either his market- 
- slanted economic policies or his re- 
forming zeal may evaporate. 


=- Morocco's canny king 
- Morocco seems the odd man out in 

~ democratising North Africa. King 
- Hassan II, commander of the faithful 
- and purportedly a constitutional 
... monarch, has achieved the sort of 
l control over his country that a seven- 
= teenthcentury French ruler might 
have envied. 

The large army, after botching 
coups in 1971 and 1972, has been 
— kept busy in the Western Sahara. Its 
top officers are well-paid, privileged 
and carefully watched. The interior 
minister has a wide network of in- 

- formers and extensive powers to act 
— on what they tell him. Islamic funda- 
—— mentalists are plentiful, but politically 
disorganised. The king's status as reli- 
gious leader of his people, which he 
" J 22 
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has emphasised since the fall of Iran's secu- 
lar Shah, narrows their appeal. 

King Hassan manipulates brilliantly the 
limited political pluralism that he has per- 
mitted since 1977. He has chipped away at 
the oldest party, Istiqlal, and co-opted bud- 
ding opposition leaders from other groups. 
By leading the fight to reclaim the Sahara, 
he has forged a patriotic consensus among 
the eight main legal parties which mutes dis- 
sent on most other things. He is now push- 
ing local government as a further check to 
the power of the national parties. 

Political frustration, plus the worsening 
economy, provoked riots in Casablanca in 
1981 and in other cities in 1984. It probably 
will again. Most of Morocco's 24m people 
are pitifully poor, a few ostentatiously rich. 
Average GDP per head in Morocco in 1987 
was only half that in Tunisia and a quarter 
that in Algeria. About two-fifths of Moroc- 
cans live below the poverty line. Private 
economists reckon that three-quarters of 
those with jobs earn the minimum wage 
($100 a month in industry) or less. 

The country is developing into a big ex- 
porter of manufactured goods, and phos- 
phate contributes one-quarter to one-third 
of export earnings. Its economy is still hos- 
tage to agriculture, however, which ac- 
counts for one-fifth of GDP and supports 
over two-fifths of the people (only one-third 
of Tunisians live off the land, and fewer 
than one-quarter of Algerians). Literacy 
rates are low: fewer than 40% of all Moroc- 
cans can read, and only 20% of women. 





King Hassan is a traditionalist 
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Morocco's most visible r 
neighbours', is unemploym 
250,000 newcomers join 
Only half of them find job 
economy. The government 
employment at 15.596. Eco 
that underemployment is 
That is why 1m Moroccans 

Economic planning sou 
usually in vain, to stimulate 
ment while retaining the 
(phosphate, agricultural ma 
state. Morocco's terms of 
peated dives in the 1970s as 
energy it imported rose and 
phosphate and fruit it expor 
Sahara war is a drain on re: 
recent years drought has di 
vest, increasing the country 

Morocco borrowed hea 
ter debt service reached 409 
ings in 1982, it rescheduled 
in 1983. It started a series 
programmes to cut consum 
the budget deficit, to liberal 
and to give business its he 
account, after relief on the c 
lion of foreign debt, in 198 
surplus for the first time sin 
increased, especially of te» 
The 1988 figures, helped 
look good too. 

At home, the budget 
than it was but still too hi 
542% of GDP. Some state 
privatised or de-monopolis 
2.7% in 1987, and is 
year. Economic gre 
comfortably ahead 
There is more growt 
eye anyway. Some t 
economy is 3096 the 
economy. Drugs are 
with 25,000 hectare 
marijuana in the mo 
gion. 

Morocco's longs 
depend on it attracti 
ment to sustain g 
turn, depends on wl 
ture looks like. The 
has got a secure gri 
but what happens a 
uneasy businessmar 


The crown pr 
Sidi Mohammed, is 
nor as popular as 
courteous, hard-wo 
are sick of being poc 
produces such visib 
lam nor the army is 
stability today. If tl 
bad, either could E 
of the pent-up dem 
tice there—and e 
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WE'LL TAKE YOU FURTHER, FASTER 
THAN YOU EVER IMAGINED. 








Imagine an aircraft so advanced that it will cut hour: 


off normal travel times. An aircraft so revolutionary 


that it will change your idea of time, distance 





and comfort. Introducing SIA's MEGATOP 747. The 
largest, fastest, long-haul aircraft in the world. The 
first of its type to serve Europe, Australia and Asia, 
the first passenger aircraft ever to fly nonsiall 
between Singapore and London; the first stretched 
upper deck 747 capable of flying San Francisco to 
Hong Kong nonstop, or Honolulu to Singapore 
nonstop. And yet no matter how many hours our 
MEGATOP may save you, you will still have ample time 
to enjoy a standard of inflight service even other 
airlines talk about, in greater comfort and luxury. 
The MEGATOP 747 takes you further, faster, than 


you ever imagined. Experience it from February 1989. 


A great way to fly 
SINGAPORE AIRLINES Y 








As soon as you enter any Continental room of The Marco American Express. Take, for example, Assured Reservations". 


Polo Singapore or The Hongkong Hotel, the difference will be Your room will be waiting for you, no matter how late you 

apparent. A distinctly European feel. In decor. In service. arrive. Should your plans change however, simply call by 6 p.m. 
Chippendale furniture complemented by local rime and ask for a cancellation number so you won't be 
elegant wood panelling and sumptuous billed. 
carpeting. Private floor butlers on hand Just one of the many 
to assist with your every need. privileges of Cardmembership; 

MARCO POLO It’s acommitment to unsurpassed there to be enjoyed at any Marco 

INTERNATIONAL standards of service. One shared by Polo International Hotel. 





Marco Polo International Hotels In Hi LETS Ki Mu The Hongkong Hotel The Mi mw Polo, The Prince Hi tel In Sing. we - The Marco ph do 
For reservations please contact the hotels direct The Hongkong Hotel - Tel (852) 3-676011, Fax (852) 1.7234850, Thx 43838 HONHO HX; 
The Marco Polo Singapore - Tel (65) 4747141, Fax (65) 4710521 Tix 21476 BEDTEL RS 
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China's planners have said loud and clear that no want the coun ry’ 


eijing's tether 








liberalising economic reforms—and the economy itself—to slow down. No- 
body outside Beijing seems to be listening. Our special correspondents re- 


port from two coastal provinces 


(C CYXHINA cannot take a capitalist road,” 
"Mr Deng Xiaoping said last year. 
itha population of 1 billion still in.a state 
ackwardness, only à small number of 
- people, about 5% or 10% or at most 20% of 
he population, in some limited areas of the 
“country, would get rich . . . whereas 80% to 
~ 90% of the population would still be unable 
“to rid themselves of poverty.” In other 
"words, China will not let itself be reformed 
a nation of haves and have-nots. 

Reality is mocking Mr Deng: in the hin- 
nds 100m Chinese—a tenth of the 
ation—are officially said to be mal- 
rished. In the booming coastal regions 
ew millionaires hire under-age labour for 
heir sweatshop factories, and beggars patrol 
“railway stations and taxi stands. No wonder 
-many an old-fashioned comrade thinks Mr 
: Deng's "socialism with Chinese characteris- 
s" has an unfortunate resemblance to 
ig-ago capitalism. The rich are getting 
er; the poor, thanks to inflation that has 
ed an official (and understated) rate of 





















2696 a year, are getting poorer. 

To see the gaps widening, compare 
Guangdong province with its neighbour 
Hunan. The 63m people in Guangdong 
have an income roughly twice that of the 
57m Hunanese. Industry supplies two-thirds 


of Guangdong's income; wage rates there 


are 20-3096 higher than in Hunan, where ag- 
riculture still accounts for two-fifths of out- 
put. Guangdong is better off than Hunan. It 
has more cars, televisions, washing ma- 
chines, restaurants, household maids—even 
discotheques for China's new decadents. 
The contrast has a simple cause: Hunan 
gets no special privileges; Guangdong, next 
door to capitalist Hongkong, is an "open" 
province. Its three Special Economic Zones 


(sgzs)-—Shenzhen, Zhuhai and Shantou— 


give tax holidays to foreign investors. Towns 


-in the Pearl river delta compete for work 


from Hongkong garment and toy manufac- 
turers who. now find Hongkong's own la- 
bour too expensive. In the ten years since 
China’s economic reforms began, almost 





 diángi 12.5 214 33.9 


| # includes Hainan isiand, since tumed into a 
anal i 


any town in the Pearl river delta will: 
more than quadrupled its income. 

All this is as it should be. The: 
door" policy of Mr Deng and his pt 
the Communist party's general sec 
Mr Zhao Ziyang, rested on the ide 
China's coast, with its 14 "open cities" 
five SEZs, should grow rich through its 
tact with foreign capitalism. The wealth 
then supposed to spill over to the interi 

The theory is working—but not q 
envisaged. The coastal region, Guan 
especially, is a. magnet for the resourc 
the interior. That means coal, steel 
aluminium, much of it siphoned off | 
allocations to state factories in the in 
It means grain and pork, because Gu 
dong is wealthy enough to fill its peop 
stomachs at higher prices than inland pr 
inces can pay. And it means labour. Four 
fifths of the workers in a typical Guangdo 
toy factory are teenage girls from next-doc 
Hunan and Guangxi. There are at least Ir 
immigrant workers in Guangdong. 

The interior provinces get fees for th 
official employment agencies, family remit 
tances from their workers and a little, oftei 
token, investment from Guangdong fo 
the coal mines in the northern pro 
Shanxi, for example. The recom 
pleases few in the interior. Full bellie 
Guangdong mean grain and pork shortage 
in Hunan; Guangdong's industrial appetit 
means that factories inland go short of ra 
materials. Even the peasants of the interiot 
the first beneficiaries of Mr Deng's exper 
ment in freer markets, are chafing. They ge 
more money for their crops, but they” 
to pay more for pesticides and fertilisers. 

To all of which a free marketeer m 
say: "So what? Let demand and supply wo 
things out." They cannot work things 






















































































Provincial gross output, 1985 on yuan 
Agricoltura! industrial — Total. 


Guangdong* 30.7 64.9 95.6 
Zhejiang = 189 — $75 — 4 


Hunan ?23 — 363 592 


Fujian 10.7 20.3 310 
Guangxi 11.9 16.4 28.3 













































































nless prices move freely. 





frighten not just the government under its 
cautious prime minister, Mr Li Peng, but 
also the party under the adventurous Mr 
Zhao. The reaction is to give orders: no 
more price rises for at least two years; no 
more credit for "non-productive" invest- 
ments like hotels and sports stadiums; 
hreats of real punishment if farmers do not 
eet their pork and grain quotas for the 
ate. The result is construction projects fro- 
in scaffolding and border patrols 
iounted by Hunan to prevent its pork from 
ng egie into aad 








Now you try 
‘HE worst publicity China gets is 


bles and its political prisoners are mat- 
ters that raise relatively few foreign eye- 
brows: the general view is that the 
Chinese are struggling to do their best. 
But stories of brave monks resolutely be- 
hind their god-king in the land of the 
| Lost Horizon stir feelings everywhere. 
. . China formally claims that Tibet is as 
= much a part of China as Beijing is. In 
« practice, though, persuading the world 
that the Tibetans are properly treated 
has become a matter of foreign policy. 
"The announcement this week that Mr 
| Hu Jintao is Tibets new Communist 
| party secretary—in effect the region's 
boss—is part of a new Chinese effort to 
placate the world. Mr Hu is young to bea 
T Chinese leader, only 46, and was a pro- 
- tégé of Mr Hu Yaobang, the former lead- 
er of the national party, who once 
-apologised to Tibet for the harm done to 
‘it during the cultural revolution. His pre- 
vious job was in Guizhou, in southern 
China, which is a bit like Tibet, being 
oor, remote and mountainous. 
| That sounds fine. Mr Hu, though, is a 





His predecessor, Mr Wu Jinghua, was 
‘from the Yi minority in western China. 
“When he was appointed-in 1985 it was 
assumed that the Tibetans, a minority 
themselves, would welcome a leader from 


was disfigured by some of the worst riot- 
ing since China occupied Tibet in 1950. 
"The Chinese.may have considered re- 
lacing him with a Tibetan, but then de- 
cided that, whatever his qualities, he 
‘would be regarded as a running dog, or 
yak. So they chose a Han like themselves. 

-Mr Hu's first test may be to try to per- 
suade the monks to attend the Mon Lam 





portant | event. in the Tibetan religious 





28 ; 


s have not grasped that simple message. 
nflation has soared fast enough this year to 


over Tibet. China's economic trou- 


Han— China's majority ethnic group. 


another minority. But Mr Wu's tenure . 


prayer festival in February, the most im- 


The crackdown, a repetition. of tt 


.. [985-86 austerity programme, is having its — ii 


„effects. It was announced this week that as 
many as 6m construction workers, a quarter 


of the construction workforce, could be out. 


of a job by next summer. Credit i is already so 
tight that factories are having to close for 
lack of raw materials, and peasants are refus- 
ing to sell their crops to state shops that of- 
fer only interest-bearing IOUs in payment. 
But these effects are felt in the wrong 
places: the hardest-pressed provinces of the 


interior, where the state's role in the econ- 


omy is largest and the party's grip strongest. 
The coastal provinces are shrugging off the 
government's attempts to control their 
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calendar—and, even more important in 
Beijing's eyes, a tourist attraction. This 
vear several hundred monks boycotted 
the festival, claiming that several of their 
brethren had been jailed without trial. 
Senior monks are expected to meet soon 
to decide their line on next year’s event. 
For their part, the Chinese have to 
decide what to do about their meeting 
with the Dalai Lama, tentatively fixed for 
January in Geneva. When the meeting 
was mooted in September, it seemed that 
China might be prepared to concede Ti- 
bet a lot more say over its affairs, and 
that the Dalai Lama might, for the first 
tme, modify his demand for indepen- 
dence. The spirit of compromise, consid- 
erable on both sides, seems to have with- 
ered with the onset of winter, and the 
meeting is likely to be postponed or even 
cancelled. The Dalai Lama has been re- 
minded by his disciples that gods do not 
compromise. China probably. foresaw 
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Hu attempts a new mountain 
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more horrid headlines. u 
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municipality 


year i font two » years, there i is no sigh ofa a slow- 
down. On the record, even the gung-ho lo- 
cals (they say Guangdong will be Asia’s next 
economic dragon) admit that a breather is | 
needed to let power and transport supplies 
catch up with demand. Unofficially, they see 
no need to toe Beijing’s line too closely. 
Guangdong can pursue its own line. It has 
plenty of hard currency stashed away in the 
3.000 Hongkong companies it controls, and 
Beijing i is unlikely to dare a showdown that 
might alarm foreign investors. 

The new illiberalising policies may 
throw the backward parts of China into re- 
verse, while Guangdong and places like it 
keep on spending and growing—in which 
case the gap between the haves and have- 
nots will widen. No wonder Mr Deng, at 84, 
says he is now a "setting sun", glowing 
gently upon his country's troubles. 








Winning in 
| Wenzhou 


HEN the government first tried to 
V squeeze China's money supply, pri- 
vate businesses faltered in the municipality 
of Wenzhou—for a few weeks. But none of 
Wenzhou's 180,000 family firms went bust; 
and though sales are still down a bit, the 
shelves are full and the markets busy. 
China's government is trying to rein in 
the galloping private economy in the coun- 
tryside and to divert resources to state enter- 
prises. If this policy were working, Wen- 
zhou's 6m people ought to be bearing the 
full brunt of it. An old treaty port 200 miles 
south of Shanghai and not far from Taiwan, 
Wenzhou has a proportionately bigger pri 
vate economy than anywhere pei in Chinas 
State industry accounts for. only 1796. 
Wenzhou's output. Private firms gain 26%, . 
and 57% comes from "collectives", a form 
of worker-run enterprise often used » cloak. 
private firms that have broken the ceiling of 
eight (a limit now seemingly abolished) on 
the number of people they can employ. 
Wenzhou and its surrounding counties 
thrive because their backyard workshops 
satisfy China's demand for a host of small 
items— buttons, zippers, shoes, fashionable: 
clothes, electric plugs, plastic bags—that the: 
sleepy state industries do not bother with.. 
Wenzhou's suspicious proximity to Taiwani 
kept it starved of state investment for 308 
years. It lacks an airport, a railway and de~ 
cent roads, as nearest ii: city, der 3 

















» Nd as a ux of Thee 
jiang province’ s 40m people; but 70% of the 


‘money in Zhejiang i is to be found i in Wen- 











thou, most ofi it in Te hands of the 100,000 B 


~ traders who roam China's countryside buy- 
zing raw materials and selling manufactured 
goods. In August China’s government de- 
cided to suppress the growth i in money sup- 
ply, which had been running at 40% a year. 
: It wanted to cut back on consumer demand 
and price rises, and reasoned that if more 
money were concentrated in the state-run 
- banks more financing would be available for 
-desirable state projects like roads, railways, 
- telecommunications and power plants. 
^ In late August the Wenzhou branch of 
-the People's Bank of China began prohibit- 
g cash transfers of more than 1,000 yuan 
Oy bank transfers would have to be 
sed instead. All loans to non-state busi- 
esses were stopped. Wenzhou’s private 
-firms felt the squeeze—5,000 workshops fell 
x silent—and so did local government. Farm- 
-ers selling grain to the state are being com- 
^ pensated. by local governments with 10Us 
dyable next year. With the harvest in, 
Wifiny farmers would now like to buy fertil- 
ser, diesel fuel and plastic sheeting. The 
central government is toying with the idea 
of barter trade—offering fertiliser for grain. 
Unlike local government, Wenzhou's 
private sector wriggled out of the straitjacket 
almost immediately. Button output was de- 
pressed for lack of cash, but this has not de- 
terred new households from going into the 
business. One zipper-maker has just im- 
ported new machinery from Hong- 
kong: he hopes the investment will 
double his profits next year. 
Some of the money to make up 
the gap probably came clandes- 
: tinely from Shanghai; some even 
more clandestinely from Taiwan. 



















But private banks in Wenzhou also contrib- 


uted. They provided 120m yuan for private 
businesses, and so strong was the demand 
for their services that interest rates at Chi- 
na's first private bank, the Lucheng City 
Credit Co-operative, have climbed from 
1196 a year to 1796 (still below the rate of 
increase for consumer prices). 

And 400m yuan of capital came from 
the enterprises themselves. Yuan million- 
aires in Wenzhou are as thick on the ground 
as the chunky tombs the locals like to build 
to honour themselves. Many of these gran- 
dees keep as much as 100,000 yuan 
($27,000) in ready cash at home. Officials in 
Wenzhou say that it has an unusual measure 
of independence from the central govern- 
ment. Yet its economy is so closely tied to 
the rest of China's through those travelling 
buyers and salesmen that you have to won- 
der if the orders for retrenchment from 
Beijing are already null everywhere that pri- 
vate enterprise has a good foothold. 











Afghanistan | 
Whose deal is it? 


F IKHAIL GORBACHEV gave the Af- 
A. ghan peace wagon a shove during his 
“speech at the United Nations on December 
7th. He called for a ceasefire from January 
Ist, a UN peacekeeping force and a “broad- 
based government”. The tough part is get- 
-ting an- agreement between the guerrillas 
-and the Russians on the third point. The 
-talking that might lead to one started five 
ays before Mr Gorbachev's speech, a long 
yay from New York. 
- In the Saudi Arabian mountain resort 
f Taif Mr Yuli Vorontsov, a Soviet deputy 
oreign minister and Russia's ambassador to 
Afghanistan, met the chairman of the Af- 
-għan resistance alliance, Mr Barhannuddin 
abbani, and two of his colleagues. That the 
»eting happened at all was remarkable. 
e Russians had previously dismissed the 
rillas as “bandits”. The resistance was 












ded from the UN-sponsored agreement 


on the Soviet withdrawal signed last April. 
Reluctant to undermine his Afghan allies 


publicly, Mr Gorbachev had told the world 


that what happened after the Russians left 
"is none of our business, or vours, for that 
matter”. He has evidently decided that the 
risk of the Kabul government collapsing 
right after the pullout (or even before it) is 
too great, and the prospect too alarming. 
The meeting seems to have gone well, 

partly because it was unambitious. The big- 
gest decision was to meet again. The talks 
seemingly concentrated on small matters. 
The guerrillas say they agreed not to attack 
the Russians during the. withdrawal if the 
Russians would promise to stop bombing 
villages. They also offered to swap Russian 
prisoners for any of theirs in Russian hands. 
.. These offers-may not mean much: the 


resistance is not sufficiently unified to im- 


pose a decision on all its members. Prisoner 





made, the remaining Afghan communis 


does not prevent an early shy smile. 





































numbers are bound to be contested. S 
guerrilla groups already have non-aggres 
deals with the Russian army; rival group: 
liberately undermine them. 

Mr Vorontsov was keen to lin 
meeting to wider issues, which was und: 
standable in view of his boss's subse 
speech. The talks would, he said, hel 
form a broader-based government: it. 
time for a government that reflected the 
of Afghanistan “as a Muslim country’. TI 
is code for Russia's readiness to talk abo 
transferring power from its beleaguered / 
ghan communist friends to a resistar 
dominated government-—provided the 
sistance accepts some of those friends. 

The resistance insists it will have 
truck with communists, and the Russian 
not expect the People's Democratic part 
self to have a role in government. But 
are holding out for the inclusion of a 
non-party people who have been wo 
for the present Afghan government 
whom the resistance will accept as “g 
Muslims”. The guerrillas’ long-discuss 
plans for an elected council to choose t 
next government could incorporate any dea 
they agreed to with the ipn E 

Such an agreement might split the resis- 
tance. Two of its seven factions oppose 
even the Vorontsov meeting; and the funda 
mentalist end of it is unlikely ever to sully it 
hands with contact with communists. Bui 
no future danger can compare with. th 
present humiliation which the talks bring 
the Kabul government. Ifa deal is: 


if any—may try to sabotage it. 

Mr Vorontsov left with a parting 
from Saudi Arabia. After seeing the gue 
las, he went on to Riyadh to meet K 
Fahd. It was the first time the Saudi mo 
arch has received a Soviet official. The 
have been no diplomatic relations betw 
the leading atheist state and the guardian 
Islam's holiest shrines for 50 years. The < 
dis, keen supporters of the Afghan gue 
las, have refused to make friends until 
Russians withdraw from Afghanistan. TH 


Japan m 
A winter gleam - 


FROM OUR TOKYO CORRESPONDENT Ns 
E WANTS to let "a little light" - 
Japanese politics ma ‘the dark ey 

of this year”, says Japan's prime minist 

Mr Noboru Takeshita. Whether or not h 

or anyone else, is capable of doing so, N 

Takeshita is in an uncharacteristically ligt 

hearted mood. | 

The darkest event of recent months;t tl 

Recruit Cosmos scandal, now seems less o 

threat. The scandal involves accusatio 

































































hat scores of senior politicians and civil ser- 
'ants took part in unethical share dealings. 
Most Japanese are now less interested in the 
robity of the 16 senior politicians impli- 
ated, including 13 from the ruling Liberal 
Democratic party, than in the behaviour of 
ust one, the finance minister, Mr Kiichi 
Miyazawa. In his testimony to various par- 
iamentary committees, Mr Miyazawa has 
ntradicted himself so often that he has be- 
ome a potential scapegoat for the whole 
yusiness. Whether this is to be his fate de- 
pends on the ruling party’s factional poli- 
ics. Mr Takeshita is a master at that game. 

^ Mr Takeshita’s main concern is to be re- 
elected party president (and thus stay on as 
prime minister) when his first two-year term 
expires next October. His challengers are 
the same two men he beat last year—Mr 
_ Miyazawa and the party's secretary-general, 
“Mr. Shintaro Abe—plus the man he suc- 
ceeded, Mr Yasuhiro Nakasone. 

:c. Mr Miyazawa's fumbling of the Recruit 
“scandal has probably ruined his chances. Mr 
- Nakasone's hopes of a comeback have been 
„dented: several of his aides have been impli- 
. cated in the scandal, including his top fund- 

| 'aiser, Miss Eiko Ota. Mr Abe's stock has 
risen because of his handling of the govern- 
ments tax-reform legislation. As things 
tand, Mr Takeshita plans to hand over to 
Mr Abe after he has served his second term. 
But what if Mr Abe becomes impatient for 
he top job? The need to keep Mr Abe in 
check may save Mr Miyazawa’s head. 

; Some Liberal Democrats fear that Mr 
iyazawa's faction would split if he were 
cked. Some of its members would join Mr 
be's faction. The remainder are probably 
öser to Mr Michio Watanabe, a member of 





erial ambitions of his own and who might 
velcome an opportunity to split from the 
former prime minister. That would be too 
uch shifting of party ground for Mr 
keshita, whose own faction, by far the 
biggest (see table), might get restless. 

. Mr Takeshita also needs to hold Mr 


case he runs into any last-minute hitches 
with his tax reform as it passes through the 
upper house of parliament. So Mr Miya- 
zawa, who says he puts his political future in 
the hands of Mr Takeshita, may survive. Or 
© it seems. But there is a saying in Japanese 
politics that hale an irich ahead i is darkness. 


South Korea 


Pinch of paprika - 


€ Nakasone faction who has prime minis- - 


Miyazawa's possible resignation in reserve 


for the kimchee 


VEN communists are now prepared to 

do business with South Korea. This 
week a permanent Hungarian diplomatic 
mission was welcomed to Seoul, the first 
such from a communist country. South Ko- 
rea and Hungary have stopped short of 
establishing full diplomatic relations, but 
that seems sure to come. 

The two countries have been courting 
each other since 1987, when they exchanged 
trade missions. Hungary has become the 
most acceptable face of communism by 
ditching some of its old guard, proposing 
more elbow-room for capitalists, and even 
talking vaguely of a multi-party system. 
There is more free speech in Budapest than 
anywhere else in the communist world, ex- 
cept maybe Poland. Hungary needs Korean 
money and technology. South Korea is look- 
ing for new markets in an increasingly pro- 
tectionist world—and would also like to 
widen its circle of foreign friends. 

Hungary could be the start of something 
big. The Koreans have trade agreements 
with Yugoslavia, Poland and Bulgaria and 
informal trade arrangements with China. If 
things go well with Hungary, Seoul could be- 
come home to other communist diplomats. 

Mr Sandor Etre, the head of Hungary’s 
mission in Seoul, created a splendid impres- 
sion when, on his arrival on December 5th, 


he spoke to reporters in Korean. He learned. 


the language in North Korea, where he was a 
student in the 1950s and later ambassador 
for five years. The North Koreans are upset 


that Hungary has befriended the South, and 


that “their” man has gone to Seoul. In pro- 





Etre the pathfinder 









n the a mporarily brought 
homei its Pardi in Budapest. 

If Hungary and other communist coun- 
tries can get on with the fervently anti-com- 
munist South Koreans, the North will even- 
tually be forced to join the real world or risk 
complete isolation. Mr Han Tak Chae, who 
will represent South Korea in Hungary, said 
as much this week. Any North Korean dip- 
lomats he runs into in Budapest will get a 
lecture about the need for good relations 
across the border. | 

South Korea's President Roh Tae Woo 
hopes the North will take notice, and 
quickly. Mr Roh is under fire at home for his 
links with the previous regime. His new cabi- 
net, announced this week, was attacked for 
including men who had served the former 
president, Mr Chun Doo Hwan. The start 
of a detente with the North, something no 
previous leader has achieved, could give Mr 
Roh a boost that would carry him well over 
his domestic difficulties. i 








Australia 


| abor's labours 


HEN a biography of Australia's f 

nance minister, Mr Paul Keating, was 
launched recently, the country's top union 
boss was there to promote it. The friendship 
between the treasurer (as the finance minis- 
ter is known in Australia) and Mr Bill Kelty 
is a useful one. Mr Keating’s economic pol- 
icy has depended greatly on “the accord" he 
made with the unions in 1983. This has suc- 
cessfully restrained wage increases and prod- 
ded the unions to give up some of their ar- 
chaic work practices. The unions’ decision 
on December Ist to break the last formal 
link between price rises and wage deals 
makes the friendship even more useful—but : 
perhaps also more fragile. 

Before 1987 the accord between dis : 
bor government of Mr Bob Hawke and the: 
unions was a simple affair. Mr Hawke and. 
Mr Keating came to power in 1983 deters 
mined to rid Australia of the inefficiencies: 
that were strangling its economy. Their re~ 
forming ideas were shared by the uniom 
movement's own new men: Mr Kelty, the: 
head of the Australian Council of Trade: 
Unions, and his associate, Mr Simon Crean.. 
In the accord the ACTU made with Mr: 
Keating in 1983, it agreed to a system of 
modest nationwide wage increases based ors 
price rises but lagging behind them. 

This proved too inflexible. It did not al« 
low wage rates in successful industries tc 
outpace those in dying ones. It did nothing 
to change union rules which said that the 
man who drills holes must not hammet: 
nails. In 1987 the accord was modified to seti 
up a two-tier system of wage bargaining. The 
lower tier was a national inflation-linked set: 
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tlement, negotiated under the auspices of 
the Arbitration and Conciliation Commis- 
sion, the judicial panel that Australia has cu- 
riously used for decades to set wages. On top 
of that, businesses and industries could ne- 
gotiate their own productivity-linked deals. 

Now decentralisation is to go further 
still. The union said last week that in next 
year's wage negotiations the lower tier will 
be abolished: all settlements will depend on 
productivity improvements and more eff 
cient work practices. The deals will be nego- 
tiated at industry and enterprise level; the 
government and the ACTU will still agree on 
a ceiling on wage increases. 

It sounds good—but the timing is bad. 
After years of belt-tightening, Australian 
workers expect their reward. Decentralised 
negotiations will give workers a chance to 
fight for rises at the top end of the agreed 
range (probably around 6296), while mak- 
ing only a small bow to higher productivity, 
which is hard to measure and easily fudged. 
Wages—and prices—may jump. 

An income-tax cut, due in July, in- 
creases the worry about prices. The cut is a 
welcome reform: the top marginal rate today 
is 4996, well above the top rates in already- 
reformed America, Britain and New Zea- 
land, and 1096 above Australia's top rate of 
company tax (a discrepancy that has 


— tempted many Australians to become cor- 


porations). But the prospect of a cut has 
been dangled in front of Australians for 
years to help persuade them of the virtues of 
wage restraint. They think it is high time for 
the cuts to be delivered. If they are, it is 
doubtful that the government will use fiscal 
policy to counteract the rise in demand. 
This year's rise in consumer prices is ex- 
pected to be 796, down from a 996 annual 
rate in mid-1987. That is still higher than 
the rates of Australia's main trading part- 
ners. A consumption boom is sucking in im- 
ports, which have risen 2096 in value in the 
past year. The government is relying heavily 
on monetary policy to keep things in hand. 
Short-term interest rates have risen to al- 
most 1596, which helps push up the Austra- 
lian dollar just as the country is trying to be- 





come more competitive. This is no time for 
even higher consumption. 

Mr Keating and Mr Hawke have made 
the economy Australia's biggest political is- 
sue. It will probably be the main focus of the 
election due in 1990 but expected next year. 
Perhaps another biography to cement the 
warm feelings Mr Keating and Mr Kelty 
have for each other? 





Indonesia 


Condominium 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT JAKARTA 


RESIDENT SUHARTO of Indonesia 

has received a "global statesman award 
in population" from the Population Insti- 
tute, an American organisation that pro- 
motes family planning. The president has a 
large family, so does not qualify for a prize 
for his efforts in his own home. But his 
country is acclaimed as a great family-plan- 
ning success by those who feel that popula- 
tion growth, like the loss of tropical rain for- 
ests, will destroy the world. 

Something had to be done to reduce the 
number of new Indonesians. The island of 
Java is so crowded—it teems with more than 
100m of the country's 170m people—that 
the government has shipped 4m Javanese 
out to lonelier parts of the country. The 
crowds in Java do not just fill space; they also 
pose an economic and political threat. At 
least 2m young Indonesians a year are enter- 


ing a dismal job market. Perhaps a third of 


Jakarta's workforce is without a job. 

Many are well-educated. No longer can 
they rely on a government job. When some 
government vacancies were advertised in 
Surabaya, a town in eastern Java, several 
people were killed in the crush of applicants. 
Indonesia needs to boost its economic 
growth from the present 3.896 a year to 596 
if it is to provide jobs for some of these frus- 
trated young people, who might otherwise 
disturb the country's stability. 

Mr Suharto had foresight. Since 1970 
he has been supporting a campaign which 
vigorously pushes the message that two chil- 
dren are enough. He wants a population 
growth rate of around 1.796 a year. Foreign- 
aid people think this might be realised with- 
in five years. The rate now stands at 2.1%, 
which is lower than that of any other coun- 
try in Indonesia's income bracket (though 
above the rate for poorer India). Represen- 
tatives from other developing countries 
come to Indonesia and admire its success. It 
is based on commitment, a strong message 
and good organisation. 

The family-planning programme is run 
by Mr Haryono Suyono, who says that 
much of his success is due to his ability to 
speed-read the vast number of documents 
that, in Indonesian fashion, come his way. 





Think small 


Mr Haryono has in turn bombarded the In- ` 
donesians with his message. It is to be found 
everywhere, even on ketchup bottles. Pedes- 
trians waiting for the traffic-lights to change 
are treated to a song about family planning 
when the green light goes on. 

Every village has its family-planning 
clinic. "Voluntary" workers are plentiful: 
Indonesia has an organisation of wives of 
government officials who are obliged to do 
good works if they are to further their hus- 
bands’ careers. The government has leaned 
a little on Muslim leaders to join the cause. 
Mr Haryono proudly displays a photograph 
of a religious leader showing local people a 
woman’s contraceptive. Leaders of Indone- 
sia's small Roman Catholic population have 
been persuaded to remain neutral. 

Indonesians use 65m condoms 2a year, 
take 100m cycles of the contraceptive pill, 
and use half the world’s production of 
contraceptive chemical which when inject 
will protect a woman against pregnancy for 
up to five years. Most other contraceptives 
are made locally and are supplied free. In the 
future, however, people who can afford con- 
traceptives will have to pay for them. The 
government planners argue that this will not 
hinder the success of family planning, since 
richer people prefer making their own deci- 
sions about contraceptives to relying on 
government advice. 

Every year Mr Suharto rewards couples 
with medals that testify to the number of 
years they have been “family-planning ac- 
cepters’’. Ten years earns a silver medal and 
16 years a gold. Mr Haryono says that some 
couples are so overwhelmed by meeting the 
president that they decline to eat the presi- 
dential lunch, preferring to take it home in a 
bag to show to members of their family, all 
two of them. 
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Gorbachev brings the West a 
Christmas present 


NEW YORK 


LTHOUGH he barely had time to un- 
wrap it before hurrying home, Mr 
Mikhail Gorbachev arrived in New York 
bearing a Christmas present for the new 
Bush administration. He said he had taken a 
decision to cut the Soviet armed forces by 
500,000 men, about 1096, over two vears. 
He promised a unilateral cut of 10,000 
nks, 8,500 guns and 800 combat aircraft in 
tern Europe and the western part of the 
Soviet Union. He said he would disband six 
armoured divisions now stationed in 
Czechoslovakia, Hungary and East Ger- 
many. He also promised troop reductions in 
Mongolia and Soviet Asia. 

Mr Gorbachev's offer had several aims. 
One was to beat some swords into plough- 
shares: to free money, factories and man- 
power for the civilian economy, which is still 
getting nowhere with perestroika. He said he 
would make public the plans for converting 
two or three defence plants to civilian use 
and urged other countries to do the same. 
Another aim was to play to western public 
opinion, especially in West Germany, where 
many have doubts about the wisdom of nu- 
clear modernisation in Europe, and in 
America, where many have doubts about 
Russia's true intentions in Europe. He suc- 
ceeded in this last aim. Sceptics in the West 
will now admit that Soviet forces are looking 
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less menacing. The reduction in tanks, and 
in assault landing troops and assault cross- 
ing units (which are used to bridge rivers 
while advancing), will reduce the Soviet 
army's ability to launch an offensive into 
Western Europe. 

On the other hand, the sceptics will 
want to remind western public opinion that 
Mr Gorbachev's cuts will not bring Eu- 
rope's conventional forces into balance. To 
even them up would require a reduction of 
around 35,000 of the 50,000-odd Warsaw- 
pact tanks stationed between the West Ger- 
man border and the Ural mountains. And 
the six tank divisions being cut would nor- 
mally have nearly 70,000 men; but only 
50,000 are going. Apparently, che promised 
reorganisation of Russian units in Eastern 
Europe will include strengthening some of 
them with the extra 20,000 men. 

Yet a gift is a gift. Mr Gorbachev re- 
peated at his lunch with Mr Reagan and Mr 
Bush on Wednesday that he expected no 
quid for his quo, even though he hopes 
America and Europe will also do something. 
Nor was it a gift that he bought cheaply. It 
has cost him his deputy defence minister 
and chief of the general staff, Marshal Sergei 
Akhromeyev, who has often spoken out 
against any unilateral gestures. He not only 
loses a valuable negotiator (Marshal 


Akhromeyev was his chief arms man at each 
of the recent summits) but also runs the risk 
of offending many of the senior officers in 
his armed forces. To these Mr Gorbachev 
can only promise that a smaller army—per- 
haps with less reliance on conscripts—could 
be a more professional army. When asked if 
he faces opposition from hard-liners at 
home, Mr Gorbachev protested a little too 
much. “Nyet,” he said, four times. 

If opposition there is, however, Mr 
Gorbachev will now be on hand to deal with 
it. A few hours after delivering his UN 
speech, news of the huge earthquake that 
had struck northern Armenia on Wednes- 
day morning made the Soviet leader decide 
to cut short his trip and return to the Soviet 
Union. Proposed visits to Cuba and Britain 
will have to wait. 

How will the West respond to Mr 
Gorbachev's offer? Over smoked quail and 
Oreo cookies on Governor’s Island in New 
York harbour, Mr Gorbachev said good-bye 
to Mr Reagan, whom he first met in a tense 
summit in Geneva in 1985, and congratu- 
lated Mr Bush on his election. They avoided 
discussing the arms-control offer in detail. 
Mr Bush had worried all week about how to 
handle the expected news. The whole visit 
had upset his plans for a cautious approach 
to negotiating with the Soviet Union in 
which the first summit would have been pre- 
ceded by plenty of preparation and con- 
sultation with allies. He had already made it 
clear that he would beware of Russians bear- 
ing gifts. He was careful to arrive in New 
York without his own foreign-policy advis- 
ers: Mr Jim Baker and Mr Brent Scowcroft 
remained in Washington. He was there, he 
said, as vice-president, not president-elect, 
and this was not, he insisted, a summit. 

Nonetheless, the first rumours of the 
proffered cut in conventional forces caused 
a strong rally on the bond and stock mar 
kets. The explanation: if America, too, 
could cut its forces in Europe, the defence 
budget and hence the deficit might also be 
cut. Reductions in troops and tanks, far 
more than reductions in nuclear weapons, 
save cash quickly. Mr Gorbachev's opening 
may change the game enough to let Mr Bush 
off the hook of his campaign promise to 
keep defence spending at least level after 
inflation. 

Mr Gorbachev's speech was the first to 
the United Nations by a Soviet leader since 
Nikita Khrushchev banged his shoe there in 
1960. The difference between the two visits 
was marked. Where Khrushchev said "We 
will bury you," and used the occasion for 
cold-warmongering, Mr Gorbachev was full 
of UNn-speak: "deideologising relations be- 
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tween states", "the universal human idea 
over the endless multitude of centrifugal 
forces”, "co-creation and co-development’’, 
"the emergence of a mutually inter-related 
and integral world" and the futility in the 
age of nuclear weapons of seeking political 
power through military means. 

He talked of a new era in which coun- 
tries do not force their ideologies on the 
third world. He perceived “a longing for in- 
dependence, democracy and social justice" 
around the world. He worried about the 
newly global nature of environmental prob- 
lems. He spoke at length about third-world 
debt. And he called for the UN to get in- 
volved in all this, and more. 

His new respect for the UN and his sup- 
port for what he called its reinvigorated 
peace-keeping role is backed by some con- 
crete measures. The Soviet Union has paid 
its debts to the organisation, including its 
contributions to past peace-keeping forces. 
Mr Gorbachev even invited UN peace-keep- 
ers to Kabul while arguing for a mutual ces- 
sation of military supplies to the two sides 
fighting in Afghanistan. He called for a 
ceasefire in the Afghan war to begin on Jan- 
uary Ist, and announced that the with- 
drawal of Soviet troops will resume in time 
for the deadline of February 15th. 

Mr Gorbachev's stay in New York had 
other purposes. From the depths of Times 
Square to the top of the World Trade Cen- 
tre, 110 stories apart, he saw capitalists at 
work, even though he stood up the city's 
most conspicuously capitalistic citizen, Mr 
Donald Trump. Sight-seeing in a 45-car mo- 
torcade at the height of the Christmas shop- 
ping season caused some congestion—soon 
called Gorby-gridlock—though the threat 
of it made traffic lighter than usual on the 
first day of his visit. 

While in the commercial centre of the 
world, he would have liked to make some 
deals. Plenty of New York's capitalists are 
keen to join the Europeans pursuing joint 
ventures with the Soviet Union. Mr 
Gorbachev is eager to win easier credit to 
lure them in. But American policy is still to 
link the issue of trade to both the risk of 
transferring technology of military value 
and the issue of Jewish immigration. An- 
other unilateral gesture, please. 





Appointments 


Five more 


WASHINGTON, DC 


ITH the appointment of another 
batch of new officials, Mr George 
Bush now has his senior economic team in 
place. The timing was a little maladroit; Mr 
Bush announced his choices on Tuesday 
when America was awaiting the arrival of 


Mr Mikhail Gorbachev. And the one ap- 
36 


pointment that might have competed with 
Mr Gorbachev for Americans' attention— 
the new secretary of defence—was still at 
mid-week up in the air. When Mr Bush in- 
troduced his new lieutenants to the press, 
the questions were about the man who was 
not there: Mr John Tower, an ex-senator 
from Texas, who is still hanging around to 
hear whether he has the defence job. In the 
process he has become the target for every 
sniper s pot-shot. 

The lack of interest was bad luck on the 
nominees who were there. The most influ- 
ential among them, by virtue of the man 
rather than the second-level job, is Mr Rob- 
ert Mosbacher, who is to be secretary of 
commerce. Mr Mosbacher, a rich Houston 
oil-man, aged 61, is a foundation member of 
Mr Bush's kitchen-cabinet. He, Mr Jim 
Baker (a fellow Texan, headed for the State 
Department) and Mr Nicholas Brady (for 
the Treasury), are the three top aides closest 
to the president-elect and the ones to whom 
Mr Bush is most likely to pay attention. 
Whatever happens to Mr Tower, the great 
state of Texas will not be under-represented 
in the new regime. 

Mr Mosbacher, like Mr Bush, left his 
rich east-coast family to strike out and make 
a fortune for himself in Texan oil. The two 
men have known each other for years, and 
Mr Mosbacher claims that it was Mr Bush 
who converted him to Republicanism. He 
has worked spiritedly for the party ever 
since, becoming a bounteous fund-raiser. 
He collected money for Mr Bush when he 
ran for the Senate in 1970 and was financial 
adviser both in 1980 and in 1988. He was 
also Mr Gerald Ford's finance chairman in 
1976. 

Mr Bush has already shown that he re- 
pays loyalty with interest and that he is more 
at ease with old friends around him. Mr 
Mosbacher, a champion yachtsman with a 


Webster, Boskin, Mosbacher and Hills, standing to Bush's attention 








red-headed third wife who is expected to 
make a splash in social-political Washing- 
ton, was offered the job several weeks ago. 
The delay was caused not by indecision but 
by the difficulty the FBI has had in checking 
the independent wild-catter’s large financial 
holdings (his fortune in oil and real estate is 
reckoned to be worth $200m). The Village 
Voice carried a long article in September in- 
vestigating Mr Mosbacher’s venture into 
off-shore oil exploration in the Philippines 
in the 1970s. The magazine suggested not 
that Mr Mosbacher had done anything ille- 
gal, but that he may have benefited from the 
venality of the Marcos regime. 

Mr. Mosbacher will preside over the 
1990 census, but his priority, he says, will be 
export promotion; freer trade (so long as it 
works both ways) is his ambition. Both he 
and Mrs Carla Hills, who is to take over 
from Mr Clayton Yeutter as trade represen- 
tative, are novices in complex trade negotia 
tions. But we will work as a team, he replied 
piously when asked how he sees his relations 
with her. Mrs Hills can probably stand up 
for herself against the dashing Mr 
Mosbacher, though she will not have the 
same access to the president. She will have 
her work cut out preparing America for 
1992, as well as implementing the trade act 
and the free-trade agreement with Canada. 

Mr Bush, delighted to have broken his 
men-only string of appointments, described 
her job as "trade minister” and herself as a 
"tough, no-nonsense attorney" who will 
work aggressively to expand trade opportu- 
nities. This makes her sound like a battle- 
axe, which she is not. A Californian lawyer 
(educated at Stanford, Yale and, briefly, at 
St Hilda’s, Oxford), she was summoned to 
Washington in 1974 by Mr Elliot Richard- 
son when he was attorney-general. She ran 
the civil division of the Justice Department, 
dealing with the Nixon tapes, among other 
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things. She was then Mr Ford's secretary of 
housing and urban development (and the 
third woman ever to hold a cabinet posi- 
tion). Her advice to Mr Bush on domestic 
policy is contained in the "American 
Agenda" report chaired by ex-Presidents 
Ford and Carter. 

The last slot in the top economic team 
has gone, as expected, to Mr Michael 
Boskin, who will chair the Council of Eco- 
nomic Advisers. Mr Boskin, a mainstream 
conservative who teaches economics at 
Stanford, is the inventor of the “flexible 
freeze", Mr Bush's campaign notion for 
bringing the budget deficit under control by 
holding aggregate spending to the level of 
inflation. (He also pioneered the one-day 
wonder of tax-free savings accounts, 
mocked by the Dukakis campaign because 
they would, it seemed, have saved so little.) 
Doubters are rather pleased that he should 
now be given the chance to make his brain- 

ildren work. Admirably consistent, he de- 
| ie that he is still "absolutely convinced 
in my heart of hearts" that things can be put 
right without a tax increase. 

Mr Bush also made two non-economic 
appointments. He decided, in the interests 
of continuity, that Mr William Webster 
should stay on as director of central intelli- 
gence (Mr Bush, who held this job briefly 
under Mr Ford, was disappointed when Mr 
Carter decided to appoint his own man). 
With the Iran-contra affair, and the late Wil- 
liam Casey's extra-curricular activities, on 
everybody's mind, Mr Bush is insistent that 
the CIA should be an intelligence-gathering 
operation, not a policy-making one. Mr 
Webster will not be in Mr Bush's cabinet. 

Nor will Mr Thomas Pickering, another 
non-policymaker, who was Mr Bush's sur- 
prise choice for America's ambassador to 
the United Nations. The selection of a ca- 
reer diplomat, rather than a political ap- 
pointee (Mrs Elizabeth Dole had made it 
ee that she would like the job), is a big 

st to a State Department that has been 
held in low esteem by conservative 
Republicans. 

Mr Pickering is a top-notch professional 
who can be relied upon to carry out orders 
in a deft and intelligent way. He has been 
ambassador in some sensitive places, and 
won praise from his colleagues for his steadi- 
ness of purpose. In El Salvador in 1983-85, 
he avoided high-handedness and over-in- 
volvement. His support of the centre got 
him scolded by Senator Jesse Helms and 
nearly assassinated by the Salvadorean right 
wing. In Israel, where he is just ending his 
current assignment, he has spoken out 
against the lethal weapons that Israel's secu- 
rity forces use against Palestinian demon- 
strators. Mr Pickering's performance at the 
United Nations will be precisely as good, or 
as bad, as the Bush administration's foreign 
policy. 
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The budget 
A petrol-pump 
solution 


NEW YORK 


ANY economists agree that the easiest 

way for America to trim its budget 

deficit is to raise its petrol tax to bring it into 

line with rates in other countries. It looks so 

easy that foreigners cannot understand why 
Congress has not done it already. 

Thetax on an American gallon of petrol 
averages 29 cents, of which nine cents goes 
to the federal government, the rest to state 
and local governments. This is easily the 
lowest in the industrial world. On an equiva- 
lent quantity, motorists in Japan and most 
European countries pay taxes of between 
$1.47 and $3.20 (see chart). 

Each extra cent of tax on a gallon of pet- 
rol in the United States would raise roughly 
$1 billion in government revenue. So a 50 
cent increase (phased in over three to four 
years, say) would reduce the $150 billion 
budget deficit by $50 billion before taking 
account of any additional indirect benefits 
as a result of lower interest rates. American 
motorists would still pay less than half the 
tax paid in most other countries and, al- 
though an extra 50 cent tax would lift the 
pump price to about $1.50, that would still 
be, in real terms, a fifth lower than in 1981. 

Not only would a higher fuel tax cut the 
budget deficit, it would also encourage en- 
ergy conservation and reduce America's de- 
pendence on imported oil. By one estimate, 
a tax increase of 50 cents could make two- 
thirds of all passenger vehicles economically 
obsolete, because they run at less than 20 
miles to the gallon. Owners of gas guzzlers 
would have a bigger incentive to switch to 
fuel-efficient cars. 

A. higher petrol tax would contribute 
something to inflation. But the main snag 
with what might appear to be an almost per- 
fect solution is that higher petrol taxes 
would hit the poor hardest. Petrol taxes are 
more regressive in America than in other 
countries. In Europe those on low incomes 
tend to use public transport; in America 
they have to use cars, both because the 
country is huge and because public trans- 
port is limited outside a few cities such as 
New York and Washington, pc. If the poor 
and the rich clock up similar mileages, a tax 
increase will absorb a bigger share of the in- 
come of the poor than of the rich. 

Worse, poorer motorists tend to drive 
older, thirstier cars. An extra 50 cents on 
petrol would cost the average American mo- 
torist about $350 a year. But on the typical 
new car driven by somebody earning more 
than $50,000 a year, the extra bill would be 
less than $200 a year, while somebody earn- 
ing below $20,000 and driving an old banger 





(giving much fewer miles to the gallon) 
might pay an extra $600. 

The regressive nature of a petrol tax is 
one reason Democrats dislike it. They do 
not, in any event, want to risk unpopularity 
by proposing any tax increases; the first 
move, they feel, should come from the Re- 
publicans who have made a tax increase so 
awkward politically. But many believe taxes 
will have to go up if the deficit is to be cut. 
Mr Dan Rostenkowski, chairman of the 
House Ways and Means Committee where 
tax laws originate, said this week that he fa- 
vours an increase in the federal petrol tax. 





Democrats 


Empty chair 


O THE disappointment of many Demo- 

cratic leaders, Mr Paul Kirk has decided 
to step down from the party's top post, the 
chairmanship of the Democratic National 
Committee. His resignation, though not un- 
usual after a presidential election, is a blow 
to those who found him a stable and sensi- 
ble guide for a party that does not always do 
stable and sensible things. Senator Lloyd 





Kirk laughs his way back to lawyering 
37 


"We've got over 200,000 customers who don't pay 



























































DAVIS, CALIFORNIA 


HILE relative unknowns compete 
for the post of Democratic na- 
tional chairman, an American political 


seemingly lesser position of state party 
chairman in California. Mr Jerry Brown 
` was California's governor for eight years, 
. gave Mr Jimmy Carter a good scare in the 
closing stages of the race for the 1976 
Democratic presidential- nomination, 
and used to keep the company of Miss 
linda Ronstadt, a pop singer. Why 
someone with those credentials would 
want a minor functionary s post is yet an- 


known as “Governor Moonbeam”. 


^ He studied Spanish in a Mexican village, 
. investigated Zen Buddhism in the Japa- 
nese town of Kamakura, and most re- 
cently spent four weeks tending to the 
-csick and dying at Mother Teresa's hos- 
pice in Calcutta. All the while he has 
.. been a member of a smart law firm i in Los 
- "Angeles. 

| Describing his adventures in a recent 
< article in the T Bee, the for- 
mer governor reported that the “mixture 


bian ritual” that he witnessed in Mexico 
restored his Roman Catholic faith, while 
the Zen training impressed him with the 
“profound unity” between East and 
West. As for the Mother Teresa experi- 
ence, emptying bedpans and washing ex- 
crement-filled blankets for barely alive 


tion is "crazy". This last revelation poses 

the only threat to Mr Brown's new ambi- 

~ tion. Abortion rights are a litmus-test is- 

|} sue among California's Democrats. Mr 

'* Brown says he still believes in a woman's 
. fight to choose for herself. 








Bentsen, for one, had publicly urged Mr 
Kirk to stay on, 





orgo another term (his explanation was 
hat "there is a season and atime for every 
irpose under heaven"), but it has been 
ggested that he would like to earn some 
oney in his law firm after years of being 
olved with party and legislative politics. 


state loss to Mr George Bush. 

— Mr Kirk was not always viewed so 
“favourably. 
. 1985 many middle-of-the-road Democrats 
worried that he, was the rong person for 





3 erful Democrats, Senator Alan Cranston 
legend has thrust himself forward for the - 


tion). Other Democrats worry that Mr 


other mystery about the man once 


Since leaving office (and losing a E 
. tough Senate race) in 1982, Mr Brown, 
. now 50, has pursued a spiritual odyssey. - 


: of Christianity and native pre-Colum- 


human beings convinced him that abor- | 





' It is unclear why Mr Kirk has decided to ~ 


t Kirk leaves his post with his reputation | 
tact, despite Mr Michael Dukakis's 40- _ 


When he became chairman in. 


. Mr Brown has already won the en- 
dorsement of California's two most pow- 


and the Speaker of the state Assembly 
(legislature), Mr Willie Brown (no set 


Brown's flaky reputation will not help 
the party to rediscover the middle-class 
respectability it needs. Despite great op- 
timism among Democrats this year, no 
Democratic candidate for the presidency 
has carried California since 1964. Mr 
Brown himself, having rediscovered faith 
in Mexico and charity in India, may well 
feel that the greatest spiritual challenge 
of all will be to invest the Democratic 
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the job. Mr Kirk is from Massachusetts and 
- has strong ties to Senator Edward Kennedy. 
He did not appear to have the kind of cre- 
dentials that moderate Democrats were 


looking for in order to capture the White 


— House. By the time the election was under 


way, however, Mr Kirk had surprised the 
worriers by taking steps to try to rid his 


party of its image as a haven for left-wingers 


and quirky special-interest groups. Mr 
Kirk’s well-publicised decisions included 
cancelling the party’s mid-term convention, 
a forum for party activists, and abolishing 
the party-caucus system, thus removing the 
official status of groups representing various 
races, sexual interests and so on. 
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rim to rum Mt Kirk are > hove m 
names. ae 
' The early favourite is Mr Richard Wie: 
ner, the partys chairman in Michigan. 
(which suggests he may enjoy support from. 


trade unions) and the chairman of the Asso- 


ciation of State Democratic Chairs (which. 
means he knows a lot of top people in the. 
party). He is a professional campaigner. 

Mr Wiener might benefit from the po- 
litical rift that could occur if either of the 
two better-known candidates for the job are 
chosen. Mr James Jones, the former chair- 
man of the House of Representatives Budget 
Committee, is a southerner (from Okla- 
homa) who would be viewed as representing. 
the party's conservatives. Mr Ron Brown, 
who is black, was the convention manager 
for the Rev Jesse Jackson, and is likely to bs: 
associated with Mr lackson's wing of: 
party, although he has also worked for other 
liberal Democrats. 

Other candidates, or potential candi- 
dates, to replace Mr Kirk include two former 
congressmen, Mr Michael Barnes from 
Maryland and Mr James Stanton from 
Ohio, and Mr Nathan Landow, a Demo- 
cratic fund-raiser. Plenty to choose from for 
the Democrats, even though many would 
have preferred to stay as they were. 








Texas 
Blind justice 


NLY in Texas would a man be sen- 

tenced to 20 years in jail for stealing a 
tin of Spam, and another get 35 years for: 
stealing 12 frozen turkeys even though thg 
loot was recovered before it even had tim 
to defrost. But there may be limits to the 
ruthlessness even of Texan judges. The 
Texas Court of Criminal Appeals, the last: 
stop in the state’s judicial process for con- 
victed felons, seems ready to overturn two 
apparent miscarriages of justice, both in- 
volving the death penalty. 
— The best known case is that of Mr Clar- 
ence Brandley, a black man convicted in 





1981 by an all-white jury for raping and kill- 


ing a young woman who was attending a vol- 
leyball tournament at rural Conroe High 


. School, where he worked as a janitor. Mr 


Brandley insisted that he had been framed 
by the white janitors who actually killed the. 
girl, and then railroaded by the local police,’ 
prosecutor and judge. He has come within 
five hours of being executed, only to win yet 
another stay pending a new hearing. — - 

In October 1987 the state bowed to na- 


tional indignation and appointed a. retired 





state judge, Mr Perry Pickett, to re-examine 
the evidence. In reporting his findings, 
Judge Pickett delivered a scathing denuncia- 
tion of Conroe justice: 


In my 30 years on the bench, no case has pre- 
sented a more shocking scenario of the effects 
of racial prejudice, perjured testimony, intimi- 
dation of witnesses, an investigation the out- 
come of which was predetermined and public 
officials who, for whatever motives, lost sight of 
what is right and just. 


He recommended a prompt dismissal of the 
conviction. Possibly waiting with political 
tact until after the election season, the 
Court of Criminal Appeals has at last sched- 
uled oral arguments on a dismissal motion. 

The other controversial case involves 
Mr Randall Adams, who has spent the past 
12 years on death row for the murder of a 
policeman, Robert Wood, in 1976. Wood 
was shot five times by the driver of a car he 
had stopped for a minor traffic offence. Mr 

ms's conviction rested mostly on the 

ewitness evidence of Mr David Harris, 
who claimed to have been in the car. 

Fortunately for Mr Adams, the case be- 
came the subject of a movie, “The Thin Blue 
Line", made by a New York film maker, Mr 
Errol Morris. The film raised serious ques- 
tions about the trial. Using evidence dug up 
by Mr Morris, Mr Adams's lawyer sought a 
new hearing from the State District Court. 
In a dramatic session last week, Mr Harris, 
who is now on death row for another mur- 
der, declared that Mr Adams was not in- 
volved in the shooting. "My finger was on 
the trigger," he confessed. 

Virtually all the other witnesses from 
the earlier trial have also been discredited. It 
has been disclosed that state witnesses had 
perjured themselves, and that the Dallas dis- 
trict attorney had suppressed evidence that 
could have established Mr Adams's inno- 
cence. The district attorney at the original 
- trial had concealed the fact that Mr Harris 
as facing a life sentence on unrelated 
"charges at the time, all of which were 
dropped after he gave his evidence. Judge 
Larry Baraka found this “a little peculiar”. 
He concluded that Mr Adams's conviction 
was wrong. It is up to the Court of Criminal 
Appeals to set him free. 





University of California 


Bursting at the 
seams 


SAN FRANCISCO 


ROWTH is the central fact of life in 
California. Swollen by immigration as 
well as natural increase, its population grew 
by 652,000 last year, to a total of 28m. With- 


in a generation it is expected to have grown 
by another 13m. Lots of these new Califor- 
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nians will be young, hungry for education 
and looking to the University of California 
to provide it. It is already one of the largest 
universities in the world, with nine cam- 
puses and 160,000 students. That is the 
number that the university had expected to 
reach by 1994. It is now having to revise its 
expansion plans. 

The university aims to take all appli- 
cants from the top eighth of California’s 
high-school graduates if they also do well on 
admission tests. (Those who are rejected can 
turn to the state's 19 four-year colleges or its 
106 two-year community colleges.) But 
applications from qualified students already 
far exceed admissions. Only 4,000 of this 
year's 23,000 applicants to Berkeley, for in- 
stance, could be accepted. 

Not all its branches are as well thought 
of as Berkeley, but the university generally 
enjoys a high academic reputation. It is also 
cheap. It charges nothing for tuition; a stu- 
dent can live in a dormitory, buy books and 
meet other expenses for around $7,500 a 
year. So it is not likely to grow less popular. 
Rather, it is expected, by 2005, to want to 
find places for some 217,000 students. Of 
these, 197,000 may be accommodated in the 
existing branches by putting up new build- 
ings and redoing others. But it would still 
have to house another 20,000. 

To meet the demand, the board of re- 
gents, which governs the university, plans to 
add three new campuses. The first would 
open in ten years, the others two years later. 
One question is where they will be built. An- 
other is how they will be paid for. The state 
is bound by tight constraints on spending, 
imposed by an initiative passed by the voters 
in 1979. Any increase in state spending is 
limited to the rate of population growth and 
the rise in the cost of living. 

This limit is already having its effects. 
The university's planners fear that they will 
be intensified by the passage last month of a 
measure that gives priority to elementary 
education in the allocation of state money. 
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Where will future young Californians congregate? 






AMERICAN SURVEY - 





Unless these restrictions are modified, Mr 
William Baker, the university's finance man- — 
ager, fears that by 2005 it will be running an - 
annual deficit of $1 billion. Small wonder 
that Mr David Gardner, the university's 
president, insists that the new campuses will 
be built only in areas which are so anxious 
to acquire them that they will donate the 
land. 

Some prospective campuses are far from - a 
enthusiastic. Some towns fear increased traf 
fic congestion and the loss of local taxes 
from the land that would be absorbed by a . 
new, tax-exempt university. Rural areas, - 
perhaps around Fresno in the agricultural — | 
Central Valley, may be more receptive. A — 
new university there would be unlikely to be- 
seen as an encroachment on space needed — 
for other uses; and it would be welcome for 
the prestige and cultural advantages it - 
would bring (Irvine, in southern California, 
was delighted to become the home of a cam- — 
pus in 1965). Some other rural areas in the 
northern mountains and southern deserts — 
also aspire to become university centres. - 
Finding a site may yet prove less difficult 
than paying for what is to go on it. 











Earthquakes 1 
Rumblings in the 
east 


EOPLE in southern California were 

shaken awake on December 3rd by an — 
earthquake centred on Pasadena. Buildings 
rocked. Books fell off shelves. Power was lost 
for several minutes in Los Angeles. Several 
people were injured. Nobody else paid much 
attention. 

Earthquakes in California are so fre- 
quent as to be commonplace. About 500a 
year are big enough to be felt, but only three - 
of those, on average, are big enough to cause 
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ars a i be oe one”, a refer e 
“a major earthquake yet to come — 
at would cause .untold damage 
roughout the state. It is part of the 
Iklore that makes California differ- 
t from the rest of the fuse 

Yet it may not be all that differ- 
t Less talked about, but apparently 
ess dangerous, is the prospect of a 

1 arthquake « on the east coast. A 
ider of that possibility came on - 
ve b 25 | when. an earthquake 
ed on Chicoutimi, in Quebec, 
as felt as far south as Washington, 

zand as far west as Michigan. The 
quake registered 6.0 on the 
ichter scale (30 times stronger than Pasa- 
a's, which registered 5.0), making it one 
‘the most powerful to hit the east coast for - 
ong time. (By contrast, Wednesday's 
irthquake, in Armenia may have registered 
high as 8.0.) 

None of this has come as much of a sur- 
ise to seismologists, many of whom think 
ite likely that a large earthquake will 
tike the east coast before the end of the 
‘ntury. It is a popular misconception, say 
3 : scientists, that earthquakes occur only 
ng major faults, where the earth's plates 
13s in California. Although the crust is 
eed stronger elsewhere, this simply 
gans that more stress can build up before 
e earth moves. Consequently, while earth- 





































quakes are less frequent in the east, the ratio 
of large ones to small ones is greater. Fur- 
thermore, tremors caused by such earth- 
quakes have more range, affecting a greater 
area. 

Some of the strongest earthquakes to 


strike America have indeed occurred east of 


the Rockies. The largest non-western quakes 
were probably a series that hit New Madrid, 
Missouri, in 1811-12. They would probably 
have scored more than 8.0 on the Richter 
scale had it been around to register them. 
The earthquakes are said to have caused 
church bells to ring as far away as Boston. 
The largest earthquake with an east-coast 
epicentre is thought to have been one that 
struck Charleston, South Carolina, in 1886. 


E ictu N EANA AENEA A ME EA an vivet iem m SNAP LEHMAN NANI QUA Maa HERB HUNE CUR LN UU MS EOISH abi T CVM INI CC CUTE CATENIS TRUE T TEC EE EE MEE ERE EET EE pairean alanat 






























WASHINGTON, DC 


RITAIN'S latest export to America is 
J the hunt saboteur, whose activities 
“are setting a new trend among direct-ac- 
.tion environmentalists in California. 
Hunt saboteurs there are now disrupting a 
state-sponsored hunt of bighorn sheep. 

. The bighorn had all but disappeared 
. by the beginning of this century. Hunters, 
| seeking food for mining camps, had killed 
- them off. In recent years, thanks to the 
= work of California's fish and game depart- 
ment and of a group of private conserva- 
tionists interested in hunting, the herds in 
'alifornia have revived. About 450 ma- 
jestic Nelson bighorn sheep now live in 
the caves and on the rocky precipices of 
he Old Dad and Marble mountain ranges 
n the eastern Mojave desert. Last year, for 











eld a two-week hunt under a lottery sys- 
m; eight Californians were picked. and 
lowed c to kil one ram h each. he Behe to 






€ first time. in over a century, the state. 


ginian who has paid more than $50,000. 
The money will go towards building up 
the herd, which the hunters hope will 
number 10,000 by the end of the century, 
thereby allowing more to be taken. 

Enter the ecologists, led by Miss 
Verena Gill, a young Englishwoman ex- 
perienced in disrupting fox hunts in Sur- 
rey. In America she has joined activists 
from such groups as Earth First, Sea Shep- 
herd and the animal-liberation movement. 
(which has been breaking into research 


as Pennsylvania in 1954 and 1984, and 


bounding off down the mountain side. 


More recenth 
quakes shook eastern EN "efittal 


| upstate New York in 1983. 

. . The responsibility of preparing 

. for an earthquake lies with individual 
(| states and local authorities (although 
7| the Federal Emergency Management 
Agency has been assessing how vul- 
nerable the east is to damage from a 
large earthquake and urging that 
more attention should be paid to the 
matter). Preparation, as a result, is ir- 
regular. Some areas, such as New 
England and South Carolina, have 
earthquake provisions in their build- 
ing codes; others do not. In general 
the east is not nearly as well prepared for. a 
disaster as the west. 2 

It should be. The All-Industry Research: 

Advisory Council recently estimated the 
damage and cost of an earthquake measur- 
ing 7.5 on the Richter scale hitting Los Ang 
geles just after lunch on a weekday. The cos 
to insurance companies: almost $50 billion. 
The human toll: 69,000 in hospital, 17,000 
dead. It could be more in New York. 


| Coerection: keitad, strip-mínets treat the own- 


| ers of land more parsimoniously than we reported 
| in the issue of November 16th. They pay them 50 
| cents for each ton of coal, not $50. 
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laboratories in southern California and | 
setting monkeys free). They think there 
are too few bighorn sheep to hunt. Many 
are opposed to hunting per se. In particu- 
lar, they are opposed to trophy hunting, 
finding in it "speciesism" —man's domi.. | 
nation of other animals. 

Dressed in camouflage like guerrilla 
fighters, they move into the area of the. 
hunt, equipped with food and water to 
last two weeks. They scout out the hunt- - 
ers’ camps, and follow them when they set | 
out to.stalk the sheep. When the hunter 
settles on a particularly splendid ram and. 
raises his rifle or bow, the saboteurs spring - 
forth, blowing on an air horn whose ear- - 
splitting notes send the startled sheep 





When the saboteurs tried to disrupt 
last year’s event, the hunters locked up 
one group in a horse van before turning | 
them over to the authorities for arrest. | 
That incident has led to a civil suit against 
the hunt group and the state. This year, in 
a comic effort to maintain order, armed — 
state na yrs protect the wildlife) | 
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pne cuisine with service to match. 
At Saudia we are not content merely to offer you a delicious variety of 
cuisine. We take pride in the care and hospitality of our cabin crew. 

Fly Saudia and you'll experience our five-star service. 
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“TBM. people work with us 


as if they were employees, 













~ Hwa Seung Corporation understands the 
importance of building long-term business 
relationships. Licensed to produce sports 
shoes which carry the Reebok brand, Hwa 
Se he largest shoe manufacturer of its 
<ind in the world. Its success depends upon 
how well it meets standards for quality, 

_ efficiency and support. It proves itself 36 
million times a year, with every pair of 
shoes it makes. 




















“We gathered information 
from other vendors, but 
IBM offered the whole 
package — and backed it 
up with support. " 














operations by installing a computer system, 
it wasn't just looking for a computer firm — 
it was looking for a partner. IBM 
recommended its System/38 to handle Hwa 
Seung's business requirements, but it was 
IBM’s on-going programme of support that 
sold them. 





ing MAPICS, IBM’s manufacturing 
are, IBM helped Hwa Seung automate 
ordering, finance and inventory 


ontrol. The system cut the time needed to 


















large company, but 
aims for quality.” 

















check inventory levels by two-thirds. V 
Hwa Seung’s move to computerisation, 
was able to introduce new managemen 


concepts and help Hwa Seung develop 
long-term business plan. 


z^ 





In the future Hwa Seung hopes to expanc 
sales of its own brand of shoes, Le Caf, 
which is sold domestically. Hwa Seung an 
IBM are now implementing Korea’s firs 
















giving Hwa Seung better control of | 
retail sales. Through the partnership, I 
working to meet Hwa Seung’s needs fo 
quality, efficiency and support. And t 

something Hwa Seung understands very 
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Measuring time 
| was probably one of man- 
kind'5 first technological accom- 
? plishments. Stonehenge, one of 
| the earliest timepieces, regularly 
drew a crowd that marveled at its accuracy. 
Over three millennia later, an entire year can be 
divided into milliseconds, and sunrises and sunsets 
come and go with absolute predictability. 






























” But, as you may have noticed, how a clock moves and what 
it means can be open to interpretation in the middle of the 
"night by a financial printer. For instance, “We'll turn this job 
around in 45 minutes” may not mean 45 of the kind of minutes by 
which time is commonly reckoned. Because an hour and a half later 


you're still waiting. 





"it'll be there in a jiffy” certainly doesn't mean "quickly" as we know it—wars 

have been fought and kingdoms lost in similar jiffies. The Pandick approach is a 
little different. If we need an hour to turn around a proofing cycle, we'll ask for an 
hour and you'll see it in an hour. And if you need instant transmission across the 


country or across the world, we'll deliver as early as yesterday* 


Let's face it. If the success or failure of your efforts is based on beating the clock, there is a 
benefit from working with the right printer. Give us a deadline. We'll live up to it. 


* A job set in London at 1 a.m. local time can be transmitted, edited and finalized by the end of the previous day in New York. 


@ PANDICK, Inc. 


345 Hudson Street, New York, N.Y. 10014 Telex: 12009 
METCALFE PANDICK, Ltd., New Roman House, 10 East Road London N1 6AJ Fax: 01-251 0962 








centers throughout North America and the world. 
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INTERNATIONAL 


Is there no end to Argentina's 
tumultuous colonels? 


FROM OUR ARGENTINA CORRESPONDENT 


EE PENG the dignity and honour 
of the nation, the men with the guns 
have humiliated Argentina's politicians yet 
again. For the third time in two years a colo- 
nel’s mutiny has ended in fudge and com- 
promise, while the army's high command 
equivocated and the elected government 
wrung its hands. Argentina desperately 
„Needs international confidence if it is 
| Tb get out of its morass of debt and 
^ Offer its people hope. Instead it has 
become a stage for a repetitious His- 
panic farce. 

On December 1st about 60 coast- 
guards disappeared from their base 
with their weapons. They joined 
forces that night with some 400 sol- 
diers, led by Colonel Mohammed Ali 
Seineldin, at an infantry school 20 
miles from the capital, Buenos Aires. 
The colonel, who boasts of his record 
in the Falklands war of 1982, had re- 
turned from diplomatic exile in Pan- 
ama to make three demands; changes 
in the army's high command, a bigger 
defence budget (meaning, among 
other things, more pay for soldiers), 
and an amnesty for all officers ac- 
cused or convicted of crimes commit- 
ted during the military dictatorship 
that ended in 1983—not least during 
E. "dirty war” against the urban 


errillas who caused mayhem in the 
1970s. 

On the next day the chief of staff, 
General José Caridi, stationed troops 
around the rebels' stronghold and be- 
gan to negotiate with them. Mr Raul 
Alfonsin, the country's elected presi- 
dent, was due home after visiting the 
United Nations. On arrival he in- 
structed General Caridi to quell the 
rebellion, by force if necessary, without 
negotiations. 

That was on Saturday morning, Decem- 
ber 3rd. Around midday there was some 
confused firing, in which four rebels were 
wounded. On Saturday afternoon Colonel 
Seineldin, with his tanks and his men, was 
free to drive around the Buenos Aires outer 
ring road— police escort, blue flashing lights 
and all—to a smaller army camp, closer to 
the city centre. 

Twenty-four hours later General Caridi 
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Not waving but drowning 


had the rebels’ new base surrounded by 
tanks. After an hour he withdrew them. Ap- 
parently defying the president's order, the 
general was negotiating. Since his removal 
was the mutineers' main demand, this 
seemed odd. Nevertheless, the negotiations 
appeared to succeed. It was agreed that sole 
responsibility for the mutiny should be laid 





upon its leader. After another 24 hours Col. 
onel Seineldin went off comfortably into 
military detention. His army co-conspirators 
and subordinates went home, with their 
weapons; only the unfortunate coastguards 
were locked up. 

Mr Alfonsin said he had not agreed to 
any compromise. The concessions General 
Caridi made to the rebels presumably con- 
cern top-level military appointments, dirty- 
war forgiveness, or soldiers! money. The 
president had to swallow the bargain. In Ar- 


gentina governments are elected, but the 
army decides about such things. 

The first mutiny against Mr Alfonsin 
took place at Easter last year, led by Colonel 
Aldo Rico. He demanded changes in the 


army high command, and got General ~ 


Caridi instead of the man he hoped for. He 
also wanted an amnesty for army men ac- 
cused of dirty-war crimes, and got a stop put 
to most prosecutions. Colonel Rico went 
into detention, which did not prevent him 
organising a new mutiny, for similar objec- 
tives, in January 1988. This time he swore he 
would fight to the end because “I have 
Spanish blood and that blood never surren- 
ders," and promptly surrendered. Colonel 
Seineldin is of Lebanese Druze ex- — 
traction, but of the same mettle. 

Nobody seriously thinks that 
Argentina's army wants to run the 
country. The job, especially its eco- 
nomic aspect, is too hard for them, 
and they know it. There seem, in fact, 
to be two strands in the army: rela- 
tively respectful right-wingers such as 
General Caridi, and populist nation- 
alist romantic right-wingers, such as 
Colonels Rico and Seineldin. 

By making General Caridi chief 
of staff, Mr Alfonsin was probably 
trying to exploit that difference. The 
colonels may not forgive the general, 
but it turns out that the two groups 
have much more in common with 
each other than with any politician. 
They want the army recognised as the 
true voice of the nation, with the pay 
and respect it deserves. 

In their passionate nationalism, 
both mutinous colonels have affini- 
ties with the Peronist movement, 
which remains the country's stron- 
gest political current and whose can- 
didate, Mr Carlos Saul Menem, is fa- 
voured to win next May's presidential 
election. (He is, like Colonel 
Seineldin, of Arab origin.) Since Mr 
Alfonsin cannot succeed himself, the 
Radical party's candidate will be Mr 
Eduardo Angeloz, who spoke up for 
democracy early in the crisis. So did almost 
all other politicians including, to his credit, 
the Peronist governor of Buenos Aires, Mr 
Antonio Cafiero. The Peronist trade unions 
made pro-democratic noises too, perhaps in 
confidence that their man will win the vote, 
and there weré sizeable street demonstra- 
tions against the rebellious soldiers. 

Mr Menem himself was more circum- 
spect. First he criticised Mr Alfonsin, then 
he briefly chided the rebels, then he shut up 
for the whole of Sunday, December 4th, 
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when things were at their worst, then he 
criticised Mr Alfonsin again. It is pretty 
clear that he would, if elected, absolve offi- 
cers of blame for the dirty war, raise their 
pay and, best of all, say how terrifically patri- 


otic they are. Under Mr Menem's Peronism, 
army and elected politicians would once 
more walk in step. But the country's other 
appalling problems would, it seems, remain 
as far from a solution as ever. 
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Venezuela 


How to be a democrat 


FROM OUR SPECIAL CORRESPONDENT IN CARACAS 


ILE Argentina's soldiers sizzled to 
the south, 7.5m Venezuelans went 
peacefully to the polls on December 4th for 
the seventh time in 30 years. The winner, as 
expected, was Mr Carlos Andres Perez, a 
vivid and polished politician to whom some 
in leaderless Latin America already look for 
a lead. Venezuelans are proud of him, 
and nostalgic for the petro-bonanza 
he presided over as president from 
1974 to 1979. It was easy then. Poli- 
tics at home still push him towards 
softness; but the oil price pushes to- 
wards tough decisions. He began his 
presidency with a trip to the Middle 
East, hoping to talk oil up. 

Venezuela depends on oil for 
four-fifths of its export earnings and 
about half of its ordinary revenues. Its 
obvious problems since world prices 
halved have been made worse by gen- 
erations of governments unwilling to 
take unpopular decisions. Import re- 
strictions are labyrinthine yet ineffec- 
tive. Exchange rates are many-tiered 
and too high. The oil shock encour- 
aged some new exports, but not 
enough. 

Venezuela must pay $5 billion, in 
principal and interest, on its $31 billion 
debt this year, and will have to pay $6 billion 
a year from 1989. It is likely to have a bal- 
ance-of-payments deficit of $3 billion-3.5 
billion this year. The central bank's operat- 
ing reserves (on the tightest definition) have 
halved to around $2 billion: dubious expedi- 
ents, such as selling future oil receipts, make 
things look a bit better. 

The prices of many basic consumer 
goods are controlled, so the shops some- 
times run short of staples like rice. Some 
economists reckon the public-sector deficit 
is unhealthily high, at 7-896 of Gpr. Interest 
rates are half the rate of inflation, so hardly 
anyone puts money in the banks, which 
therefore do hardly any lending. Inflation 
was 40% in 1987 and more than 26% in the 
first 11 months of this year. 

Venezuela's troubles are not nearly as 
bad as, say, Peru's, but Venezuelans are less 
used to having them. Though their income 
per head is still Latin America's highest, real 
purchasing power has fallen by between a 
third and a half in five years. A university 
graduate, who seven years ago expected to 
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earn up to $1,500 a month in his first job, 
now gets $250. Three-fifths of the people 
live in poverty. They now look to "Carlos 
Andres" for solutions. 

Mr Perez has muted the populist slogans 
of the 1970s, when he nationalised the oil 
and iron ore industries, built up staté enter- 
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Carlos Andres, populist getting serious 


prises and rebuffed’ foreign investment. 
Now he talks fashionably of giving the pri- 
vate sector more space, encouraging exports 
and courting foreign investors. The country 
pays 6596 of its oil earnings to service the 
debt; he wants to stop that, but rules out a 
one-sided moratorium. Keen on contact, he 
is sounding out his Latin fellow-presidents 
or a Latin American debt conference. 

Next year some hard decisions must be 
taken: there must be price increases, 
broader tax coverage, devaluation of the bo- 
livar and probably higher interest rates. Yet 
the oil workers are expecting a wage increase 
soon, and the trade union confederation has 
asked for a steep increase in the minimum 
wage. Mr Perez's problem is that the politi- 
cal climate will make it hard to be decisive. 

At first sight political conditions look 
good. For the first time in 20 years the voters 
failed to kick out the party in power, and the 
main opposition party, COPEI, is even more 
bitterly divided after defeat than before it. 
But Mr Perez beat his main opponent by a 
smaller margin than his predecessor did, 
and at the same time his party lost its previ- 


ous command of congress. 

There is rivalry, too, inside the ruling 
Accion Democratica party (AD). Mr Jaimé 
Lusinchi is leaving the presidency, as he 
must, but he stays in the party. He did not 
originally support Mr Perez as the party's 
candidate and, despite the country's eco- 
nomic problems and his own front-page per- 
sonal life, he remains one of Venezuela's 
most popular figures. 

Nor is AD quite the focus of unity it used 
to be. Although the country's main trade 
union group is closely allied with the party, 
its head, Mr Juan José Delpino, has been 
openly criticising the government. A rare 
wildcat strike hit the petroleum industry last 
month. An independent labour movement 
is gaining strength in Guayana, home of 
Venezuela's steel and aluminium industries. 
Its leader, Mr Andres Velasquez, has just 
won a seat in congress. 

Dwindling oil revenues are ex- 
posing the flaws in the country's out 
of-date, over-powerful, pork-barr 
party system. Although voting is a le- 
gal obligation in: Venezuela, a fifth of 
those registered did not show up this 
year, twice as many as abstained five 
years ago. Young people, especially, 
are turned off by the lack of internal 
democracy and coherent ideology in 
the two main parties. 

That may change. Mr Perez and 
corel’s Mr Eduardo Fernandez both 
backed political reform during the 
campaign. Both could benefit from it 
in the party infighting that now 
awaits them. Next year Venezuelans 
will start electing governors and may- 
ors directly. Mr Perez is urging an all- 
party consensus, before he takes of- 
fice in February, on more reforms, 
including some affecting congressional elec- 
tions and party procedures. If Venezuela 
succeeds in renovating its democracy, it will 
be a more useful display of Latin leadershig 
than 20 summits to discuss the debt. | 





Forests 


Are they heritage? 


NM are the envoys of 21 countries 
doing in Brasilia, the city born of a 
policy of slash-and-burn, arguing over a 
tropical rain forest an ocean away in 
Queensland, Australia? Members of the 
World Heritage Committee, a branch of 
UNESCO, have been meeting in Brazil to de- 
cide whether some 40 historical and natural 
sites, including the Queensland forest, are 
such superlative examples of their kind that 
they deserve to be “set aside for the good of 
all mankind for the rest of time”. The Aus- 
tralian government says yes; the Queens- 
land government, its right-wing eye on tim- 


THE ECONOMIST DECEMBER 10 1988 







'vernments are usually gratified when 
S they nominate are judged worthy to 


84 sites of extraordinary histori- 
or scenic value that are on the 






mbership of the committee.) 

UNESCO's endorsement adds moral, and a 

bit of legal, weight to the thesis that beauti- 

ful or strange places should be scrupulously 

preserved. It also provides a penny or two 
. for poor countries to preserve them. 





landing it in a muddle with Heritage. 


- listing of the forest which, if it goes through, eod 
~ would give the federal government extra 
-; muscle in its efforts to enforce a ban oncom- _ 3 
- mercial forestry. The. legalities of enforce: 


< ment are complex and, almost certainly, will 
end up in an Australian court. ` p 


i Queensland lobbyists Were n Washing- 


~ ton last week, on their way to Brasilia, where 
_ they are to be seen but not officially heard. 
_ They were hoping to lobby American mem- 
ers of the committee (who were somewhat 
dn the dark about the whole thing since 
Bi ESCO had failed to distribute the nomina- 
h papers), but had to make do with diplo- 
ts at the Australia desk of the State De- 
nent. The lobbyists argue that the 
er industry in the Queensland rain for- 
an acknowledged model of selective 
esting and sustained development. 
want the boundaries to be changed so 
gging can continue in about a third of 
iaa. ^ | 
-onservationists counter-argue that too. 
is known about the long-term effect on 
cosystems of tropical rain forests, par- 
larly in an isolated place like Australia, 
' take the risk of chopping trees down, 
t if this is done responsibly. There is a 
plant in the Queensland rain forest, says Mr 
Mark Plotkin of the World Wildlife Fund, 
that is helping in the study of aips: who 
knows what other riches lurk there, still far 
oma laboratory test? Set that sort of thing, 
s, against a timber sale. 



























But Australia's federal system keeps 
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South Atrica 


The Mandela 


equation 


FROM OUR SOUTH AFRICA CORRESPONDENT 


WEEN Mr Zephania Mothopeng, the 
sick old leader of the Pan-Africanist 
Congress, was let out of jail at the end of 
November, Mr Nelson Mandela's chains 
loosened audibly. Mr Mothopeng's release 
looked as if it was intended to be a trial run 
for the leader of the African National Con- 
gress. A trial run is needed. If President Bo- 
tha decides to ease some of South Africa’s 
present international difficulties by freeing 
Mr Mandela he will present himself with an- 
other puzzle: how to control him when he is 
no longer locked up. 

The government seems to have decided 
to let Mr Mandela out in stages. Since he fell 
ill in August he has been moved three times. 
After treatment for tuberculosis in the hos- 
pital of Cape Town's Pollsmoor prison, he 
was moved first to a nearby provincial hospi- 









I By the squidging of their thu mbs I 


|" FROM OUR SPEC CÓRRESPONDENTINGHANA © ` 





| squidge their thumbs into dark blue pads 
|, and press them on the ballot papers. 


Election ink was used in a modern way as- 


well. The registers of voters’ names were 
smart print-outs from a computer in the 


||. capital, Accra. 


— Old ways are sometimes best. In one 
district nearly 10% of the voters got left 
off the register. Villagers spent the whole 


morning trudging from one polling sta- 


tion to the next to find their names, and 


|| went home thinking democracy a mys 
||. terious business. Generally, though, the 


| 

| 

| 

elections were popular: the government 

| claimed that 8996 of the electorate regis- 

tered, of whom two-thirds voted. 

| — This was Ghana's first election since 

| Flight-Lieutenant Jerry Rawlings seized 
power in 1981, supposedly. to build a de- 

| mocracy of the people's sort. Multi-party 

| politics, he says, is “a foreign system in- 
troduced by the colonial powers". In 
Ghana it had meant rich politicians buy- 

 ingvotes from the illiterate, then recoup- 

| ing by accepting bigger bribes. This time 

| parties have been banned, and the candi- 
dates’ campaign materials have been pro- 








local elections on Decem- > 

e volved a lot of ink. Voters — 

© queued outside polling stations in village - 

"| Post offices and schools to have their - 

| hands marked with- indelible violet. - 

| . crosses that would betray them if they - 
| tried to vote again. They then had to- 


x buildings -give each Ca ndidate f 
age, anda brief history: "Has primary 


- business management, hotel and cate 
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near Paarl, in the western Cap 
the minister of justice and. 
Kobie Coetsee, he could receive 
his family on “a continual basis". Mi 
nie Mandela, Mr Mandela's wife, pr 
denounced the move. Her husban 
said, remained as much a prisoner as. 

Even if Mr Mandela is eventua 
leased from prison, his freedom may | 
unconfined. The government may deci 
put him under house arrest, or slap ord 
on him restricting his movements to previ 
him from meeting people or talking to t 
press. That is what happened to the four 
of the Pan-Africanist Congress, Mr Robi 
Sobukwe, when he was released fro 
Robben island prison nearly 20 years a 
and to Mr Zwelakhe Sisulu, released ft 
prison on December 2nd after near 
years of detention without trial. Mr Si 
newspaper editor, is the son of Mr! 
Sisulu, who was sentenced to life imp 
ment with Mr Mandela. His mother 
Albertina Sisulu, is restricted and und 

















































































vided by the government. RU. | um 4 
Small “posters fixed on- trees 


ahd secondary education. Undertook 


ing industry.” Freed from money, the 
elections passed into the government's. 
grip. Thin policemen watched over each 
polling station; fatter ones toured the vil- 
lages to see that things went as they 
should. Thumbs were pressed on ballot 
papers in solemn secrecy—but each pa- 
per bore a number to identify the voter. 






























ommunication, information, security, entertainment and management functions on board 
luxury cruise liners have one thing in common - they are all areas of Philips expertise. B So in close 
cooperation with ship owners, architects and builders we designed a system that combines all of these 
functions in one. B An innovative package of computer processing and telephone switching 
techniques distributes voice, data, text and video throughout the ship to provide vital passenger, crew 
and management services. œ Special features include: in-cabin revenue-generating operations and 
personalised videotex information; single-card access control and charge authorization; automatic 
point-of-sale transactions; international Satcom telephony with call accounting. œ Adaptability $ 
also a feature, for our integrated communications system can utilize existing MATV and telephone 


wiring. œ And being a single source supplier, Philips assumes full responsibility for successful system 
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Zeph is free, up to a point 


house arrest. 

The authorities might decide to see 
what a released Mr Mandela did with his 
freedom before deciding whether to limit it. 
That is the line they took last year when they 
released Mr Govan Mbeki, who had been in 
jail with Mr Mandela. He was restricted a 
month after he had been given a hero's wel- 
come in Port Elizabeth's black townships. 
The law and order minister, Mr Adriaan 
Vlok, said that Mr Mbeki was being 
“abused by people around him for political 
purposes." Mr Mbeki was confined to the 
magistrate's district of Port Elizabeth, pro- 
hibited from giving interviews to the press 
and forbidden to prepare material for 
publication. 

Ir looks as if Mr Mothopeng will face 
similar treatment. So far, he is not re- 
stricted: he was allowed to call a press con- 
ference where, like Mr Mbeki, he made it 
plain that he was not prepared to recant or 
hold his tongue. Yet when plans were made 
for him to address his followers at a rally in 
Soweto on December 4th, the meeting was 
banned. The gag, it seems, is being slipped 
on quietly but firmly. 

The most convenient outcome for the 
government would be if Mr Mandela went 
the way of a Namibian black nationalist, Mr 
Andimba Toiva Ja Toiva. Having been re- 
leased from jail in March 1984, he left the 
country soon afterwards and quickly be- 
came just another exiled leader. But the 
chances of persuading Mr Mandela to slide 
away into exile look negligible. He has made 
it clear that that he will not meekly retire 
from the political arena in return for his 
freedom. If he is restricted he may break the 
order. If he is then prosecuted and jailed 
again, the government is the loser. Yet if the 
government allows him to defy it, it will add 
to his authority. No wonder President Botha 
is biding his time. 
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The Great Game 


Third time lucky? 


OR 30 vears geopoliticians have: been 

tantalised by the idea of turning the 
great band of Muslim countries that curls 
along the southern rim of the Soviet Union 
into an anti-Soviet alliance. For 30 years 
they have been failing. Britain tried and 
failed first. In the 1950s it invented the 
Baghdad Pact, which brought Turkey, Paki- 
stan, Iraq and Iran together in a brief alli- 
ance. When Iraq pulled out, the Americans 
coaxed the remaining countries into the 
Central Treaty Organisation, a pro-western 
alliance modelled on NATO. By the 1970s 
CENTO, too, was defunct. Now Pakistan is 
trying its hand. 

The Pakistanis have a healthy fear of the 
superpower to their north. A desire to keep 
the Russians away from their borders made 
them help the mujaheddin rebels fight the 
Russians in Afghanistan. Now that the Rus- 
sians are leaving that country, Pakistan 
wants to build a regional alliance that em- 
braces Turkey and lran, plus whatever gov- 
ernment emerges in postwar Afghanistan. 
Each member, the Pakistanis reckon, has a 
local enemy which might be intimidated by 
such an alliance; and all need strength to 
stand up to the Russians. 

The idea was a particular favourite of 
Zia ul Haq, Pakistan's dead dictator. It ap- 
pears to have survived his death. Zia's suc- 
cessor as army chief of staff, General Aslam 
Beg, has been emphasising the need for a 
"strategic consensus’ to deal with the "new 
realities” facing these countries. The project 
is also supported by Zia’s foreign minister, 
Mr. Yaqub Khan, whom Miss Benazir 
Bhutto, Pakistan's new prime minister, has 
decided to keep in his job. So the policy will 
probably continue. 








Pakistan's local enemy is India. General 
Beg said recently that "hostility and con- 
frontation" would continue on. his coun- 
try's eastern border until the Indians gave 
up their ambition to be south Asia's super- 
power. The Pakistanis believe their own 
country would be a lot safer as part of a four- 
country alliance. 

The other potential allies also have 
long-running enmities. Iran has Iraq, Tur- 
key has Greece. Afghanistan will alway 
need a bulwark against Russia. Pakist: 
diplomats have been telling their would-be 
partners that these separate threats, along 
with a common fear of Russia, give all of 
them a good reason for joining forces. Ide- 
ally the Pakistanis would like to set up a fully 
fledged defence pact, with each country 
pledging to spring to the defence of any 
partner who comes under attack. 

That sort of pact is still a long way off. 
Iran's battered army is in no shape to spring 
to its own defence, let alone anybody else's. 
Nobody can tell what sort of government is 
going to emerge in Kabul when the Russians 
pull their last soldiers out of Afghanistan 
next February. And Turkey, which is al- 
ready a member of NATO, tends to see its pri- 
orities to its west, not its east. Having re- 
cently started to knock on the doors of the 
European Community, the Turks will want 
to think long and hard before locking them- 
selves into an alliance that stretches in the 
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Turkey has embarked on a radical restructuring of its 
economy with a view to joming the European 
Community. A new Special Report from The Economist 
Intelligence Unit estimates how far this restructuring is 
likely to succeed over the next five years. — 


Turkev to 1992: Missing Another Chance? assesses 
whether or not Turkey can prepare itself in time for full 
integration within the industrialised world. 


Can Turkey's manufacturing industries compete 
internationally? Will privatisation work? Can the capital 
markets be developed? Will inflation be reduced? 


this Report provides a compre ehensive five 
country's growth, prices, external 
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Opposite direction. 
. Still, the four countries are. .already 
ose. Pakistan's help to the mujaheddin 















































chance of forming a friendship with what- 
er sort of new government emerges in Ka- 
bul. Diplomatic and trading relations be- 
tween Pakistan and Iran remained good 
through the eight years of Iran's war with 
raq. Pakistan and Turkey, two pro-western 
Islamic countries with nothing t to argue 


YEAR ago, on December 8. 1987, an 
| Israeli army lorry killed four Arabs. | 
| The army called it an accident; the Pal- 

-estinians said the killings were deliberate. 


intifada, the Palestinian uprising ir 
: West Bank and Gaza Strip, which: 
conquered in the six-day war of 1967. A 








| and bullets are still flying. 


occupied territories have suffered more. 

Well over 300 have been killed and thou- 
sands more injured; ordinary life has col- 

lapsed under the weight of strikes and cur- 
` fews. The Israelis, in contrast, have got off 
- fairly lightly. Army reservists have had to 
do Tos spells of riot patrol in the territo- 
ries but the duty is miserable, seldom dan- 
gerous. In a year of disturbances only 
eight Israelis—two soldiers and six civil- 

ians—have been killed. .. 


the change the intifada has wrought in 


other countries Mr Arafat is nowadays 











terrorist alighted from. an: aircraf 
Stak bol, ride sede on both 




























group of fue There. h 

plainly that he r ecognised ; right to 

exist alongside an independent Palestine 
From Sweden Mr Arafat v is expected 


to travel to Austria; for an interview with 
the chancellor, Mr Franz Vranitzky, and 
- the foreign minister. He will be in Geneva 
on December 13th to give members of the 
United Nations General Assembly a 
| chance to hear the speech the Americans 








those of China and probably Russia (the 
Russians have chosen their words with de- 
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during the Afghan war gives it a good.” 


This was the incident that set off the. 


year after the uprising began, the s stones | 





- Although it has been a hos dd year m E 
: both sides, the 142m Palestinians of the 


Israelis are nevertheless astonished by - 


the Palestinians’ fortunes. The United . 
States still brands Mr Yasser Arafat, the — 
chairman of the Palestine- Liberation: , 
Organisation, as a terrorist. In a lot of- 


welcomed as a head of state, the indepen: ~ 


dent state of Palestine the PLO proclaimed . 
on November 15th. On December 6ththe — | 


,and went 


| nted them from hearing in New — 
York ny governments, including 





about, are natural friends. 


While Iran and Turkey have squabbled 


over the Kurds, who live in both of them . 
- and-conduct their wars across borders, the 
"two countries have become close trading 
partners. Iran's relations with a future Af . 


phan government are uncertain. Although 
it condemned the Russian invasion, it has 
treated Afghan refugees with suspicion, and 
has helped only Shia, not Sunni, guerrillas. 
The Americans are observing the Paki- 


The year of living dangerously 


liberate E now say they recog- 
nise the state the PLO's national council 
declared last month. 

The Israelis, aghast, complain that the 
world has been hoodwinked by what the 
PLO said in Algiers. The Palestinians claim 


. £O have renounced terrorism and ac- 
~ cepted the UN Security Council's Resolu- 
tion 242, which im lies recognition of Is- 


A leap of anger, and joy 


rael. Israel says the fine print of their 
decisions suggests otherwise. It calls Mr 
Arafat's statement in Sweden a "publicity 
stunt”, and has organised an information 
campaign to expose these .alleged 
duplicities. Fewer people than usual seem 
to be listening to what Israel has to say. 
While the American State Department 
has so far stood lovally bv its ally, Presi- 
dent-elect Bush has preferred to keep his 
silence. The prospect of an American 
president shaking hands with a PLO chair- 
man may still be fanciful; it is no longer 





ments of the intifada, the Palestinians are 


. likely to offer. The Americans want an Is- 
 raeli withdrawal from at least part of the 
Gaza strip and the West Bank, but oppose ^ 





whether a solid alliance can be put together 
soon, and wonder whether there is a danger 


that Iran's hatred 2 all things western 


would contaminate loyal friends like Paki- 


stan and Turkey. From Washington, how- 


ever, the prospect of sewing up an anti-So- 
viet curtain that stretches all the way from 
Istanbul to Lahore is no less enticing today 
than it was 30 years ago. 
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entirely unthinkable. 

Some Israelis worry about their ability 
to cope with a second vear of the intifada. 
For 12 months they have watched burly 
paratroopers being outfoxed by the nim- 
ble urchins of Gaza. Now, on the world 
stage, the PLO is showing uncharacteristic 
flair. Their own government, in contrast, 
has been made clumsy by the inconclusive 
election. of November Ist and the 
agonising weeks of coalition-bartering ` 
that have followed. Even the loyalty of 
American Jews is suddenly in question. 
Many of them have been scandalised by 
the possibility that Mr Yitzhak Shamir 
will buy another term as prime minister by 
letting Israel's religious parties declare 
that some of them are not Jewish at all. 

And yet, and yet. For all the achieve- 
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still a long way from their aim of an inde- 
pendent state. Israel’s army has not 
quelled the uprising, but stays firmly en- 
sconced in the occupied territories. To get 
it out, Mr Arafat must persuade the 
United States to take his side. But rela- 
tions between Israel and the United States 
are still basically good. Worse, the intifada 
has made the Palestinians expect much 
more than any American president is 


the formation of a wholly independent 
Palestine in the evacuated areas. Few Pal- 
estinians, in their present mood, seem 
ready to settle for anything less. 

The danger for Mr Arafat is that his 
speech in Geneva next week will mark the 
peak of the intifada's achievements. If the 
Americans continue to shun him, the 
mood of the Palestinians in the occupied 
territories could begin to change. The 
hard men of the PLO, who agreed in Al- 
giers to give diplomacy a chance, will ar- 
gue that diplomacy has failed, and revert 
to the gun. That in turn will diminish the 
sympathy of outsiders, which has so far 
been the uprising's chief gain. Then Israe- 
lis and Palestinians will hunker down 
once again to their private, bitter war of 
attrition. Little will have changed—ex- 
cept, of course, that hatred between Arab 
and Jew will be deeper than it was before. 
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epressed tradir dil econonic- gus 
conditions irondbont West Africa were 
the major influence on both turnover and 
profits. Nevertheless, in Nigeria, the gr 
maintained its share of the total marke 
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Telephone 212-744-1600 JEEP. s mas cS] i losses were incurred, Activities havebeen —— 
FAX 212-717-4682 . | | pf rationalised and a material i M improvement is is 
The Cussons group continued to make 
satisfactory progress in the United 
Kingdom and Australia, where a new 
detergent factory was brought into 


. Operation towards the end of the year. 

_ Far East operations are being expanded 
and now include Indonesia as well as. 
Singapore; Thailand and Hong Kong. 


Current Year 

Cussons continues to make progr 
its principal of ‘ations : 
14 per cent in the value of the Nigerian 
_currency will be taken into account in the 
half year results to 30th November 1988. 
These are likely to be somewhat lower than 
those of the ee half-year. 
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One Armenian tragedy after another 





The Soviet political earthquake 


continues 


A IF Armenia did not have enough trou- 
bles. The earthquake which struck 
there on December 7th measured fully eight 
on the Richter scale, a massive shake, as any 
Californian knows (see page 41). By Thurs- 
day morning it was clear that deaths from 
the quake would be numbered in tens of 
thousands. Its epicentre was some 30 miles 

m Leninakan, Armenia’s second largest 
ity, with a population of 230,000. It shook 
other Armenian cities and neigh- 
bouring Georgia. And it shook New 
York, which Mr Mikhail Gorbachev 
quickly left, cancelling his planned 
visits to Cuba and Britain, to deal 
with the disaster back home. 

The earthquake has. provided a 
temporary if terrible distraction from 
the tragedy already taking place in 
that part of the Soviet Union. By De- 
cember 6th the death toll in the ten- 
month feud between Christian Ar- 
menians and Muslim Azeris in the 
republics of Armenia and Azerbaijan 
had risen to more than 70. Nearly 
100,000 Armenians (out of perhaps 
500,000), mostly women and chil- 
dren, have now fled Azerbaijan for 
the safety of the Armenian republic, 
with almost as many Azeri refugees 
heading the other way. Helicopters 
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were being used to speed the evacuation af- 
ter reports of attacks on cars, trucks and at 
least one train carrying refugees from Baku, 
Azerbaijan's capital. 

The area was swarming with soldiers 
even before the earthquake brought in yet 
more. Interior-ministry troops and army 
units were drafted in last month to enforce a 
state of emergency and a curfew in several 
Azerbaijani towns and in Yerevan, the Ar- 





menian capital. Their orders are routinely 
flouted. At least three soldiers have died de- 
fending Armenian enclaves in Azerbaijan 
from Azeri mobs. In Armenia vigilante 
groups carry knives and iron bars. 

The mob violence started in February 
when residents of Nagorno-Karabakh, a 
mountainous region of Azerbaijan mainly 
populated by Armenians, demanded to be 
returned to Armenian control. A package of 
measures was hastily bundled together, in- 
cluding the provision of more schooling in 
Armenian, the opening of new churches, 
and better access to Armenian-language 
newspapers. But Mr Gorbachev's answer to 
the demand for transfer to Armenian con- 
trol was a firm No. 

The surprising thing, in a country with 
over 140 different national groups, is that 
conflicts were so well hidden for so long. 
Glasnost has changed that. Apart from the 
feuding Azerbaijanis and Armenians, a 
(more peaceful) challenge is coming from 
the three Baltic republics, Estonia, Latvia 
and Lithuania. Georgians have been dem- 
onstrating for more independence from 
Moscow. Where might trouble strike next? 


The Soviet Union has more than 50m ~ 


Muslims out of a total population of about 
280m. Most Soviet Muslims are in the four 
Central Asian republics of Uzbekistan, Ta- 
jikistan, Kirgizia and Turkmenia, plus Ka- 
zakhstan (which is almost half Russian). Un- 
like many Azerbaijanis, the Central Asian 
Muslims are overwhelmingly Sunni rather 
than Shia. That is one reason why fears in 
the wake of the Iranian revolution of a Kho- 
meini-inspired uprising never materialised. 
Loyalties tend to be to local clans, rather 
than to the national republics, created as re- 
cently as the 1920s. 

All the same, Mr Gorbachev 
drew attention earlier this year to 
growing friction between Tajiks and 
Uzbeks in Uzbekistan. Unlike the 
other Muslims, Tajiks are Persian- 
speakers. They also feel they have an 
older historical claim to cities now 
run by Uzbeks, including Bukhara 
and Samarkand. They are 2096 of Uz- 
bekistan's population, but they are 
too scattered to demand autonomy. 
Yet tensions had reached a high 
enough pitch earlier this year for the 
Communist parties of Uzbekistan 
and Tajikistan hastily to exchange 
top-level delegations and promise to 
improve cultural links. 

Such local animosities aside, the 
Central Asian republics do have one 
thing in common: a shared dislike of 


berestroika. Although their standard 
57 
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d even further behind the Balts’), under 
rezhnev they received huge amounts of in- 
estment from central coffers. No matter 
hat much of it was either wasted or else 
nd its way into the pockets of local off- 
s. It oiled the wheels of commerce. 
© Mr Gorbachev has served notice that 
he free flow of finance is to end and that 
ople will have to make better use of the 
ources they have. This has already pro- 
ced a backlash in Kazakhstan, where 
here were nationalist riots two years ago. 
zakhs, who are grain-providers to Russia, 
e now agitating, rather like their better-off 
mrades up in Estonia, to be allowed to 
p more of what they produce so as to im- 
ove their own standard of living. 
The ring of revolt on Russia's rim has so 
been broken by a wedge in the middle. 
lorussia and the Ukraine have stayed 
t. But now the wedge may be about to 
in the circle, instead of breaking it. 
* The Ukraine is the second-largest So- 
et republic, after the Russian republic it- 
lf, Ukrainians (about 45m of them) being 
ost as numerous as Muslims. They and 
the Byelorussians have long been resentful 
Russification and defensive of their lan- 
guage and culture. But any hint of Ukrai- 
nian nationalism has hitherto been 
squelched. The party boss in the Ukraine, 
Mr Vladimir Shcherbitsky, got the job in 
1972 after his predecessor failed to mind his 
nationalist manners. Mr Shcherbitsky may 
owe his continued tenure in the Gorbachev 
Politburo to his ability to keep the Ukraine 
quiet. There is little else that would recom- 
mend this old Brezhnev crony to the Krem- 








* 


lin's new guard. 

- But recently grumbles have been heard, 
rebroadcast so far only for listeners abroad 
y Radio Kiev, that Russians living in other 
eople's republics enjoy far more rights and 
rivileges than other minority nationalities 
o. The local Russians have their own 
:hools and newspapers and rarely bother to 
arn the local language; other groups have 
o fight even to have classes in their own lan- 
uage for their children. Athough attempts 
n the Ukraine to form a broadly based 
Yovement along the lines of the Baltic pop- 
lar fronts have been frowned upon, there 
eems to be ‘plenty of sympathy for the 
cause. Radio Kiev has also called for the 
ecreation of national soviets, or councils, to 
ook after the interests of minorities. This is 
n idea Mr Gorbachev has toyed with as a 
vay of defusing tensions. 4 

— If ever the Soviet Union’s non-Russians 
id join forces, Mr Gorbachev would have a 
ight on his hands. But there is an even big- 


iving is well below that of the Russians. 


ier worry: the possibility of a nationalist 
xacklash from Russians, who are about half. 
he Soviet population. That could make . 
even the earthquake in Armenia seem likea — 
. emo ass E -J| italy in 1859, and Venetia was won in 1866. Scusi, 


Spain and Europe 


Feeling bullish ! 





In our fourth article on how different Europeans see Europe's future, our 


Madrid correspondent asks how deep Spain's Euromania goes 














N SPAIN the word "European" has a 

‘connotation it possesses in no other na- 
tion on the continent. In most instances, 
one could substitute “open-minded” or 
“liberal” and it would make scant differ- 
ence. Spaniards will often say such things as 
a " 

Catalans have long been more European 
than other Spaniards"— a phrase which 
sounds like geographical and historical non- 
sense to outsiders. | 

When the dictator Franco spoke of Eu- 

rope it was as.an innately bad thing, repre- 
senting heresy, immorality and liberalism. It 
was not a line peculiar to Franco. Back as far 
as the Counter-Reformation, Spanish rulers 
took the same view of Europe. But today’s 
politicians see Europe as an innately good 
thing, signifying religious, political, eco- 
nomic and sexual freedom. Spain's decision 
to join the EEC was the outcome of the latest 
battle in this centuries-long conflict between 
two views of Spain's place in the world. In 
January 1986 those who maintained that the 
country's identity could be preserved only 
by isolation from the rest of the continent 
were defeated by those who believed that 
links with the rest of Europe were essential 
to Spain being Spain. 
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Correction 
we said that Italy had gained Lombardy and Vene- 
| schoolboy knows, Lombardy was won for the future | 
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cia after the first world war. Wrong; As every Italian || 
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This is not the only reason why Span- 
iards are such enthusiastic members of the 
EEC. Community membership has played an 
important part in promoting the country's 
recent growth. It has also flattered Span- 
iards by making them the object of curiosity 
and attention in the rest of the Community. 

Within the EEC the Spaniards have ac- 
quired a reputation as whole-hearted Euro- 
peans. In the debate over Europe’s future 
they have instinctively drawn closer to the 
federal ideas put forward by Mr Jacques 
Delors, the president of the European Com- _ 
mission, than to the cooler views of Mig 
Margaret Thatcher. When it comes to ac- 
tion rather than words, though, the Span- 
iards are more cautious than Mr Delors. 


The Pyrenees, the Channel 


Spain is not a member of the European 
Monetary, System, although its leaders say 
they want to join it eventually. One last de- 
valuation before entering would enhance 
the competitive edge of Spanish goods be- 


fore they have to compete on equal terms 


with those of the rest of the Community. 
The economics and finance minister, Mr 
Carlos Solchaga, has ruled out a devalua- 
tion next year, so it seems unlikely that the 
peseta will be part of the Ems until 1990 at 


1 
OFFER : = | the earliest. — 
in our article on Italy and Europe (November 26th), - | a | 
| 


.It is-noticeable that Spain shares with 


Britain some of the things that make Mrs 
Thatcher so cautious about 1992. In ETA it 
`- has the only terrorist organisation in Europe 
. as bloodily persistent as the IRA. This raises 
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Faced with rapid globalization, banking executives need to develop 
a more international approach. 


.' Designed for senior bankers, INSEAD's specialized programmes 

Risk Management in Banking (January 1559 and June 1989) and 

Corporate Banking Programme (January 1983) respond to today's needs. 

m INSEAD acts as an international forum for the exchange of ideas. Discussing issues 
with high-level executives from all over the world provides that essential international 
dimension. Oo 
8 The multinational faculty is renowned for its top-quality teaching. m 

8 INSEAD's research and strong links with banking ensure that the programmes are 
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. fears, which it shares with Britain, about the 
abolition of frontier controls. 

Spain's geographical as well as historical 
separation from tlie rest of the continent 
makes it equally resistant to foreign influ- 
ences. Spain, like Britain, is bad with foreign 
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¿perience of running em- 
people had to learn their 
ecause of their imperial past, 
(like Britons) look to America 
tt ther Europeans do. The govern- 
-has promised to represent Latin 
rican interests in the EEC. | 
e role of Spain in improving relations 
the Arabs is potentially even more 
ful. Although Spaniards have mixed 
gs about the “Moors”, as they are of- 
— ten still called, they have a special relation- 
— Ship with the Arab world—and one not 
li with the French and the Brit- 
n been there as colonialists. 
ranco frequently. ref 
rotherly links" with Arabs. It was not un- 
til 1986 that full diplomatic relations were 
established with Israel and only last week 
Spain's prime minister, Mr Felipe Gonzalez, 
said he would use Spain's Community presi- 
dency to try to muster more support for the 
Palestine Liberation Organisation. 
“What really distinguishes the Spaniards 
from most other EEC people is their diver- 
sity. Over a quarter of them speak a mother- 
tongue in addition to, or in place of, what 
foreigners call Spanish and Spaniards them- 
selves increasingly call Castilian. A recent 
- poll in the homeland of the biggest non-Cas- 
tilian language, Catalan, found that more 
than 4096 of the inhabitants favoured inde- 
pendence from the rest of Spain. A bit like 
Scottish nationalists who would rather be 
part of Europe than of Britain. 
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Spain's exports 
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referred to Spaniards’ 


EEC summit 


Rhodes to Madrid 


FROM OUR SPECIAL CORRESPONDENT IN RHODES 


ESPITE its brevity and the conscious 
attempt at harmony, enough was said 
at the Rhodes summit on December ?nd- 
3rd to raise doubts about some of the cen- 


tral elements of the EEC’s 1992 project. The 


most obvious difficulty concerns frontier 
controls, which are supposed to go by the 
end of 1992. Mrs Thatcher's row with her 
Belgian and lrish colleagues showed how 
poorly extradition agreements between EEC 
governments are working. This reinforced 
her resistance to getting rid of border 
checks, which she considers necessary for 
fighting terrorism and drug-smuggling. 

The removal of another set of con- 
trols—on capital movements—was also 
called into question in Rhodes. President 


Mitterrand told the summit he could not ac- | 
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A big year, 1992 


FROM OUR MADRID CORRESPONDENT 


1 

| 

| 

i 

| 

| OR Spaniards, 1992 means more 
| than the creation of a single Euro- 
| pean market. The end of that year is also 
| the end of the "transition period" of 
| Spanish integration into the Commu- 
| nity. It is, further, the year of the Olym- 
| pic Games in Barcelona, of Expo 92 in 
| Seville, and of Madrid's stint as "cultural 
| capital of Europe": not to mention, 
| among incidentals, the fifth centenary of 
|. Columbus's discovery of America. No 
| wonder Spaniards have more on their 
| minds than the rush to get ready for a 
| frontier-free Community. _ 

| Their government, though, is taking 
| the subject in earnest. Most studies sug- 
! 

| 

| 

| 


gest that 1992 will benefit the Communi- ^ ` 


ty's richer member-states more than the 
poorer ones. Spain is trying to make sure 
it gets enough extra EEC help. It will-use 


its presidency of the EEC next year to. 
push "social issues" up the agenda. If the 
EEC helps to even up standards of welfare” 


provision" in the Community; Spain 


would benefit, though. 1992 would still - 


present worries. ^. 


want to be assured of the strengthening 
of the EEC’s external frontiers before 
conceding the abolition of internal ones. 
That would still leave a problem: Basque 
terrorists would then be free to move un- 
hindered between their refuges in France 
and their targets in Spain. - 
@ Free movement of goods. Under the 
terms of Spain’s accession, restrictions 
X will continue until the end of 1995 on 
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stand, Spain will not have to liberalis 


 liberalisation were introduced 
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| eFree movement of people. Spain will E ia 
Hence the importance Spain attaches te 
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change controls by 1990 unless all 12 
tries agreed on a common tax syste 
interest and dividend payme M 
such a withholding tax, Mr N 
French investors will be tempted 
their savings in EEC countries where 
tax exists for non-residents. He had 
bourg in mind; he could also have 
thinking of Britain and Holland. — ^ 

Mr Mitterrand is on shaky legal gr. 
The agreement to remove capital cont 
June made no provision for 
harmonisation. Finance ministers. ag 
that the European Commission should 
pare a separate proposal by the end of. 
for harmonising withholding taxes, an 
a decision would be taken by ministers 
fore next July. The trouble for the Fre 
government is that Britain or Luxembo 
could block any agreement. Look for a 
at the Madrid summit next June. — — 

The Spanish prime minister, Mr | 
Gonzalez, whose country holds the EE 








the export of certain products—includ 
ing oils, fruit and vegetables—which the: 
Spaniards produce too cheaply for the 
comfort of the French and ltalians. 
Spain would like to see these restrictions 
removed at the end of 1992, £ 
Some Spanish manufacturers will 
struggle to survive when trade barriers 
are fully removed. Among the most vul- 
nerable industries are light engineering 
(including makers of bicycles, motorcy- 
cles, electrical appliances and machin- 
ery), clothing and some food industries. 
Spain will be keeping a wary eye on its 
trade deficit with the rest of the Comm 
nity, in case it grows bigger than its ne 
receipts. from tourism and foreig 
estment. — E 
Free movement of capital. As tl 


capital movements until Januar 


two and a half years later than mos 


other Community members, Tax 
capital are high in Spain 


ately money would flood out c 
try in search of a gentler fis 


harmonising taxes. AN S 
@ Value-added tax. Spain appreci 
the logic of narrowing differences W 
tween VAT rates in member-states. But it 
worries that the idea of the European | 
Commission, which would make it raise 
the average level of its own rates (cur- 
rently 696, 1296 and 3396), could in- 


crease inflation. 
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idency for the first half of next year, told his 
colleagues that his government will be push- 
ing “social issues" and monetary integration 
in the coming months. More inflammable 
material for Madrid. Mrs Thatcher took the 
opportunity to repeat some of her ideas on 
how the Community should work: 
e it should concentrate on matters on which 
there is already a broad consensus: so no dis- 
cussion on fiscal harmonisation or mone- 
tary integration; 
@ it does not need any more social or labour 
legislation. Market-driven growth is the best 
way to raise living standards; 
e for Britain, worker participation does not 
mean seats on company boards; it means 
shares owned by companies' workers. 
Nobody argued with her. Come Ma- 
drid, things may be different. 





NATO 
Not much room 
for manoeuvre 


Sey upon a time an American hillbilly 
put on one overshoe before going out- 
doors. When questioned, he said it was be- 
cause it might rain; when asked why not 
then wear both, he answered, “it probly 
ain't gonna." Many people in NATO are now 
adopting similar logic towards the Warsaw 
pact. Because the threat of an attack seems 
to have diminished under Mr Gorbachev 
(and the threat will seem that much smaller 
after his one-sided arms-cutting announce- 
ment in New York this week—see page 35), 
they believe that the size of the NATO forces, 
and their readiness to fight, can be reduced 
too. Never mind that the Warsaw pact’s 
forces are today more powerful than ever, 
and never mind that Mr Gorbachev may be 






aie: 


You never know where 
62 


e Russians might attack 


followed by a more bellicose leader. 

One recent manifestation of hillbilly 
logic came on December Ist, at the NATO 
defence ministers’ meeting. The West Ger- 
man minister asked his colleagues to explore 
ways to cut down the number of manoeu- 
vres and the amount of low flying their ar- 
mies and air forces carry out in West Ger- 
many. The Germans also announced a new 
policy of their own: henceforth all German 
ground exercises involving more than 2,000 
men will be examined to see if they cannot 
be conducted with fewer men. For example, 
exercises might be conducted with two of a 
division's brigades instead of all three. 

Over the years both West Germany and 
its allies have streamlined training in West 
Germany to ease such irritations as noise, 
muddy roads and torn-up farmland. Much 
training has been shifted to other countries. 
Many NATO air forces, including the Ger- 
man one, do some of their flying in Britain, 
Sardinia and North America; West Ger- 
many does tank training in Britain and Can- 
ada. There is not a lot more that can be cut 
or shifted without hurting combat-readi- 
ness. But pressure for more cuts has built up 
sharply this year. German sensitivities were 
heightened by the crash in August of an Ital- 
ian aerobatic team at the Ramstein air show, 
and by three big ground exercises that were 
foolishly held in the same bit of north Ger- 
many and lasted nearly all autumn. 

The Warsaw pact does not have such 
problems. Its airmen do not fly as much as 
NATO's do, and its army exercises are nor- 
mally conducted not over open country but 
in large training areas reserved for the pur- 
pose. The Soviet Union and its allies can 
make do with this because they always plan 
for the attack and they have larger forces. 
Nor do the communist armies go in for 
much subtlety. Whole divisions are simply 
thrown into the assault, one after the other. 

The most important training for this 






kind of fighting is in the conduct of set-piece 
attacks and small-unit manoeuvres. For 
that, the special training areas are adequate. 
But for NATO, which must be able to ma- 
noeuvre its outnumbered forces to meet at- 
tacks that could come almost anywhere, 
there is no substitute for making large units 
practise in the field, over the same terrain 
on which they might have to fight. 





East Germany 


Old and stubborn 


FROM OUR BONN CORRESPONDENT 


AD news for East Germans yearning for 

new young leaders to blow reform into 
their stuffy country. Not even a recent deci- 
sion to raise pensions is tempting Mr Erich 
Honecker and the other old men who run 
things in East Berlin to step down soon. 

Speculation about a leadership chang 
rose after a curt announcement that the 
next party congress, due in 1991, would be 
brought forward to May 1990. Could it be 
that the 76-year-old Mr Honecker planned 
to use next year’s celebrations of East Ger- 
many's 40th birthday to bow out gracefully? 

It couldn't. Speculation was promptly 
crushed by the publication of the list of 
speakers for the congress. lt tells a dully fa- 
miliar tale. Mr Honecker will give the key- 
note address, followed by 74-year-old Mr 
Willy Stoph, the prime minister, and 73- 
year-old Mr Horst Sindermann, the presi- 
dent of the Volkskammer, or parliament. 
Since changes at the top in the communist 
world normally occur between party con- 
gresses, this implies that the ruling troika 
plans to soldier on into the 1990s. Still, fid- 
dling with the dates suggests that Mr 
Honecker and company are feeling jittery. 

Can this elderly leadership (the average 
age of the 21-member Politburo is 67) co 
with growing pressure for reform? It hopes 
to in part by opening wider the safety-valve 
of letting more people go to the West. This 
year some 35,000 East Germans are being 
allowed to emigrate to West Germany, three 
times the 1987 figure. New rules made pub- 
lic this week but not yet applied may also 
prune the bureaucracy East Germans face 
when they apply to visit the West. 

Fine, but East Germany's arch-conser- 
vatism on most matters contrasts sharply 
with the reforms being tried in Russia, Hun- 
gary and Poland. The government stresses 
that it sees "no need for change", cracks 
down on dissidents, censors church newspa- 
pers and even bans a Soviet magazine called 
Sputnik. This month Mr Honecker went so 
far as to call the sort of re-examination of 
Soviet history carried by Sputnik “the 
croaking of an enraged bourgeois". Go plop 
in the pond, Comrade Gorbachev. 


— E ——rá—Àá 


THE ECONOMIST DECEMBER 10 198t 


ted. 


Un 


.* 


untory L 


"3 
t€ 
e 
3 
a: 


The undersigne 


ux 


d 


‘a 





APAN'S financial markets are in the throes of 
J reconstruction. This is not, as some suppose, an 
. exercise in heart-felt liberalisation. Rather, the 
new regulations are a reaction to the changes that 
have convulsed the Japanese economy in the past 
decade and a half. As a result, the regulators are, 





than facing the future. — b as Hy et 
: The system now being reshaped was created af 
| terthe second world war to channel cheap capital to 
. industry. It was inherited from the New Dealers 
- who were in charge of economic policy for the occu- 
 pying American forces: “not capitalist, but in the 
| vicinity of capitalism" was a phrase coined for acor- 
-. ner of this system, but which applies admirably to 
* thewhole.. | a a 
|... The need to ensure that the right firms got 
cheap capital was ended by the stagflation that fol- 
wed the first oil-price rise in 1973. From the mid- 
.. 1970s the government needed to cover rising bud- 
..get deficits. In order to make the necessary large 
amount of bond issues, it had to improve the small 
and illiquid secondary market in public debt, as 
<: well—most radically-—as making the issues attrac- 
tive to investors. This was the start of market com- 
-petition for capital, and the fountainhead of the de- 
. regulation that has flowed since then. : 
© Following the removal of foreign-exchange con- 
` trols in 1980, deregulation, like the capital outflows 
which have swept Japanese banks and. securities 
. companies out into the world, took on a momen- 
. tum of its own. A main impetus was the reduction 
|. in banks’ profitability. They lost their big-company 
. customers to the capital markets and had their 











|. like old-fashioned generals, simply preparing to rê- - 
- fight the last war, catching up with the past rather 


profit margins squeezed by the freeing of deposit 
rates. In search of new and more remunerative busi- 
ness, banks set out to colonise other parts of the 
financial system. I eV E 

- Because the system retains its postwar 
compartmentalisation between various sorts of 
banking (short and long-term lending and funding, 
trust, mutual, regional) and between banking and 


the securities industry, the banks’ new aggressive- 


ness set off a chain reaction: While fending off oth- 
ers trying to enter their patch, all financial institu- 
tions started pressing for access to new businesses. 


In all this jostling, no group of institutions has will- 


ingly given ground without being allowed to ad- 
vance elsewhere in return. The effect has been to 
blur the distinctions between different sorts of f- 
nancial businesses, — . | | 
This messy phase in Japan's financial evolution 
will be complete only when civil servants have arbi- 
trated in. all the conflicts that have sprung up at a 


hundred points along the system's internal borders. 


Whar will then be left will, in essence, be a re 
organised system for the management of huge capi- 
tal outflows. At some stage, however, the civil ser- 
vants will have to change tack. What will be 
required of the financial system in future will be 
something quite different again, because the Japa- 
nese economy will have changed once more. - 

By the turn of the century Japan could well have 
switched from being the world’s leading creditor na- 
tion to again being a net capital importer. To hap- 


pen, this will involve a troika of changes, not inev- 


itable. but nevertheless likely: that Japan will no 
longer have a large trade surplus; thar its high per- 
sonal-savings rate will resume its steady decline: and 








A financial — 
system designed _ 
to meet the needs 
of the 1950s is ` 
being changed to 
cope with the — 
1980s. How well : 
suited, asks our. 
Tokyo d 
correspondent, . 
Paul Maidment, 
will it be for the 
19909 ^ 

























































Exchange rates | 
1987 average u 
¥im = $6,900 = £4200 |. 
| ¥ibn = $6.9m = £4 2m 
¥itrv= $69bn = £42bn 
Mid-November 1988: 
¥im = $8,100 = £4,500 — 
Yibn = $8.im = £45m ^ 
ytin = $8. tbn s £45bn 
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financial. 
eling richer in pocket, 


memory. The country will have caught up with the 
rest of the OFCD. REND UN CRM pp 


ment, elderly Japanese have had to work (one in 
four Japanese over 65 is employed) and to rely on 
| E ree ps ae .| are induced to do so by the prospect of a bequest: 

esso] hence the need of the elderly to sustain their assets.) 
^" However, new trends towards nuclear families, 
higher retirement ages, better pensions and new fi- 
nancial instruments to unlock income from illiquid 


spend more and save less than the elderly today. 


sharply, with demand initially being generated by 


"PPP 


life, social-welfare spending on bigger pensions and 
medical care for the growing numbers of elderly— 
— | all will be priorities for future governments. The In- 
.]. ternational Monetary Fund has forecast that by 









their children for financial support. (The children - 


assets such as houses, should let old people in future- 


-— Even if personal savings are only nudged down, - 
the domestic competition for savings will rise 


the government. Public-works. spending to stimu- 
late domestic demand and to improve the quality of 


the existing institutions, 





2010 Japan will be spending one-fifth of its GDP on 


ial welfare, agaitist one-seventh today. — 








at |. Two sweeping changes to financial markets will 
“follow from these broad economic movements. In- 
.ternationally, Japanese financial institutions will no . 


longer be sustained by a huge capital outflow from ' 


- Japan. They have grown too large not to remain sig- 


nificant forces in the international market, but they 
will have to make their own way if they are to grow 


| yet bigger abroad. Some may even shrink, if off- 


shore parts of their international business, such as 


raising capital for Japanese companies in the 


'üromarkets, are répatriated to Japan. This is on 


' the cards because of another sweeping change in 


prospect-—the full liberalisation of Japan's domestic 
capital markets. P ow 

~ Reform of the tax system—now under way—is 
intended to provide a new source of revenue to pay 
for some of the government's increased spending, 
but not all. The shortfall will have to be met by bor- 
rowing. The government will again need to create 
deeper and more efficient public-debt markets. And 


because infrastructure. development will increas- 
-ingly be privatised, corporate-bond markets will also 


have to be set free. The primary purpose of the fi- 


- nancial system will become the super-efficient man- 


agement of debt. 

. "The rapid expansion and improvement of pri- 
mary and secondary capital markets which that im- 
plies, together with the full deregulation of deposit 


-interest rates, means that the banks’ previous role as 


intermediaries between household savings and com- 
panies’ borrowing will have become redundant. In- 
stead, they will become retailers of private-sector 
debt, especially to consumers, and repackagers and 


traders of it at the wholesale level. 
- * This fundamental change will re-order the en- 


tire financial system—and especially the banking 
svstem, because it is now the most segmented part. 
All the banks that want to be involved will have to 
be given equal access to primary capital markets, 
while deregulation will remove their privileged ac- 
cess to deposits. With those market distortions re- 
moved, it will then. be up to banks to decide if they _ 
can be competitive as universal banks or if they 
should. concentrate on retail banking, investment 





king or a spe | : 
^; Change in Japan's financial system usually 
evolves through competitive horse-trading among 

under the guidance of the 
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xchange with. 
research. — . Ir NUMEN NE 
We are | eign investment advisory company 
in Japan in terms of funds under management, with 7 resident c 
fund managers and 3 supporting researchers. = 
. We are proud to be the corporate advisers to a selection of S. 
Japan's foremost corporations, and the leading under writers in 
Euro issues for Japanese companies. 
i s -in short, we can provide the groundwork, the teamwork and 
uM. id network. Contact Brian Matthews and we will make it work 
for you. 
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Brian Matthews. Jardine Fleming, Yamato Seimei Building, T 
Asian offices: Hong Kang, Tokyo. Taipei, Bangkok. Seoul, Mania. Kuala t 
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Leaders in international banking since 1880 


Y BANK OF TOK 


3.2, Nihombashi Hongokucho Il-chome, Chusku, Tokyo 103, 
Tel (03) 245-1111 Telex } 22220 (TOHBANK AC 1222203 








Coming out ahead in global finance depends on skillful management of infor- 
mation, networks, and ideas—a challenging task on a world scale. With sub- 
stantial involvement in all major money and capital markets worldwide, Bank of 
Tokyo has the resources and seasoned expertise to develop profitable ideas to 
help vou come out ahead. 


The following Head Office Banking Group is always eager to serve you: 


Funds and Foreign Exchange Division ............ Forex Trading, F unding 
Capital Markets Division Loss Bond Issuance, Syndicated Credits 
Capital Markets Division Il... New Products, Investment Advisory, 


Investment Management Services 
Portfolio Investment and Trading Divis sion ...... Japanese Securities, 

Portfolio Investment 
Sovereign Advisory DIVISION. cece Third World Debt Problem, 

Sovereign Advisory Services 
Economic Cooperation Division...................... Economic Cooperation 


zl 


Project Finance Division... Asset Based Finance 
Financial Services Department... M&A, Direct Investment Advisory 
Services 
Securities Services Division ........... sss Custodial, Proxy Services 


The global finance specialists at Bank of Tokyo—offering services and advice 
you can bank on to "Stay Ahead." 

















uinnean Array pymes emen 


THE ECONOMIST DECEMBER 10 198 





as 






xe 


ee 


ORAN ae 
MU 





E 


AS 





Cond 


EN E 
T a 






UR 


































A 














0050 s 55^ a s Ourindependentapproach to equities, institutional sales, research. 
EE Fw. a corporate finance and trading is evident in all Smith New Court offices 


around the world. | s 
Since 1985, we have made a major commitment to the Far East. 
3 branch office 








establishing offices in Hong Kong, Singapore and now 
in Tokyo. | d 





supporting sales and trading teams in London and New York, our 
Tokyo office is committed to providing our clients, both domestic and 


international, with the highest quality research on the Japanese market. 

And drawing on the group's wide coverage of international equity 
markets, Smith New Courtoffersan extensive rangeofservices toJapanese 
investors. 













































SMITHONEW COURT PLC. SMITH NEW COURT SMITH NEW COURT, 
Tokyo Branch SECURITIES PLC CARL MARKS INC. 
LandicShimbashi Building Cherm ynd House 61 Broadway 

8.3 Nishishimbashi, 4-Chome láStSwithin'sLane New York NY 16006. 
Minato-Ku, Tokyo 165 London ECAN BAE Tel-1212 ; 

Tek (033 444 1231 Tel: 01.6826 1544 (21234 
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cial environment, the ability to 
cope successfully with change is 





crucial. And helping companies 


do just that is our business. 
. Take privatisations. The transi- 
tion from government to private 
ownership calls for a special 
calibre of financial adviser — one 
of genuine global stature, com- 
bining capital strength with inno- 
vative financial skills. In 1987 
alone, more than ten major Euro- 
pean enterprises were privatised; 
many of them — like British 
Airways and Saint-Gobain — with 
Daiwa's help. We also played a 
key role in the largest internation- 
al share offering seen to date — 
that of BP. 

We specialise in turning change 
into opportunity. So if you're look- 
ing for ways to cope with change, 








look no further. Ask Daiwa. 





Daiwa Securities Co. Ltd: 

6-4, Otemachi 2-chome, Chiyoda-ku, 
Tokyo 100, Japan. Tel: (03) 243-2111 
Daiwa Europe Limited: 

5 King William Street, London ECAN 7AX —. 
Tel: (03) 548-8080 Telex: 884121 




























iti the direction it a by : sing the round 
rules. Pd all the various firi S s will have to 












£e, into what have traditionally 
businesses. The banks in their turn will 
d.to compete in their rivals’ domains. 
les 2 nd definitions will blur first, inii later. 








| [SSUME un hs durae segmentation r Ja- 
SA pan's financial system will survive for some 
time, even as the underlying fundamental changes 
work. Assume, too, that the segmentation will 
creasingly: blurred: and the areas of true 
tition between financial institutions will get 
bigger. To prosper, banks will have to make one tac- 
tical move, which is to become more competitive 
(that is, more profitable); and one strategic move, 
which is to decide what sort of banks they want to 
be in the future. 
|- Japanese banks appear profitable. In hee year t to 
< Match 31st, the 13 national commercial banks 
~ (known as "city" banks) reported a rise of 3796 in 
pre-tax profit, to a record Y2.1 trillion over the same 
period a year earlier. The three long-term and 55 
listed regional commercial banks ‘also had record 
years, making Y338.7 billion and ¥704.9 billion in 
profit respectively. But those big numbers look less 
impressive when they are stacked up against the size 
of the banks’ assets. ! | 
"Take the industry giants,. the 13 city batik i: 
seven.of whom are among the ten biggest banks in 
the world by assets. Their return on assets is only 
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|- 0.4-0.1% which makes them, judged br their profit: | 


looking at all this will be rather like watching a _ 
film that ends one scene with:a soft-focus fade and 
brings the camera slowly back into normal focus at 
the start of the next one. As for the end of the cur- 
rent scene, things are not quite there yet. 

Fear not, what matters is what the banks, securi- 
ties houses and others think the next scene will be, 
how they are preparing for it, and the relative influ- 
ence of those who want a slow fade-out versus 1s those 
who want a quick shout of “cut”. 


When capital was scarce and the banks' role was 
the cosseted one of merely recycling regulated sav- 
ings to. heavy industry, growing big was an easier 
way of increasing profit than being competitive. 
This no longer holds true. Now that capital is in - 
surplus, big companies can (and have) turned to the 
capital markets while interest-rate deregulation is 
raising the cost of the banks' funds. Banks can no 
longer rely on making large volumes of loans at wa- 
fer-thin margins to earn their money. 

- So they have turned to squeezing greater profit 
out of their assets. They are lending more to small 
businesses, individuals and property developers, 
who are riskier credit propositions than the banks' 
old blue-chip industrial clients and so .can. be- 
charged more for their loans. They have started to 
convert their housing loans into securities w rich 
they can sell. They have sought more fee-earning 
business such as advising on takeovers. They have 
sought to rhake money by trading in markets for 
government bonds, foreign exchange and commer- 
cial paper at home, ‘and corporate securities abroad. 

: For the five biggest commercial banks, profit 
from foreign-exchange trading and bond dealing 
amounted to the equivalent of nearly one-quarter of 
total pre-tax profit for the year to the end of March. 





But these markets, and new businesses such as fi- 


nancial futures, are volatile. Operating in them re- 
quires a different style of management to that which 
helped Japanese banks grow big in the past. k needs | 
to be more accommodating to risk. 

Big Bang taught the City of London. de hard 
way that banking and broking usually mix like oil 
and water. As it is, the conservative Japanese banks 
have had troubles enough even merging with other 
banks. Dai-Ichi Kangyo, a 17-year-old merger of the 
Dai-Ichi and Nippon Kangyo | 
banks, still shows the distinctive . 
cultures ri the original partners. 
How well Japanese banks manage 
mixing up the new businesses they. 
are entering is a useful clue to how 
competitive they can become; 

Pessimists point to what was 
the biggest boost to the banks’ 
profit in the past financial year— 
sales of securities from their exten- - 
sive portfolios. These accounted 
for the equivalent of between: 3396 
and 4896 of the pre-tax profits of 
the big five. The banks sold off 


record volumes of securities to off- 






| More and riskier 
“Bank loans ns enn 






individuals — Property 
Source: Bank of Japan 
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write-offs, and to bol. 
new rulés on capital adequacy drawn up i the Bank 
for International Settlements (BIS). 

These rules, due to take full effect i : 1992, will 
require banks to maintain capital equal to 896 of 
their. total assets weighted according to the credit 
risk of different sorts of assets. The less demanding 
capital requirements are, the lower is a bank's cost 
of capital and the freer it is to make more loans on a 
given capital base. Japan's rules have been easy by 

international standards. They have allowed its 
banks to hold assets of 25-30 times their capital 
base. The sis rules will n all banks to come 
into line, with assets only 1212 times their capital. 
So Japanese banks p been holding down any 
growth in lending; shifting assets off their balance 
sheets, where they are treated more favourably in 
risk-weighting; or raising new capital, either directly 
or through retaining more earnings. They are trying 
to boost their earnings through internal reforms 
such as investment in automation, providing better 
services and improving their own asset-liability 




























































do. anyway to make themselves more competitive. 
Just as the appreciation of the yen against the 
dollar since:1985 forced Japanese industry to accel- 
erate restructuring that was already in train, so the 
banks have used the new Bis rules as a focus for mak- 
ing themselves meaner and leaner. This will also 
mean a leaner and meaner industry a asa whole. 


Malthusian banking - 


Japan still has too many, too similar, bids As well 
as the 13 city banks, 64 regional banks, and three 
long-term credit banks, it has 13 trust banks and 68 
is or: sogo, banks. 

"Too many banks? Yes. One ide bet. for tis fw 
ture is that a wave of mergers in the 1990s will slim 
the ranks.: Contrary to what many Japanese say, 

there is nothing unJapanese about bank mergers. 
They have happened in a steady trickle for the past 


(Taiyo Kobe and Dai-Ichi Kangyo) in the past 20 
years. The trickle is likely to. turn into a stream as 


want to be? Retail banks, investment banks or both? 

- Aspiring retail banks will need to expand their 

bran netwotks, especially in the Tokyo area, 
which accounts for nearly half of an lending j^ Ja- 

pan. Aspiring investment banks will need a large 

. .. capital base and lots of corporate relationships if 
-c ;sthey.are to compete in what is likely to be a fierce 
-fight for market share with the securities houses and 
longterm credit banks. Pepin universal banks 





| Winners C nd losers - 


Ne CE reorganised b merger. di m up by 


of managing themselves and 
ir future should be formida- 


T apital t ratios to meet the 


management. These are the things that they need to ~ 


60 years, including the creation of two city banks 


commercial-banks face up to their biggest strategic — 
decision for the 1990s: what sort of banks do they 


commercial banks that can. 


other financial institution— - 
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Source: Bank of Japan 


are faced with the same considerations for what will 
become two distinct sides of their business. Which- 
ever way the decisions fall at individual banks, in | 
many cases takeovers or. partnerships will become © 
the quickest way to achieve those ends. ^ — 

The merger wave will probably start with the 
mutual banks. These were created in the capital- 
scarce postwar days to ensure that local small firms 
had.a source of credit. In effect, they let local busi- 
nessmen control their own private banks. They are 
now the weakest } part of the banking system, partly 
because they have become an anachronism, pany 
because of a string of scandals. 

o The finance ministry wants mutual banké to 
convert into: either regional banks or local credit 
unions. It has approved the change for 52 of the 62 
that want to become commercial banks. Only a few 
are big enough to prosper individually as regional 
banks; most others will have to look for partners. 

The mutual banks" 4,457 branches are attrac- 
tive to the city banks as a relatively cheap way of 








. plugging gaps in their own branch networks. That 


was why the Osaka-based Sumitomo Bank agreed, 
at the finance ministry's prompting, to a ¥450 bil- 


ion bail-out of Tokyo-based Heiwa Sogo Bank in 
1986 even though Heiwa Sogo was near-bankrupt. 
. The ministry has another mutual bank on offer, 
-Daichi Sogo, but that is so tainted by a land-ramp- 


ing scandal that it has yet to find a taker. 
Might a foreign bank be allowed to buy a Japa- 
nese mutual bank? Citicorp would like to do so. 





Ministry officials are not unsympathetic. Letting it 
buy one, even a dodgy one, would be an answer to a 
longstanding foreign gripe: that while Japanese 
banks can buy American banks at will, Japanese fi- 
nancial institutions remain off-limits to Americans. 








investment de F lowever, many analysts guess 
that it will be the two remaining groups of banks, 
the trust banks and the long-term credit banks, that 

will turn out.to be the big long-term losers and win- 
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When the business has made a profit, how 
does the Corporate Treasurer explain a loss? 


You know that foreign exchange and inter- 


est rates are notoriously fickle. And can turn 
profit into loss overnight. 

Yet to hedge fully Is not necessarily the 
right solution. Whichever way you turn there's 
risk involved. 

Thus it makes sense to turn to NatWest. 
Because Risk Management is our business 

And this is how it can work for yours. 

The NatWest Group can help you draw up a 
strategy tailor-made to your needs. 

To stabilise the exchange risk we'll propose 
an imaginative financial package, using such ins- 
truments as Forward Foreign Exchange Contracts. 
Forward Rate Agreements and Sw aps. 

Few banks. if any, can deal from such a 
position of strength. 


But then. it does help to be AAA rated. have 


an asset base of more than US$160 billion and 
a network dealing in the key financial centres of 
the world. 

Our Tokvo Treasury operation is currently 
undergoing a major expansion and is now even 
better placed to provide you with an expert pro- 
fessional Risk Management service. 

Discover how Risk Management can tip the 
balance sheet in your favour. Call Tony Hodge, 
Chief Manager for Japan, Tokyo Branch, 1-3 
Marunouchi. 1 Chome. Chiyoda-ku, Tokyo 100. 
Telephone 03-216 5301. 

Or Geoff Cole, Senior International Executive. 
(Corporate Business), National Westminster Tower. 
25 Old Broad Street, London EC2N 1HQ. Telephone 


01-920 1575. 


Risk Management by NatWest 0 


The Action Bank 








International financial services? 








We talk your language. 
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We're talking Euro-yen capital market activities. And we're talking business 
in Japan. In fact, we're multilingual, capable of talking many of the languages 
you speak, like currency and interest Swap transactions. We're also quite 
fluent at making order-made financial plans for you. 

These talents grow out of over $371 billion in assets, making DKB the 
strongest funding base in Japan. We offer services that are worlawide, 
integrated and completely comprehensive. That's how we got to be who we 
are. Not just by being friendly, but by talking your language. 


We have your interests at heart 


DAI- -ICHI KANGYO BANK. 


Head Office: 1-5 samwaicho 1-cnome, ( hivoda-Ku, I kvo TOU. Japi in Te M. (LS) 7 1111 
| Network in Europe and Middle East) Branches in: London, Düsseldorf, Munich, Pans Representative Offices in: 
Frankfurt. Madrid, Stockholm, Milano, Bahrain. Subsidiaries in: London, Amsterdam, Zurich, Luxembourg Associated 


Company in: London 
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cause their niche— pension and other trust-fund 
management and administration—is one that all 
sorts of other financial institutions want to invade. 
This is an area that the civil servants will want to 
open up early to competition with an eye on the 
future pension requirements of a greying Japan. 

Trust banks are poorly placed to fight back. 
They lack the deep roots in retail banking of the city 
and regional banks, or those of the long-term credit 
banks in wholesale banking, or those of the securi- 
ties companies in capital markets. In their existing 
non-trust-banking businesses, which are deposit- 
taking, long-term lending and securities investment 
and trading, the trust banks have a smaller base 
than their competitors from which to develop new 
services and sources of cash. 

They have sought to concentrate on what they 
see as their strength, the management of assets. 
That has been easy in a bull market. It has bought 
them lots of commission income from investment-, 
loan- and pension-trusts, has made investing trust 
assets in equities as easy as scoffing sushi, and has 
encouraged the banks’ clients among industrial 
firms and other financial institutions to put their 
spare money into the stockmarket through tokkin 
funds, a special sort of investment trust with tax ad- 
vantages for companies. 

Yet trust commission and trading income still 
account for only 2796 of their total operating prof- 
its. Assuming that, in the 1990s, the trust banks 
make little headway into the other businesses in 
which they start at a disadvantage, they will be left 
with a relatively small core business of fund manage- 
ment. There is not necessarily anything wrong with 
being a specialist, but many trust banks may well 
revert to what they once were before the postwar 
compartmentalisers got at them—the trust divi- 
sions of universal banks. 


The long-term winners 


If any financial institution embodied the postwar fi- 
nancial system, it was the long-term credit banks. 
Yet, despite a quasi-official role as banker to Japan 
Inc, the long-term credit banks responded first 
among private banks to the fundamental changes in 
the system. 

The long-term credit banks were created with 
one purpose: to reallocate manufacturing's profits 


Trusting in trusts 


Trust banks’ main sources of income, fiscal years 


Ml Net interest revenue 

[] Trust fees 

GB Fees and commissions : 
Bl Gains trom securities transactions 
E] Government-bond dealing profit 


i 


1981 82 83 ea 85 
Source: Federation of Barkers’ Associations of Japan 
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to where the government thought capital was most 
needed. For this they were given the exclusive privi- 
lege of issuing three- and five-year debentures. But 
they were barred from short-term banking. That 
was the city banks' compensation. 

Slower fixed investment by companies, falling 
demand for loans after the second oil-price rise of 
1978-79, the move to securitisation and deregula- 
tion in the 1980s—all these eroded the long-term 
credit banks' privileged position. The development 
of interest-rate swaps let the commercial banks raise 
long-term cash and compete for long-term lending. 
But because the long-term credit banks have not 
had a protected deposit-base to cushion the blow 
(they are not allowed to take deposits from the pub- 
lic, only their customers), they have had to get on 
with doing something about it. 

Their strategy has been to move into the securi- 
ties business while remaining close enough to com- 
panies to lend money as well as provide advice. Be- 
cause that is impossible to do in Japan under Article 
65 of the Securities and Exchange Law (Japan's 
equivalent to America's Glass-Steagall act), the 
banks had to become international. So they headed 
for London, where commercial banks are not ex- 
cluded from the securities business, and for New 
York, where they are but where the long-term credit 
banks could edge into the securities business. 

Despite being banned by Japan's own rules 
from lead-managing Eurobond issues for Japanese 
firms and using their domestic placement power to 
sell the securities, Industrial Bank of Japan (18)) and 
Long-Term Credit Bank of Japan have settled into 
the top 20 in the Euromarket underwriters' league 
table. This is well ahead of other Japanese banks, if 
well behind the big four Japanese securities houses. 
In America, both have acquired a primary dealer for 
Treasury bonds and have established small invest- 
ment-banking operations. 

They are starting to bring some of these busi- 
nesses back to Japan. Industrial Bank of Japan's 
American primary dealer, Aubrey G. Lanston, has 
been allowed to open a representative office in To- 
kyo. It has barely a toe-hold in the domestic securi- 
ties business: all that office can do now is sell Ameri- 
can Treasury bonds to Japanese investors. But this, 
at least, is an advance on the practice of the overseas 
securities subsidiaries of Japanese banks. To get 
round the rules, they keep salesmen from London 
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-. Both the long-term credit banks and those commer- 
cial banks that want to be in investment banking 
- know how to give the next nudge to the securities 
industry's backdoor. They want permission from 
the finance ministry to let their overseas securities 
subsidiaries have access to the Tokyo market in the 
same way that foreign banks’ subsidiaries do now, 
through 5096 joint ventures. Once that happens, 
the door should be sufficiently ajar for them to walk 
right in. When it does, they will-also find that the 
front door is open, too. | | 
When it happens, the long-term credit banks 





APAN'S securities houses show far less haste in 

seeking to pull down the walls dividing invest- 

ment and commercial banking than do the 
banks. For the moment, they would lose more than 
they would gain. True, they would like to be able to 
deal in foreign exchange, currently the preserve of 
commercial banks, but it is not worth giving up part 
of their hold on corporate underwriting for that 
purpose. The securities houses have little desire to 
be deposit takers: they can solicit individuals’ sav- 
ings for their investment trusts, some of which 
amount to little more than high-yielding time de- 
posits. The securities houses would like to be pen- 
sion-fund managers, but that business is not the 
concern of the city banks anyway. 

The other reason that Japanese securities firms 
are in no hurry for great change is that they still 
make most of their money from stockbroking, not 
investment banking. Unlike those in New York and 
London, Japan’s stock exchanges have retained 
fixed commissions. If these were scrapped, as might 
happen in a deregulatory free-for-all, Japanese stock- 
brokers would be hurt. 

As it is, the average 10% cut in stock-trading 
commissions in the year to the end of last Septem- 
ber is blamed for most of the average 28.5% fall in 
the profits of the big four securities houses for that 
year. Though they are the biggest underwriters 
among Japanese securities houses, they still rely on 
_ buying and selling equities on Japanese stockmark- 

ets for more than half their revenue and profit. 
An end to fixed commissions would have other 
far-reaching effects. The security of a bed-rock of 
. earnings lets the big four help out the government. 
^ They bought shares heavily for their own account to 
< help the Tokyo stockmarket pick itself up after tak- 
. ng tumbles in April and October 1987. They 
| stuffed their captive investment trusts and clients 
with all the paper debt the steel companies could 
- issue in recent yearsto help the government restruc- 
-tūre Japan Inc's ailing flagship industry. 
Big though. their-profits are (Nomura made 
04.7 billion before tax in the year to September; 


- Securities houses 
< are in no hurry 
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ches and staff than what will be the new univer- 
sal banks, the city banks. Some city banks may ditch. 
retail banking to concentrate on investment bank- - 
ing, as Bankers Trust and Morgan Guaranty did in 
America. But unloading a branch network will be a 
more awkward affair in Japan. 

The long-term credit banks have other strong 
points in becoming investment bankers. They have 
widespread contacts with corporate customers that 
transcend the big (and bank-centred) industrial 
groups. They have good relations with regional 
banks, which gives them a potentially large distribu- 
tion network. They have bigger capital bases than 
all but the biggest city banks. They have top-notch 
staff. As a senior man at the Tokyo office of J.P. 
Morgan (on which 1B) models itself) says of the long- 


term credit banks: "They're the class act in town '. 


DEM c 


Much to lose, little to gain 


even fourth-ranking Yamaichi managed Y143.2 bil- 
lion), the big four could not afford such largesse if 
they had to live on non-stockbroking earnings. Col- 
lectively, they went into the red in. bond trading in 
their 1987 and 1988 financial years. Their interna- 
tional expansion is marking time while the compa- 
nies try to work out why they have made neither the 
deep progress nor the profit in foreign markets for 
which they had hoped. Their foreign subsidiaries 
accounted for only 196 of their pre-tax profits in the 
year to last September, down from 696 a year earlier. 
Nomura withdrew its top two men from New York 
last year and pulled its American operations back 
under closer head-office control. _ 

Nomura did something else-just as revealing. It 
spent $100m on taking a 20% stake in Wasserstein, 
Perella, a mergers-and-acquisitions boutique set up 
by two former First Bostonians, Mr Bruce Wasser- 
stein and Mr Joseph Perella. That deal was a sign of 
how even the biggest of the big four still needs help 
when it can no longer ride on the coat-tails of its 
Japanese clients. To penetrate overseas markets re- 
quires expertise and local business contacts that the 
Japanese have been unable to create for themselves. 

In that Japanese way of follow-the-industry-lead- 
er, the other big securities houses are now watching 
Nomura. Next year, it will complete an internal re- 

















The cushion of commissions 
Top four securities houses’ earnings, fiscal year 1988 estimates 


| BH Brokerage - 
E Total: 2,295. 1bn 





Equity-related 
11,193.5hn 


Bond-related 4 


Source: Jardine Fleming Secu 















Successful asset management today - 
hinges on the quality of securities analysts | 
and their research systems. Systems which 
scrutinize equities and bonds in major - 
currencies. | 


You re already familiar with 
one product of our securities analysis. 
It appears in your daily newspaper. - 


Case in point: BHF-BANK. The BHF-BANK — 
Bond Market Index, published daily in the 
financial press, is but one sign of the quality —— 
of our market assessments, performance 
ratings and technical analyses. Together with 
the pertinent performance indices, it pro- — 
vides an objective yardstick of trends onthe 
German bond market. . 

This index, of course, is only the tip of the 
iceberg - the visible sign of our analytical 
Systems’ success in optimizing the return 
on investment of your securities portfolio. — 

Innovative analytical instruments are only 
part of what it takes to make a banka part- —— 
ner for the discerning investor. Equally 
important are a service-minded approach 
and customized problem solutions - the 
style of a merchant bank, which BHF-BANK 
has cultivated for more than 100 years. 








= BHF-BANK | 





Head office: Bockenheimer Landstrasse 10, D-6000 Frankfurt 1, Tel. (069) 7 18-0, Fax (069) 718-2296, Telex 411026 (general) 
Branches and subsidiaries in London, Luxembourg, New York, Singapore, Tokyo and Zurich. 
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(de facto management control) 
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view of its strategy for the 1990s. But some pointers 
can already be detected. 
.. The Wasserstein, Perella deal was one. This 
` marked Nomura's acknowledgment that it will not 
“beable to grow into the sort of giant overseas that it 
. already is at home. It could buy size. But the sort of 


E inga Salomon Brothers or a Merrill Lynch. Nomura 
the deal before the ink was dry on the proposal. 


. Nomura is coming round to a view now being 
held in London and New York—that the integrated 





concentrate on niche strengths abroad. 





with Tokai Bank and Yamaichi with Fuji Bank. 
These alliances allow each side to provide ser- 
Á vices to their customers that they cannot offer di- 
rectly. So Daiwa, for example, does underwriting for 
companies in the Sumitomo group. In future, de- 
regulation of markets might allow more direct min- 
gling of services. One example could be bank ac- 
counts that would let an individual switch assets 
between different currencies and equities. 
| That sort of blurring of institutions could her- 
ald something more radical—a redefinition of a se- 
curities company. Ás one western stockbroker puts 


; Tokyo [ whis pers 


; International $E IKE London before it, Tokyo is finding that 
-financial centres =~ internationalisation is forcing it to adapt to 
: p V to play by new, and foreign, habits. Until as recently as two 


m Tr pus years ago, even finance-ministry officials thought 
international rules 





|. that Tokyo could get away with its old whisper-whis- 
per ways with market-sensitive information. No 
















newly arrived foreign securities houses, 


it: "Securities com 











Smaller securities . | : 


.. acquisition necessary would be of the order of buy- 


could afford it, but political opposition would block 


global financial supermarket is an idea whose time 
‘never came. In future, worldwide firms will seek 
broad-based strength’ in their home market and: 


How can Nomura, or any other Japanese securi- © 
^' ties house, become yet stronger at home? One way. - 
-< would be to forge an alliance with one of the big 
banks. Article 65 will prevent that happening for- 
mally for some years, but informal lines of commu- ` 
nication are already being set up: Nomura with _ 
Sanwa Bank; Daiwa with Sumitomo Bank; Nikko ` 




















are no longer companies 


panies onger com] 
a bit of informa- 


hares and need 





tion to do it; they are global information companies 


that happen also to buy and sell a few shares." 
Nomura has already split into two hubs. From 
one, Nomura Securities, radiates its stockbroking 
and investment-banking businesses; from the other, 
NRI & NCC, its information and communications 


businesses. NRI & NCC is developing all sorts of se- 
curities software which could change the nature of 


the business completely. "Expert systems" let No- 


. mura salesmen advise clients on model investment 
portfolios at the punch of a few keys. Programs that 


plug into video-games computers let customers 


trade shares from home. Rival securities firms are 
using Nomura software for their back-office ac- 


counting, to report daily positions to the authorities 
and to execute share trades. 

As well as providing software, NRI & NCC pro- 
vides a delivery system. It already runs value-added 
networks (VANs) that let securities companies’ com- 
puters talk to each other, to their clients, to stock 
exchanges and to regulators. And not only securi- q 
ties companies. The 7-Eleven chain of corner gro- 
cers in Japan uses a Nomura VAN for its electronic 
point-of-sales systems. Will other links follow? And 
in what new businesses would Nomura have an ad- 
vantage in entering, or creating, because of the elec- 
tronic networks it could bring with it? 


An electronic world 


These businesses need not be confined to Japan. 


Nomura will soon have in place a global VAN con- 


=. necting London, New York and Tokyo in an elec- 
tronic triangle with an extension from Tokyo to 
“Hongkong. It is all operating already, save for the 


London-Tokyo leg which still requires the approval 


` of the British and Japanese governments. That is ex- 
“pected shortly. When it comes, a dealer from No- 


mura or one of the 15 foreign houses that use No- 
mura's Star-l software, who is sitting in London or 


"New York, will be able to trade directly on the To- 


kyo Stock Exchange just as if he was sitting in an 
office in Kayabacho. 

That is just a start to the next wave of changes - 
that technology is going to bring to financial ser- 
vices in Japan just as it has in America and Britain. It 
will make an.even bigger nonsense of artificial regu- 
lation in national markets. It is absurd that a dealer 
in London will be able to press keys to trade stocks 
in Tokyo, but, as is the case at the moment, a dealer 
in Tokyo is forbidden to press keys to trade on the 
stock-index-futures market in Osaka. That is all go- 
ing to have to change. 

E a oe cheaters 


particularly American ones resenting their exclu- 
sion from the local grapevine, got their govern- 
ments to push Japan to close a gaping difference be- 
tween its anti-insider-trading legislation and its - 
American model. Then, a groundswell of opinion 
among rule-makers in New York, London and To- 
kyo that there needs to be more uniformity between 
their. standards of reg reaté ond 
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rir O | much about our clients as we can, 
p | : and we stay with them throughout 
ep | their long-term plans for business 
ae As Japan's premier corp vth and development. 
: wholesale bank and a globally inte- Creating original, more individua- — ^. 
grated financial group, IBJ sees the ized products through long and close — 
use of creative dealmaking, global relationships with our clients, this is E: 
markets and sophisticated financial the IBJ approach to global corporate. — 
T products as the ideal way to give you banking. It's a major reflection of t le 
x greater opportunity and choice in all IBJ philosophy and simply the best 
Je your business activities. way we know to help you meet your — 
qo But then IBJ looks further, beyond financial and business needs on the - E 
qe globalization and the eternal quest complex global market. 
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INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome. Chiyoda-ku, Tokyo Phone: 214-1111 Telex: J22325 

Overseas Network: New York/Los Angeles/Chicago/San FranciscofHouston/Atlanta/Washington/Toronto/Vancouver/Mexicof 4 

Panama/Rio de Janeiro/Sao Paulo/Grand CaymaniLondonfParis/Frankfurt/Düsseldort/Madrid/Luxembourg/Zürich/Rome/Bahrain/ T 
: Singapore/Hong Kong/Jakarta/Kuala Lumpur/Bangkok/Beiing/Shanghai/Guangzhou/Dalian/Seout/Sydney/MelbourneiPerth 5 
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a Almostevery two seconds, b The air conditioning and 
somewhere in the world, heating equipment in buildings 
another aircraft powers up with and homes is quieter and 
Pratt & Whitney engines more efficient, thanks to Carrier, 
Utilizing such advancements the world's largest manufa: 
as single-crystal technology turer of these technologically 
and high-temperature turbine advanced system 


alloys, Pratt & Whitney has 
pioneered propulsion systems 
for military, commercial and 


general av tation 


These are the companies of United Technologies, along with UT Automotive, Hamilton Standard, Norden and others 
Each one isa leader in its own market. Together, as United Technologies, there are more than 190,000 of us in 

300 plants in 57 countries. All working together, sharing knowledge, engineering and expertise. All with the single 
goal, to make the most of our united technologies, for all our customers. 


€ The tradition of lead 

ership at Sikorsky lives on with 
military helicopters supplied 

to more than 36 nations, and 
commercial helicopter 

designs that lead the industry 
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d The most advanced 
technologies, including digital 
communications and 
eiectronic dispatch systems, 
predict and monitor pas 
senger loads and destinations 
on Utis elevators 
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new law to be introduced next 
t time, Japan will attempt to de- 
igh to stand up in court, what inside 
d who are insiders. The old law 
usly worded that the authorities 
definition of proscribed "unfair" 
itive, confidential company in- 
pan has never had a criminal pros- 
: for insider trading, and only a handful of 
actions on lesser civil charges. There is no case law 
to flesh out the definitions, as there is in America. 





Culture club 
A problem all along has not been individual abuse 
of market-sensitive information but a difference in 
perception between East and West about what con- 
stitutes insider information. Japanese feel it natural 
for companies to provide business information to 
. their financiers, big shareholders and affiliated 
firms without necessarily making it public first. The 
circle is undoubtedly a charmed one, but it is also 
pretty wide. The question is how far from the centre 
is the point where information stops becoming suff- 
ciently privileged that it provides an unfair advan- 
tage on which to trade. 

lt is not easy to change a culture just by altering 
the rules, and it will be even harder to change To- 
kyo than it was London. Like other Asian markets, 
Tokyo is moved more by rumour and sentiment and 
less by economic fundamentals than western mar- 
kets are. That makes it more vulnerable to manipu- 
lation than London or New York, especially as 60% 
of trading volume is accounted for by only four bro- 
kerage houses. 

There is reason to believe that this time some- 
thing might happen, following a series of what any- 
where else would have been insider-trading scan- 
dals. The misdeeds of Ivan Boesky stirred abstract 
misgivings about the dangers of insider trading. 
Then, a year ago, the Tateho affair brought them 
sharply into focus. Tateho Chemical Industries 
nearly went bankrupt, after speculation in yen-bond 
futures turned sour. Well-connected shareholders, 
such as its underwriters and banks, sold out just be- 
fore hefty losses were announced. 

Since then there have been several cases which, 
although (as with Tateho) the authorities felt could 
not be prosecuted under existing law, were nonethe- 
less seen to be too near to the mark. One was Nip- 

pon Steel's purchase of an equity stake in Sankyo 


“| Seiki. Some 30. executives from both companies 
-| were found to be trading in the two companies’ 
|]; shares while the tie-up.was being negotiated. 


The case that has done most to raise questions 
about share-dealing ethics, however, is the Recruit 
affair. This is not an insider-dealing case and has 
taken on a life of its own as a more widespread po- 
litical scandal than even the Lockheed bribery case 
of the mid-1970s. It had its origins in disclosures 
that shares had been sold cheaply to senior politi- 
cians, civil servants, businessmen and sundry aides 
and relatives before being registered on the over- 
the-counter market. These individuals subsequently 
made huge profits selling the shares. 22027 

Such stock. dealings, though not illegal, have 
looked morally dubious to the public. They have 





ade greater prudential regulation seem more nec- London, Tokyo and New York markets. So far that 
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essary to the authorities and more acceptable to 
companies and financial houses. The rules on reg- 
istration of new shares on the over-the-counter mar- 
ket are being revised. Parts of the new insider law 
have been hurried forward. — — — 

Some Americans, ever keen to populate the 
world with yet more lawyers, have called for a Japa- 
nese version of Ámerica's Securities and Exchange 
Commission (SEC) to be set up. It is not likely to 
happen, and certainly not independently of the 
Ministry of Finance. Both the prime minister, Mr 
Noboru Takeshita, and his finance minister, Mr 
Kiichi Miyazawa, have dismissed the idea. 

A Japanese SEC would be too legalistic an ap- 
proach even for a chastened Japan to accept. The 
Japanese will remain more comfortable with infor- 
mal guidance from finance-ministry officials than 
with formal rules applied by lawyers. But officials 
acknowledge that that was once London's way too. 


Look at London's rule books now. 


Walls have ears 


As if to pre-empt such changes, securities compa- 
nies and other financial institutions have started to 
put their own houses in order by tightening internal 
controls on the leakage of information between the 
underwriting and sales sides of their corporate-fi- 
nance divisions. Building Chinese walls has become 
the rage, even though it will inevitably damage their 
business. In a rumour-driven market, if a securities 
company's salesmen cannot be trusted to have an 
inside track, why accept their sales pitches? Heav- 
ens, Japanese will soon be buying shares on the 
fundamentals. 

Such thoughts have led some foreigners to 
question just how solid Japanese Chinese walls will 
be. Similar doubts are raised about the true inten- 
tions of the authorities. There is an inevitable suspi- 
cion that the Japanese authorities want to be seen to 
be doing something about insider trading, but that, 
having made a well-publicised gesture, they will let 
the Japanese market slip back to its old ways. That 
suspicion seems misplaced. 

Belatedly, compared to their banking brethren, 
securities regulators are coming round to believe 
that there should be some harmonisation of the 








































ial talks have already started among securi- 
es-markets regulators, although, according to one 






M MANAGING pension funds sounds like a gen- 


FA. tle business. But it will be one of the fiercest 


i fought corners of Japan's financial system in the 
` 1990s. It is now the shared. monopoly of the trust 


banks and life-insurance companies. Their duopoly 
looks fragile, because pension-fund management 
has been a dozy business and the government will 
want to open it up to competition sooner rather 
than later in order that Japan's growing number of 
elderly can enjoy their old age more. Securities com- 
panies, banks and foreign fund-management firms 
are all chafing to break the barriers down, because 
the business is going to be huge. 

The assets of Japan's private pension-funds at 
the end of March 1988 stood at Y23 trillion (about 
one-eighth the size of the pension-fund business in 
America), according to Nakamae International Eco- 
nomic Research, a private research company. It esti- 
mates that by 1995 they will have reached Y60 tril- 
lion. They could reach ¥140 trillion by 2005.. 

The pot for public-sector pensions will be just as 
tempting. By the end of March 1989 it will be worth 
an estimated Y65 trillion. This money is now depos- 
ited mostly with the Ministry of Finance. The minis- 
try in turn uses it to fund public works through a 
loan scheme that pays an interest rate of 5.1%. 

With more pensions to pay, the welfare ministry 
will need a better return than that. It plans to hand 
over less public-sector pension assets to the finance 
ministry and more to independent pension-fund 
managers. So far only a dribble has gone to indepen- 
dent management—¥4.1 trillion in the 1986 fiscal 
year: and this mostly by another government 
agency, the Pension Welfare Service. But private 
pension-fund management firms are beginning to 
get in on the act. Ther have been given Y2.1 trillion 
of public-sector pension assets to manage in the cur- 
rent financial year. | | 

Mr Takao Fujimoto, the health and welfare 
minister, says he wants the ratio of independently 
managed public-pension funds raised rapidly to 
one-third of the total. On the basis of the current 

financial year’s funds, that would mean the manage- 
ment of assets of some Y22 trillion would be up for 


Japan's social expenditure 
As % of GDP | 





. Projections 
Medical care - 4B . 62 7.2 8.4 





Pensions © 42 104 
Education —  — $1 — 40 —— 43 
Ta — 1 154  ?219 271 
IMF Occasional Papera? O O 0 
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"ready complain that their hands are being tied in- 
cteasingly tightly by red tape in London and New. | 
York-—almost as loudly as they say that Japan needs. ~ 

tying down more. 
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Growing up 
Corporate pension-fund assets 


Life-insurance companies 
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grabs, with private pefision-fund management firms 
likely to get much of it. | 

Do not expect it to happen too soon. In Japan 
there is rapidly—and rapidly. The finance ministry 
will not readily agree to losing yet another cheap 
source of funds for public spending. Once before, it 


has blocked the welfare ministry's plans to turn over 
more state funds to independent management. But 


it will happen eventually. | 

And might there one day be personal pensions 
in Japan, too? These have yet to take off because of a 
lack of the tax incentives given to company-pension 


fur.ds. But that may change in the face of the prese | 


sure on the government to provide for its growing 
population of elderly and as the restructuring of the 
economy means that fewer and fewer people will be 
working for the same company for life. 


A trusty business | 

How well will the trust banks be able to protect their 
pension-tnanagement patch? The market share of 
the eight domestic trust banks (seven specialists, 
plus the trust division of Daiwa—for historical rea- 
sons the only city bank permitted to do trust bank- 
ing? has already dipped from a peak of 70% of the 
pension funds under management in the late 1970s 
to a little above 60% now. Within that, Daiwa has 
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creating compl ex new instruments with Swaps, options 
japan, The Toyo Trust and and futures, 















ing na vast range of trust and As à result, we now have assets of over US$109 
banking a t rporate finance ioinvestment billion, a far-flung network, and an unshakable presence 
advisory at ; agency services, to pension in offshore | lending and: investments. 










trusts: and real estate." 

: | For financial reach and innovation, contact Toyo Trust. 

Innovation that works for you We can show you more choices to finance your growth 
A pioneer in services and techno! ogy for nearly _ in the integrated, fast- changing markets of today. 

30 years, we've put thís lead to work for our clients by 






æ] THE TOYO TRUST & BANKING CO., LTD. 


43, Maruaguchi Heliam, Chiyoda-ku, Tokyo, Japan Phone: (03) 287-221 Telex: 22123 TYTBKI Telefax: (03) 201-448 
Overseas Offices/New York, London, Los Angeles, Hong Kong, Singapore, Bahrain, Sydney, Beijing, Shanghai, Shenzhen, Zurich, Chicago 
Subsidiaries/Toyo Trust Asia Limited (Hong bid Toyo Trust international Limited (London), bci Trust Australia Limited aid bud. st Finanz pe. AG (Zurich), an Trust dd af New York (New To 










Investors around the world are EA on | the 
Japanese market today as never before. 

They recognize the outstanding potential of what 
-has already grown into the largest capital market 

on the planet. 

Before you invest your money in Japan, though, first 
invest a few minutes of your time. Leam why | 

NKK —the Nippon Kangyo Kakumaru Securities 
Co., Ltd. —is the ideal partner to assist you in the 
Japanese scene. Backed by its own independent 
research facilities and highly trained investment 
advisors, NKK has the professional expertise and 
experience to create the portfolio precisely matching 
your investment needs. 





The Nippon Kangyo Kakumaru Securities Co., Ltd. 


Head Office: 1-6-1, Marunouchi, Chiyoda-ku, Tokyo 100. Japan Tel: 03-286-7451 Telex: J24930 KANGYOKS 





e Nippon Kangyo Kakumaru (Europe) Limited. — London 


e Nippon Kangyo Kakumaru (Switzerland) Ltd. — Geneva e Nippon Kangyo Kakumaru International Inc. — New York, Los Angeles 
e Nippon Kangyo Kakumaru (Asia) Ltd. —Hong Kong NKK Merchant Bank (Singapore) Ltd. — Singapore 
Overseas Representative Offices: Paris; Frankfurt, Milan, Bahrain, Sydney, Being, Seoul. 
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— Dozy giants like 
the life insurers and 
comatose ones like 
the bost office are 


ke 


beginning to stir 


and ne vorst (Toyo Trust). zo 













eper. 


- income for those in the pension-trust business. .. ac * 
Next year will be a testing time for the trust | 


banks because investment-advisory firms will then 
be allowed to manage pension funds on a discretion- 


trust banks fear so. 

It is costly to get into pension-fund manage- 
ment (because of things like computer systems), so 
the trust banks may have a breathing space before 
the competition turns nasty. But they may still be 
forced into the short-cut that all sorts of Japanese 
firms are taking to equip themselves for fast chang- 
ing markets: buying the expertise which they do not 
have time to develop themselves. d 

How long will it be before a Japanese trust bank 
follows Yasuda Life and Nippon Life in going 
abroad to buy the skills in asset management it is 
going to need? If they do not, before long they may 
find themselves being bought by other Japanese fi- 
nancial institutions. | 


Unforlorn foreigners _ 
Investment management will become the great hope 
for foreign firms in the Japanese market. If Japan 


- becomes a capital-importing country, foreign securi- 
ties houses which arrived in Tokyo hoping to ride. 


what seemed to be ever-swelling capital outflows will 
find that their business has dried up. Fund manage- 


`. ment will be one of the few domestic businesses into. 


which they have an opportunity to enter. — 

Until recently, even specialist foreign fund- 
management firms like Gr Management, Gartmore 
and J.P. Morgan were not allowed to sell their ser- 
vices in Japan. Japan’s Investment Advisory Law, 
enacted last year, will alter that. The legislation was 
intended to improve investor protection in the 
wake of the Toshi Journal scandal of 1983-84 in 
which 8,000 small investors were swindled out of 
¥18.4 billion. When putting the new legislation to- 





Shaking the ground 


LL sorts of slumbering giants are being stirred 
[7X by the deregulation of Japan's financial mar- 
kets. The 24 life-insurance companies, which to- 
gether comprise Japan's biggest group of institu- 
tional investors, see themselves as the coming force. 
They are big, and growing bigger at breakneck 
speed. They are attracting personal savings because 
their policies in a bull market offer better returns 


than do banks’ deposits. This year the life insurers’ 
total assets topped ¥80 trillion. At the end of 1981 
| they had assets of only ¥30 trillion—and it had. 
| taken them a century to reach that level. | 


— . . "fhe life insurers are giants, but dozy ones. 






When the financial system's purpose was channel- 


pen up further © 
e role of book. 






























ary basis. The thin end of a market-opening wedge? - M 
Investment-advisory firms hope so as much as the 


gether, however, Ministry of Finance officials real- 
ised that fund management in Japan was primitive 
compared to the industry ín London, New York or 
Edinburgh. The true need was to modernise it.- 
That, for once, has let foreign firms get into a 
vew Japanese market on the ground floor. So far all 
the foreign household names that have applied have 
got licences. In all, 31 foreign fund-management 
Érms have been licensed, out of a total of 127 firms. 
The early target of these companies is the spare 
cash that manufacturing companies have been 
putting into tokkin funds, a special investment trust 
with tax advantages for companies. They are also 
after sub-contracts for some of the pension-fund 
money that life insurers and trust banks invest over- 
seas; and after the foreign investments of the mutual 
banks and other often forgotten but huge collectors 
of small savings, such as the farm co-operatives’ 


bank, Norin Chukin, and the postal savings system. 


All of these are growing business opportunities 
‘or foreign fund managers, as deregulation gives Jap- 
anese institutions more autonomy over their invest- 
ments. Foreigners can still expect only to pick up 
che crumbs. But so huge are Japan's savings that 
even crumbs can be sustaining. 





ling cheap money to industry, that scarcely 


 mattered. The life insurers did little more than 


make long-term loans to industry and buy sheaves 
of government bonds. The government's pruden- 
tial regulation was so strict that they could do little 
else. Policy holders had to put up with the dismal 
returns on such investments (asset management 
would be too dignified a term) because there were 
few higher-yielding alternatives. — ——— | 
... This is no longer true. Competition for per- 
'sonal savings will grow stronger when the commer- 
cial banks are free to compete with fully deregulated 
‘deposit interest rates. At the same time, company 
 pension-fund customers are demanding higher re- 

















BEFORE YOU CALL 
YOUR TRADITIONAL 
BANKER, THERE ARE 
SEVEN REASONS 
WHY YOU SHOULD 
CALL ON US. 


la As one of the world's leading wholesale banks, LTCB 
offers a comprehensive array of financing and merchant 
banking services in every major financial market. 


















Bi In the Tokyo market, LTCB acted as lead commissioned 
bank for four out of the nine Samurai and Daimyo bond 
issues made in the first half of 1988. Worth X105 billion, 
the issues rank LTCB first among Japanese institutions. 









B LTCB has established a major presence in the Euro- 
market. Through our affiliated securities houses we offer 
unparalleled access to a major global source of funding. 







B LTCB is an innovative financial architect in all markets. 
We are internationally recognized as a leader in currency 
and interest-rate swaps, as well as futures and options. 






Bl ^n in-depth understanding of global economies and 
financing practices supported LTCB' rise to become a 
leading provider of multinational M&A and joint-venture 
services. 







Bl As a leading aviation bank, LTCB is serving aerospace 
manufacturers and airlines worldwide through a variety of 
aircraft financing facilities. 






E Expertise in long-term project financing made LTCB a 
natural choice to lead manage the historic Eurotunnel link- 
ing the UK and France, and the Second Harbor Crossing 
Tunnel in Hong Kong. 

















Financing the Future ==.. 
The Long-Term Credit Bank of Japan, Ltd. 
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No-one with a serious interest in international 
investment should take our name - Kuwait 
International Investment Company ~ at face va iu 

Given the increased scope and geographical 
breadth of our activities, it is more appropriate to 
think of us as an international merchant 
bank, than as simply an investment 
company. For instance, we manage and 

underwrite new issues on a world-wide 
basis in a variety of currencies and enjoy 








a close working relationship with most of die 
world's major underwriting houses. We continue to 
develop our already considerable expertise in inter- 
national stock and bond markets, in particular our 
international e equity portfolio, which we have 
substantially upgraded. 

Tf you are considering international 
investment opportunities, why not 
contact us? We can point you in the right 
direction. | 


Kuwait International Investment Company: 


Al-Salhia Complex, PO. Box 22792, Safat, 13088 Kuwait. 
Te e- (General): (965) 243827 3/9. Telex: 22325 INT\ 
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phone (D Direct): Investment (865) 2464788, Syndications & Banking (9 5 2422496/2410626 
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means t Small savers make mighty giants 





Personal savings "— Life-insurance 
April 1988 tota: WBR - i 
B Postoffice | 











working life with a conservative 
| commercial bank or life-insur- 
:ot usually make the best securi- 
managers. c — d. 
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given an extra spin, because 
ple of years within the system 
t develops generalists rather 
| who was managing loans in 
next job is dealing in Trea- 
e will be back in Hokkaido 


es a bad fist of it) 
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teigaku. Savers could cancel such accounts after six 
months with no loss of interest, allowing them effec- 
tively to lock into fixed rates of interest. The post 
enth-ranking Yasuda Life spent $300m for an 18% office was also allowed to be the main beneficiary of 
stake in Paine Webber. Sumitomo Life spent £7.5m the maruyu system of tax breaks for small savers 
for a 15% stake in Edinburgh's Ivory & Sime. As - This much-abused system was mostly abolished 
well as seats on the board, these tie-ups include on April 1.1988, in response to international de- 
training. Nippon Life is now sending 20 staff a year mands that Japan rejig its tax system so it no longer 
to New York. | | . favoured saving at the expense of consumption. 
^^ The hidden agenda for the biggest of the life — Only the elderly and fatherless families may now 
insurers is to be able to wriggle free of the hold the — hold maneyu accounts. The outstanding balance of 
big securities companies have on them at present. — these accounts (not all held at the post-office) has 
Eventually, the life insurers want to compete with fallen from around 300 trillion to ¥60 trillion. — 
the securities companies for fund-management busi- . In return for giving up maruyu, the post office 
ness, and perhaps even for some corporate finance, has won big concessions. The finance: ministry's 
when these businesses start to be opened up. At the — trust fund will give it a higher rate:of return on its 
least, they do not want to depend on the big four’s deposits, which up to now has been slightly below 
oligopoly for advice. | © ou. thecouponona long-term government bond, More 
The life insurers would like to be able to do importantly, the postal savings system is being freed 
their own stockbroking, either in-house or through — to invest some of its deposits where it wants (up to 
captive affiliates. That would reduce the huge com- — X15 trillion-worth within three years), and to put 
mission fees that they have to hand over to the se- — more into equities. . | i RE LN 
curities companies each year—fees which can be It is also able to offer savers more than just sav- 
used for marketing the securities companies’ trusts ings accounts. It can now sell them X1 trillion-worth 
in competition with their own policies. s of government bonds a year. Since Aptil it has let 
dt X A. = them deposit the interest from the bonds in a 
The postman knocks | —.  postalsavings account for the remaining life of the 
If the big life insurers see themselves as the institu- bond. This compounds the interest on the bonds, 
tional-investment giants of the future, then the post giving the postal savings system another advantage 

































office sees itself in that role in retail banking. Ja- — over the city and regional banks. Su 

. pan's postal savings system has assets of around ` Other schemes that will take the post office 
. Y120 trillion. If it were a private bank, it would be deeper into the commercial banks’ territory include 
more than three times bigger than the world’s larg- — giving it permission to make unsecured loans from 
. est commercial bank, Dai-Ichi Kangyo, and four next year. It is talking to Citicorp about à joint ven- 
| times as big as either Europe's biggest bank, Crédit — ture for electronic funds transfer to the United 
|. Agricole, or America’s biggest, Citicorp. ——— States, where the giro system for postal banks’ inter- 
<o Officials at the Ministry of Posts and Telecom- national transfers does not reach. The transfer of 
munications, which runs the 113-year-old postal — funds to America for individuals has become a sur- 
savings system, drool at the prospect of becoming prisingly large and lucrative business for the banks. 
commercial rather than clerical bankers. In the past - The banks’ biggest complaint about all this is 
|| all they had to do was collect deposits from small — not about the new competition, but that the postal 
|. Savers over post-office counters and hand them on — savings system is blocking the Ministry of Finance's 
to the Ministry of Finance's trust fund, another big programme for interest-rate deregulation. The Min- 
source of publicworks funding © | - istry of Posts and Telecommunications refused to 
~ For this, the postal savings system was allowed agree to further deregulation of rates on small de- 
to set its interest rates to depositors a notch above posits because this would eliminate the postal sav- 
ose of the commercial banks and to offer a ten- ings system's main advantage over the banks. ^. > 
ear «fixed-interest savings account called the Án uneasy compromise has been proposed be- 
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Little though commercial b kers like the com- 


promise, because it would still leave the post office - 


with an advantage ot on | time ie deposits they would be 





T ey a always have p bat now ne want 
them as borrowers as much as savers. They want to 


‘sell them all sorts of financial services: from loans to 


pay for foreign holidays, to credit cards to use while 
they are away, o 
- Instead of borrawing hep fon savers to lend 


to companies, banks will borrow cheap from com- 


panies through the capital markets to lend dear to 


consumers. The smart ones will then repackage 


their consumer debt, securitise it and sell i it of to 


"other financial institutions. 


-. Because the consumer has until.now.come t bot- 
tom of the heap in all aspects of Japanese life, con- 
sumer. finance is relatively underdeveloped com- 
pared to other rich countries. It has been the 
province of the credit companies, called shimpan, 
and of loan-sharks whom the authorities want to see 
out of the business. ^ — 

That. presents opportunities for the banks. The 
value of all banks’ outstanding consumer loans (ex- 
cluding those for housing) rose by 250% between 
the start of 1986 and last June, but still totalled only 
Y3.8 trillion. It also offers the prospect of profit. 
Overheads are high in retail banking, but spreads 
are e wider than for corporate lending. 

: It also. provides opportunities for the banks' 
competitors, such as the postal savings system. This 
is potentially formidable, because it has a ready- 
ace and extensive branch network. There are 
23,000 post offices around the country, of which 
20,0 000 or so already offer banking services. The 13 
big city banks have fewer than 3,000 branches be- 
tween them. No one bank. has more than 400 


branches and none can claim a comprehensively na- - 


came Seibu Credit. 


tional network. Takeovers of smaller banks vill plug 
the gaps only to a limited extent. _ 


Scared. of Seiji 


It is not other banks, nor. securities houses, nor life - 


insurers, nor the farm co-operatives, nor even the 
post office that those who run the big commercial 
banks think will be their most challenging rival in 
consumer banking in ten years: time. Instead, it is a 
man. who wins prizes for writing poetry and has 
made a fortune from the simple premise that a 
young. Japanese in the 1980s would prefer to buy 
one expensive and stylish piece of c lothing rather 
than two penny-plain ones. 

. ; He is Mr Seiji Tsutsumi, one of two half- bisd 
ers. who inherited their father’s railways-to-real-es- 





| tat Mo sétailing SEEN empire. The two men hate 


gs system. ‘sell some 


e s would be Y3m. The — 
ate deposit accounts _ 
E ~~ tothe higher-yielding attractions of the securities 
companies, trust banks and insurance firms. The 





t er P w 
will come next spring and tale the questions of de 
posit-rate deregulation redundant. 7 

- The banks need full liberalisation of deposit 


rates as soon as possible, to stem the loss of savings 


post office will be tomorrow's threat to the banker. 
Today's is troublesome enough. 


each other. Vhen they went their separate ways in 
the: early 1970s, Mr Yoshiaki Tsutsumi, whom 
Forbes magazine reckons is the richest businessman 
in the world, took the property and the railways; 
Seiji took the stores. 


Mr Tsutsumi has turned those stores into the - 


self-consciously stylish Seibu Saison group, one of 


Japan's leading retailers, by making three correct . | l 
judgments about how Japan would grow richer. He 


thought that the newly monied young would be 
spenders rather than savers and would flaunt their 
wealth; he thought that they would buy style not 
brands; and he thought that stores would become 
places for one-stop "lifestyle" consumerism where 
travel, tourism and consumer finance would be 
bought as readily as fashions, foods and Filofaxes. - 

- Mr Tsutsumi is not the first retailer to think 
that if he can sell lip gloss then he can sell loans. But 
because Japan's big banks are not yet entrenched in 
the market he has a better chance than others to 
ui a not-immodest ambition for his company to 

be "Japan's first consumer bank”. 

Its early. model has been the pre-reorganised 
version of Ámerica's Sears Roebuck, with which it 
has joint ventures in insurance and to whose head 
office in Chicago it has sent more than 200 staff to 
be trained since 1974. But Mr Tsutsumi wants to go 
beyond that to turn Seibu Credit i into the hub of his 
lifestyles empire. 

Seibu Credit's roots are in a Tokyo stores group 
called Midoriya. This was a pioneer in instalment 
credit but lost its feel for the consumer pulse. In 
1977 Mr Tsutsumi stepped in to rescue it, winding 
down its weakness—selling goods- 
on its strength, selling credit. In 1980 Midoriya be- 





Mr Tsutsumi twigged that the way for stores 
groups to grow would be by expanding consumer 
credit and then selling other services to their grow- 
ing number of customers. Using Midoriya's inher- 
ited expertise, he introduced the first charge cards 
for his group's stores and supermarkets. Since 1982 


these have been superseded by an interchangeable 
-. Seibu Saison group card, whose use is. rapidly being 


expanded to outlets outside... 

There are now 5.8m. e card holders: a 
most 6096 in their not-yet-saving 20s. The card busi- 
ness accounted for 38.496 of Seibu Credit's turn- 













over of Y466. billion i in the year to January 31st. 
ees mere growth to come. It reckons 
lp ool of 12m Saison card- -holders, 


ine compe 
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Around the world... | 


With the passage of time, our services only get better. 
Our global network lets us serve you quickly, efficiently. 
Whatever your banking need, 
choose Mitsui Trust. 


& MITSUI TRUST 


THE MITSUI TRUST & BANKING CO. LTD. 


Head Office: 1.1, Nihonbashi-Muromachi 2-chome, Chuo-ku, Tokyo, 103, Japan. Tel: 03-270-9511 
Telex: J26397 Cable Address: TRUSTMIT TOKYO 

London ; 5th Floor, 6 Broadgate, London EC2M 2TB, UK. Tel: 01-638-0841 

Telex: 8811344 MTRUST G Cable Address: TRUSTMIT LONDON EC2 

Mitsui Bank S.A.: Avenue Louise, 287-Bte 5, 1050 Brussels, Belgium 

Tet. 02-640-8850 Telex: 64720 MITBK B Cable Address: MTRUST BANK 

Mitsui Trust Ltd.: Hottingerstrasse 14, 8024 Zürich, Switzerland 

Tet: 01-251-7566 Telex: 815858 MBCO 


Hottingerstrasse 14, 8024 Zürich, Switzertand 

Tet 01-251-7566 Telex: 815858 MBCO 
Office: NY Østergade 12, tst Floor, 1101 Copenhagen K, 

Denmark Tel: (01) 135113 Telex: 19535 MTBCOP DK 
Mitsul Trust Ltd.: 99 Bishopsgate, London EC2M 3XD, UK. Tet 01-256-5601 
Telex: 945831 MTINTLG Cable Address: MITSUITRUSTINT LONDON EC2 
Frankfurt : Neue Mainzer Strafe 57, 6000 Frankfurt am Main !. 
Federal Republic of Germany Tel: 069-239407 Telex: 4175821 MTRB D 


New York, Chicago, Los Angeles, Toronto, S&o Paulo, Sydney, Melbourne, Singapore, 
Hong Kong, Beijing 
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RIDING BEAR AS WELL AS BULL MARKETS 8 
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D 120 I5 
Written by George A Philips Edited by Simon D Gamse Publication aate: November 1988 
In spite of recent market volatility the Japanese warrant market has Price: £75 | 
experienced a 'superbull' phase. Please send me.................... copies of 





Japanese Warrants: Riding Bear as 


For the first time, accurate information on both the theoretical and practical 
workings of this market is brought together in a timely new publication from 
IFR. Major concepts, such as cash extraction and theoretical pricing models, 
are analysed in depth. New and recent empirical evaluation models are 
examined which isolate useful warrant characteristics and give an insight 
into the warrant market behaviour. 





The content includes: 






á © The Black-Scholes evaluation 
model: An examination 


e An historical perspective; Dis- 
covering the Japanese securities 


market e Empirical models: 


e Simple parameters: Defining A critique 


premium and gearing e Japanese warrants: An 


e Cash extraction: Theory and empirical approach. 


practice considered e Glossary 


e Theoretical evaluation: e Bibliography 
Fundamental approaches 


(and their misgivings) 
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IFR SALES - IFR PUBLISHING LTD :92 MIDDLESEX STREET: LONDON E1 7EZ 





well as Bull Markets at £75 a copy. 


[ ] | enclose a cheque for £................. 
made payable to IFR Publishing Ltd 








a Please invoice my company 
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o Navigate 
in the Rough Waters of 
International Financing, 
Rely on Tokai Bank 


The seas of international finance can get quite stormy. 
That's why you need an experienced navigator to determine 
the proper course for your financing and investments. With 
over 100 years of experience, 49 overseas offices, more than 
1100 correspondent banks, and total assets of US$222 billion, 
Tokai Bank is in a position to take command. 

We don't rely on dead reckoning. As one of Japan's 
leading banks, our global information network provides 
a diverse range of accurate, up-to-the-minute banking 
services, innovative financial techniques, and an expert 
knowledge of the Japanese market. To make sure you steer 
the right course in international financing, come aboard 


with Tokai Bank. 
Ce, TOKAI BANK | 
e Mais 


Head Office: 21-24, Nishiki 3-chome, Naka-ku, Japan Tei.: 052-211-1111 Telex: J59612 
International Banking Group: 6-1, Otemachi 2-chome, Chiyoda-ku, Japan Tel.: 03-242-2111 Telex: J29234 
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five years’ time. 

A deal in 1987 with Chemical Bank to let 
Saison card-holders use Chemical’s 27,000 cash dis- 
pensers in North America has been supplemented 
by new tie-ups with Visa and MasterCard. From 
July these deals brought another 30,000 automated 
teller machines (ATMs) and 5.4m outlets from each 
of the credit-card organisations around the world. 
They should make the Saison card more attractive 
to the ever-increasing number of Japanese travelling 
abroad. These are just the same free-spending Japa- 
nese that Mr Tsutsumi wants in his stores at home. 
More, they have strong yen burning holes in their 
Louis Vuitton purses. 

The other pillar of Seibu Credit's turnover is 
loans. These come in two sorts: cash advances of up 
to Y 300,000 against a credit card (hence the useful- 
ness of the recent tie-ups that bring ATMs); and 
loans for special purposes such as buying houses, 
cars, holidays and golf-club memberships. The two 
categories accounted for 32.196 of turnover in the 
company's most recent financial year. 

Growth in both the card and loans businesses 
over the year to January 31 1988 was strong. Card 
sales grew by 13.296 to Y179.5 billion, and loans by 
21.7% to Y149.8 billion. However, the fastest 
growth was in loan guarantees, which almost dou- 
bled to Y41.9 billion, accounting for 996 of total 
turnover. This is a business started in 1984 in which 
Seibu Credit sells its credit-risk-assessment skills to 
smaller commercial banks (reflecting the banks’ lack 
of expertise in consumer finance). 

Seibu Credit's in-house ability to make credit 
assessments for loans to individuals comes partly 
from its Midoriya heritage and partly from a sophis- 
ticated computer system called SCREEN. The soft- 
ware for this system cost ¥10 billion to develop 
(with Fujitsu). Seibu reckons it would cost three 
times as much to replicate today; this gives it a com- 
petitive edge that the big banks will take at least five 
years to blunt. 

Other new but still tiny businesses include leas- 
ing, and the sale of gold and small-denomination 
mortgage-backed securities. Two years ago Seibu 
Credit bought a 4096 stake in a small securities firm, 
Shinseiyo Securities, which specialises in selling eq- 
uities to women. Almost three out of five Saison 
card-holders are women. 

The two pitfalls for retailers who would be fi- 
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nanciers are that the credit risk they take on in- 
creases exponentially as they diversify into inev- 
itably more risky financial products than loans; and 
that management expertise runs out. Seibu Credit 
reckons that its SCREEN system will let it avoid the 
first pitfall and that it solved the management prob- 
lem by drafting in Mr Tatsuo Aoki from Dai-Ichi 
Kangyo Bank as its chairman to work alongside Mr 
Tsutsumi's right-hand man, Mr Toshio Takeuchi. 
Two of its four executive managing directors are 
also from banks and a third is from Sumitomo 
Credit, which is the Japanese end of the Visa net 
work. Only one is a retailer—though if this survey's 
prognostication about the future of banks is right, 
Seibu Credit might be better off with a wholesaler. 





The men from the ministry 


AKE a straw poll in Tokyo on which institution 

is being most shaken up by the deregulation of 
Japan's financial markets. Then ask which is least 
sfected A surprising number of answers to those 
diametrically opposed questions will be the same— 
the Ministry of Finance. 

The ministry was founded in 1870. It is an older 
institution even than the cabinet. It holds a sway 
that bureaucrats in Washington, London or Bonn 
can only dream of. Its main source of regulatory 
power over the financial system is the detailed but 
not always written administrative guidelines that it 
has authority to impose in order to clarify broad- 
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brush laws that parliament passes. 

For all its power, the finance ministry's policy- 
making is pragmatic, responsive and based on 
reaching consensus. This makes sudden changes in 
policy direction well-nigh impossible. That is fine 
when stability is required. But when sweeping re- 
forms are needed, on which, inevitably, there is lit- 
tle agreement, the ministry is less able to take the 
lead. The ministry can introduce only incremental 
changes and let them erode existing policies. 

The finance ministry's ability to dictate the pace 
of change is governed by its internal organisation; 
by its relations with other ministries; and by its rela- 
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Amid all this 
freedom, Japan’s 
bureaucrats will 


remain a powerful 


force 
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estate deregulation back by Over a yea: ex 
ple. But it is the ministry's internal organisation 


tions. Their directors enjoy much 
autonomy. When there is a conflict 

. on policy, it is the top civil servant, 
- “with the rank of vice-minister, who 
— has to resolve it. That makes him 
— ..themost powerful economic policy- | 


ent financial industries (just as Ja- 


-bureau cannot force something on 
an industry in the face of the indus- 


new future, but 
can it be learnt in 


J “tions with se The last two: have hod their 
.. effects on the reform of the financial ystem. The 


row with the postal ministry over dey 


that. matters most. 

The ministry's various sections compete for in- 
fluence and resources. Its various bureaus (the base 
of the pyramid in the diagram) are 
responsible for day-to-day opera- 


maker in Japan. : 
The bureaus represent their cli 


pan's other ministries from agricul- 
ture to education represent theirs). 
The balance of power is delicate. A 





try's united opposition, but neither . 
can an industry go against the ministry's will. In the 


. end the balance of power, though fine, lies with the 
ministry. lt is the one that issues the licences and 


interprets its own rules. ! 

Industries look to their bureau to champion 
their incursions into new areas of business and to 
stop others from being allowed into theirs. Because 
of the preference for consensus, change can usually 
be delayed simply by not agreeing to it. A conces- 
sion can always be gained by saying yes. 


 Liberalising civil servants (and there are many 
these days, especially at the levels above the daily - 


fray of inter-bureau squabbling) have learnt to use 
foreign pressure to hasten change at home or to 
break stalemates. Turning an issue from an internal 
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Future imperfect 









VV the 1990s and beyond? The formal regulatory 
point important to the answer is what will happen 


to Article 65, the rule separating commercial and 
investment banking. Conventional wisdom holds 
that Article 65 cannot go before America abolishes 


Glas: Seeagall What, however, is happening in 





THAT will ix bun di system look like in - 





wrangle into an international iid: dung forces 
the ministry to act as one—at least to some extent. 
Deregulation of interest rates has got as far as it has 
because the former yen-dollar committee (a joint 
team of American and Japanese officials) laid down 


a timetable that Japan was obliged to meet. 


Senior ministerial figures understand some of 
the fundamental structural changes that are going . 
! to be wrought on the financial sys- ^ 
tem by Japan's changing economy 
and want to get the system into 
shape to meet them, particularly 
- through the creation of super-effi- 
cient public- and private-debt mar- 
| kets, They are being frustrated be- 
cause deregulation has reached the 
point at which it affects the most 
. deeply entrenched interests of the 
banking and securities industries. 
Even foreign pressure is not break- 
ing that stalemate. 
. A radical move is being con- 
templated to solve this deadlock— 
| the creation of a new bureau. The 
excuse would be the need to intro- 
duc a new licence, recommended by the Financial 
Systems Research Council, one of the ministry's 
policy-guiding think-tanks. That licence would be 
concerned with merchant banking and would apply 
to affiliates of most of the big financial institutions, 
whether banks or brokers. But the reason for: the à 
new bureau would be to break the current deadlock 
between the banking and securities industries. By 
taking all the areas of conflict about new business 
out of their respective bureaus and the interna- 
tional-finance bureau, and turning responsibility 
for them over to a new team, the ministry could 
again reduce its policy-making to what the civil ser- 
vants are most comfortable with—the politically 
neutral resolution of technicalities. 


both countries is that the law is being steadily 
eroded by practice and innovation. 

The creation of short-term capital markets such 
as the yen commercial-paper. market and the intro- 
duction of financial futures both violate the spirit of 
Article 65 because they allow the commercial banks 
and securities houses to. compete: fond "ihe 














The Economist Financial ee has 
established itself as an invaluable aid to 
. senior bankers and officials in over 70 
... Countries. 
. Each fortnightly issue contains up to 30 _ 
| . items of news, comment, informed 
-speculation and highly sophisticated 
analysis from around the world, much ofit 
not available from any other source. 





Sovereign debt: Newson debt reschedulings, and 

analysis of economies in trouble. 

Portfolio management: Surveys of the strategies of 

leading money managers. 

Banking regulations: Moves by the authorities in the 

United States and around the globe. 

International institutions: Behind-the-scenes 

developments at the IMF, World Bank, OECD and Bank 

for International Settlements. 3 

= lar briefings on who’s who in finance ministries 
central banks. 

inte national banking talk and rumour. 

Currencies: What the big money-centre banks are 

forecasting for key exchange rates. ^ — 

Key Indicators: Every other issue contains a two-page 

supplement of charts and commenton Eurocurrencies, 

commodities and stocks, interest rates, money supply, 

exchange rates, inflation, ee EN 

expenditure and more. |. > 





Picaaé carol me ka subscriber to The Fconomist Financ ial Report for: one year. 
All subscribers receive a binder. 


Subscription prices: 
E3 Worldwide (ex USA and Canada) £350; USA and Canada US$650 
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To MON in in today's business world, it's 
important to begin with a sound financial base. 
And that's where Daiwa Bank can help. 
We're the only city bank in Japan to combine 
banking and trust businesses. Which means we 
can offer you a fully integrated range of 
services. General Banking. International d 
Financing. Real Estate. Trust. And Pension Trust 
— where our share i is No. 1 in Japan. 
What's more, we're never very far when 
needed. Throughout Japan we're doing 
| | business out of more than 190 offices, with 
| headquarters i in Osaka and full activities in 































| Tokyo. Internationally you'll find our branches 
|. and representative offices in key cities a dd 
| the world. | 











|. Soifyoure interested | in building business, 
I^ : come to Daiwa Bank — 
E sa solid pi ace to start. 





ix ‘subsidiaries: Daiwa Bank pe acne, Ltd, Daiwa Finanz AG 
9 The Americas Branches: New York, Chicago. Agency: Los Angeles = 
| Representative Offices: Gri qn Vancouver, Panama City, Mexico City, Sao Pau 
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tative Jamas Dakota. Cheung Lumpur, Beijing, 
F “Shanghai Sydney, Bangkok | : 
| . - Subsidiaries: Daiwa Overseas Finance Lid, Daiwa BK Financial Futures: 


Singapore Pte. Lid, Daiwa Finance Australia Limited. ; 
Affliates: PT. Bank Perdania, PT. Daiwa Lippe: ne oa cao 

















































aem their other mains 
posits from the public 





ling, investment-trust-fund 
management, thé issuing of bank debentures and 
notes, and foreign-exchange dealing. 

"Any big financial institution would be able to 
apply for a licence. But banks, securities houses, life 
insurers or whomsoever would have to hold it 
through a subsidiary that is entirely separate from 
tream businesses such as taking de- 
c, retail stockbroking, writing 
life insurance or even selling postage stamps. These 











áreas would remain protected. The securities houses 


would not agree to let the commercial banks start to 
offer retail stockbroking services out of their bank 


Cee for example, because that would give the 


ks tremendous economies o iiu : 
^ One way the banks might split off their mer- 





: chant banks would be to have their overseas securi- 


ties’ subsidiaries hold the licence. Another possibil- 
ity would be for banks and brokers to apply through 


- joint ventures. However it is done, separate mer- 
«>. chant-banking entities would be a useful first step to 
the-éreation of bank holding companies (though - 
these. would need a change in the law to permit 

| them). But bank holding companies will be neces- 
 sary once Article 65 goes and universal banking is 





permit : ye greater concentration of the bank- 


“ing industry will in any case mean that more of what — 


were once segregated businesses are done. under the 
same roof. . "I 
Open access to ae mx markets vill have to 


. come sooner rather than later. The government will - 
need públic- and private-debt markets which will be 


capable of absorbing both itsown rising volume of 
new issues and refundings, as well as those of com- 
panies financing privatised infrastructure projects. 


_ These will range from new railway lines to telecom- 


munications oe A first step to expanded ac- 
cess will be to allow commercial banks to underwrite 
corporate bonds for private placement. © 

But broadening and Serpent poe capital mar- 
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^ pan's market fc 
se. da process of ae ae m ou ies. Took like Ameri 
between banks and securities houses. The commit- 
. tee suggests a new licence for a core group of busi- 
“nesses including corporate- and government-bond ^ 


underwriting and 
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f kes will be pointless unless Be is a matching im- — 










heir efficiency. That will require the 
syndication for issuing new government debt 
to be. replaced comple etely by an auction system. Ja- 
jd government issues will come to 


cient market for government debt. 

- It will also require that the range of companies 
T can come to the corporate capital markets be 
expanded. greatly and that issuing procedures be 
simplified. Companies will have to be able to raise 
capital more quickly and cheaply than at the mo- 
ment if they are not to be crowded out by govern- 
ment debt. This will force the Japanese to ease their 
existing rigorous issuing standards. The use of rat- 
ing agencies to price debt will become standard. 


"This trend is already becoming apparent. 


One effect of better domestic corporate-bond 
markets will be to repatriate much of Japanese com- 
panies' Euromarket borrowing. Something similar 


happened recently with the liberalisation of the a 


short-term money markets. This has repatriated the 
interbank market from Tokyo's own offshore-bank- 
ing market. | 

With both capital markets and the banking in- 
dustry becoming more efficient, the next point of 


. pressure will be to reduce the. distorting effects on 


the cost of equity caused by stringent listing require- 
ments at the Tokyo Stock. Exchange. If these are re- 
laxed so that more companies are listed, it will re- 
duce the shortage of equities, which has been one 
factor producing the high level of Japanese share 
prices. If this occurs at a time of rising interest rates, 
not unlikely in the 1990s, Tokyo share prices could 
fall sharply. That would probably coincide with a 
property crash. The ensuing turmoil in financial 
markets would inevitably speed up the restructuring 
of the banking and securities industries. 

1t might happen that none of these changes will 


| occur. The banking and securities industries could 
remain locked in a political stalemate. It has, after 
: all, taken more than ten years to achieve a relatively 


modest: reform. of the tax system. Capital markets 
could remain constrained. Interest rates could re- 
main low and financial markets free of traumatic up- 





sets, so there would be no shock: to jolt deregulation : 


forward. 5: 
However, the balance of pro al àgair 
inertia and in favour of a gathering p pace of change. 





The reasons are twofold and powerful. The eco - 


nomic and demographic currents in Japan are 
changing, and the financial system will have to 
change to deal with them. As a future capital-im- 
perting nation with a lot of old people to provide 
social benefits for, Japan will find that a financial 


_ system that is geared to managing huge capital out- 
flows simply becomes redundant. That will leave - 


Tokyo as an important leg of the triangular trading 
network in world markets—London and New York 
are the other two—without Japan or Japanese firms 
coming to dominate things. . 

„indeed, as this survey has. paiva out, the fi- 


nancial system is already starting to change in readi- ` 





ness for Japan's new economy. Many of those in- 
ved i kets have not caught on 
: he ivil servants who will pull the 


pen are not quite there. 













s, arguably the world's most efi- ` 
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To harmonize your finances in the midst of today's 
rapidly changing business environment, 
Fuji Bank offers its proven expertise 
in all aspects of financial management. | 

As the pre-eminent bank in world markets, 
Fuji will help keep your finances in perfect pitch. 


em FUJI BANK 


Tokyo, Japan 





Overseas Network | 
London, Manchester, Düsseldorf, Frankfurt, Munich, Zürich, Brussels, Luxembourg, Paris, Milan, Madrid, New York, Los Angeles, Chicago; 
Houston, Seattle, San Francisco, Atlanta, Miami, Toronto, Mexico City, Sào Paulo, Bahrain, Tehran, Seoul, Singapore, Hong Kong, Jakarta, 
Manila, Bangkok, Kuala Lumpur, Beijing, Shanghai, Dalian, Guangzhou, Shenzhen. sydney, Melbourne 

Heller Financial, Inc., Heller Overseas Corporation | 
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GLOBAL 





CONNECTIONS 








Yamaichi helps clients to maximize their 
financial potentials worldwide, with ^ 
everything from diversified investment to 
international debt and equity financing. 


As a fully integrated financial institution with broad international 
expertise, Yamaichi is providing customers worldwide with 

a one-stop source of financial services. From brokerage, portfolio 
advice and fund management to innovative corporate finance and 
M&A assistance. Ask us how global integration can make the 
best of vour world. 






my YAMAICHI SECURITIES 


Yamaichi Securities Co., Ltd.: 4-1, Yaesu 2-chome, Chuo-ku, Tokyo 104, Japan Tel: 03-276-3181 Telex: J22505 YAMAYORK 
London, Amsterdam, Frankfurt/Main, Paris, Zurich, Geneva, Lugano, Bahrain, Milano, Madrid, New York, Los Angeles, Chicago, 
San Francisco, Montreal, Toronto, Hong Kong, Singapore, Sydney. Melbourne, Seoul, Beijing, Shanghai 
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The legacy of Father Ryan 


NGLO-IRISH relations are in a rocky 
state. But just how rocky, and in what 
way? That depends on where you sit. Seen 
from London, Britain's valiant prime minis- 
ter has confounded her enemies. Awk- 
wardly, they think the same in Dublin about 
Mr Charles Haughey. Neither view bodes 
much good for Northern Ireland. 

In London the government is still bitter 
over first Belgian then Irish failure to extra- 
dite Father Patrick Ryan. This non-preach- 

me Irish priest, whom the British want to 
B... with terrorist offences, was flown by 
the Belgian government to Dublin two 
weeks ago. Privately, British ministers con- 
cede that the Belgians landed the Irish in a 
pickle by dumping Mr Ryan on them. They 
also admit that, of all the areas where co-op- 
eration between the two countries is essen- 
tial, it is extradition that causes the Irish 
government most political difficulty. 

This could usefully have been the Brit- 
ish line in public too. It was not. True, Mrs 
Thatcher on November 29th said she was 
"utterly dismayed" by the Belgian action, 
but only viewed Irish delay with “very grave 
concern”. But she was at other times equally 
rude to both. More trouble has come from 
those Tory backbenchers who have always 
opposed the three-year-old Anglo-Irish 
agreement. They have used the Ryan case to 
belittle the republic’s commitment to fight- 
ing the IRA. 

Fierce British comments could have 
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provoked more than annoyance in Dublin, 
when on December 6th the Irish parliament 
considered the republic’s 1987 extradition 
legislation. But a large majority voted to 
make it permanent. Under the law, the Irish 
attorney-general has to examine warrants to 
satisfy himself that the British authorities in- 
tend to prosecute—not just to interrogate— 
the person they want extradited, and have 
sufficient evidence. That is now happening 
with the warrants for Mr Ryan. Mr Haughey 
has said that comments of the kind made 
about the Ryan case at Westminster show 
the need for safeguards, but that he does not 
want procedures to obstruct extradition in 
legitimate cases. The Irish government says 
it will take into account suggestions the Brit- 
ish may have for improvements. 


One damn thing after another 

By mid-week the British government was 
trying to patch things up. Civil servants are 
starting the (now due) review of the Anglo- 
Irish agreement. Ministers are putting the 
message across that they are committed to it, 
and think it has led to gains in cross-border 
security. The Irish government is keen that 
the review should proceed calmly, for it has 
a substantial shopping-list. 

It is still sore about the British decision 
last January not to prosecute anyone in the 
wake of the Stalker-Sampson inquiry into 
police cover-ups after the 1982 killings by se- 
curity forces of six unarmed Catholics in 





j 
So has Haughey 





Northern Ireland. Even last year, survey evi- 
dence shows, two-fifths of Northern Irish 
Catholics lacked confidence in the fairness 
of courts in dealing with their community. 
The figure would be higher now, and higher 
still in the republic. The Irish government 
would like the present single-judge 
"Diplock" courts replaced by courts with 
three judges. 

The Irish are also watching Britain's 
new anti-terrorism bill, introduced on De- 
cember 6th. The bill, refining the Preven- 
tion of Terrorism Act first introduced after 
the IRA bombed Birmingham pubs in 1974, 
provides for the detention without charge 
for two days of those suspected of terrorist 
offences; but allows that to be extended to 
seven days on the certificate of a minister. 

The Act was always controversial, 
mainly because so few of those detained un- 
der it have ultimately been charged. In 1986, 
for example, 147 people were detained in 
Oreat Britain, but only 38 were charged; 
1,309 were detained in Northern Ireland, 
only 358 were charged. A week ago the Eu- 
ropean Court of Human Rights in Stras- 
bourg judged detention of seven days with- 
out any judicial oversight to be too long. 

Britain's home secretary, Mr Douglas 
Hurd, must respond to the judgment. He 
does not want to “derogate” from the Euro- 
pean convention on human rights, which 
would give the IRA a propaganda victory big- 
ger than the Ryan case has. But the Ulster 
police insist that they need the possibility of 
a seven-day detention period. Expect minis- 
ters to announce, after Christmas, that a se- 
cret judicial inquiry will be used after two 
days to examine any detention. 

Some relief for Mrs Thatcher came 
when the Labour party got into a mess on 
the bill. The Labour leadership's line was to 
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support a “reasoned amendment’’—which 
was bound to be lost—and then to abstain 
on the main vote. Many Mrs on the left, and 
some in the mainstream, thought this chick- 
enhearted, and 42 of them voted against. 
Two of Labour's junior front-bench spokes- 
men resigned their shadow portfolios. The 
government congratulated itself that La- 
bour, too, could not construct a coherent 
policy on terrorism and Ulster. 

In Ulster most Protestants continue to 
oppose the Anglo-Irish agreement. They say 
it has brought impertinent meddling from 
Dublin, without the promised reduction in 
violence. But no more than in London are 
they agreed on what positive and durable 
way forward they would prefer. Many Cath- 
olics say that, in the past few months, the 
security forces have become even tougher 
and less sensitive in their operations than 


before. 





Training 


A Slow revolution 


HE government has embarked on its 
fourth major attempt in five years to im- 
prove publicly financed vocational training 


in Britain. This time, with the slogan "pro- 
ducer-led bad, demand-led: good”, it has 


transferred management of its training pro- 
grammes from the Training Agency to local 
employers. In Scotland it will fuse these pro- 
grammes with those of the Scottish Devel- 
opment Agency to create a new organisation 
called Scottish Enterprise. No more cash is 
on offer than today's £2.5 billion a year; 
but, behind the white paper, are hints of 
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ATTENED by £50m a year of gov- 

ernment money between them, the 
British Tourist Authority and English 
Tourist Board would make a nice Christ- 
mas dinner for a quango-cutting minis- 
ter. That is just what Mr Norman Fowler 
may find on his plate. Curiously, it is his 
Department of Employment that over- 
sees them. He announced in July an in- 
ternal review of government involve- 
ment in tourism, and the result is due 
this month. 

The BTA (which promotes Britain 
abroad) and ETB (ditto England at home) 
will not go into the oven without a 
squawk. They have already provoked a 
debate in the Lords and questions in the 
Commons. They are now muttering 
fiercely to anyone who will listen about 





















valuable long-term changes. 

The heart of the proposals is the cre- 
ation of up to 100 "training and enterprise 
councils" to plan and deliver training. 
These will be led by employers; senior man- 
agers should make up about two-thirds of 
each council. Initially, they will take over the 
work now done by the Training Agency's 57 
local offices. They will be helped into being 
by a National Training Task Force, a substi- 
tute Manpower Services Commission with a 
limited life. It will be shorn of people sent to 
represent anyone other than themselves; for 
example, from the TUC. 

Mr Fowler has passed the first of some 
demanding tests. He is prepared to let the 
new system evolve over several years in re- 
sponse to local initiatives rather than be cre- 
ated overnight. He has persuaded the Trea- 
sury to let the new training councils control 
the large sums of public money involved— 
£15m-50m per council. But watch out for 
their formal launch in February to see how 
well other vital issues have been resolved: 
the performance measures to be used, and 
how training is linked to education. 

The councils owe a debt to America's 
private industry councils (PiCs), created by 
its Job Training Partnership Act of 1982. 
But that example has not been followed 
strictly. America, too, wanted to move 
power from central government, but gave it 
to partnerships between local governments 



















the "clandestine" review. Its terms of ref- 
erence—they complain—they have not 
been told of and its report will not be 
shown to them before it goes to Mr 
Fowler, if then. The evidence—they sus- 
pect—will be mainly anecdotal. The 
views of other interested Whitehall de- 
partments such as the Foreign Office— 
they say, though ministers deny it—are 
not being taken into account. And the 
reviewers, civil servants plus outside con- 
sultants, are bright and young but not— 
they reckon—very, very wise. 

From all of which you might conclude 
that the two bodies are indeed overdue 
for the sage and onion. They probably 
aren't. Maybe Whitehall should contrib- 
ute less than today's £36m, and the in- 
dustry or their own commercial activities 
more, to their combined £58m a year of 
promotional and other spending. But 
the further £13m of government money 
that the ETB passes on annually to the in- 
dustry in capital grants seems to be 
chickenfeed that is rather well spent, cer- | 
tainly by comparison with aid to farms or 
factories. 

Pluck a few feathers maybe, trim oth- 


ET 


and the private sector, albeit dominated by 
the latter. Britain's white paper barely men- 
tions local government. 

American businessmen enjoy working 
on PICs. They like the challenge of having 
targets to aim at, meeting obvious needs, 
getting things done. But some American 
councils have found they need large staffs. 
Britain's may need more still if they are to 
study local labour markets in enough detail 
to plan the way out of future skill shortage 
The 5,000 staff now in the Training Agen 
cy's area offices will be seconded to the new 
councils, but they won't be enough. 

The key to success will be to get enough 
senior managers involved. Most companies 
say vaguely that training matters, but British 
businessmen are still less keen about acting 
for the wider good than Mrs Thatcher 
would like them to be. Medium and small 
firms feel they have better things to do. 
Large ones show more readiness (or fat?) to 
bear public burdens. Ministers say they will 
not try to press-gang employers, but will 
wait—presumably with some decorations 
for public service in their pockets—for 
them. 

What the government hopes is that 
once employers "own" the training pro- 
grammes, they will be happy to pay for 
them. Awkwardly, most programmes today 
are designed largely to cut unemployment, 
not improve training. Employers are un- 






ers, but don't wring necks? 
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WHATEVER YOUR CURRENCY, 
WELL MAKE IT GROW 


At Barclays we realise that not all our customers 






want to bold their capital in sterling. 

We also believe that our customers shouldn't 
have to pay substantial fees, before thetr money starts 
earning interest, 

Thats’ why we feel our Currency Deposit 
Account could be for you. 

It's based in Guernsey and the account allows 
you to deposit capital in any of ten major currencies 
without first baving (0 convert your investment into 
sterling. 


c 
We won't charge you to operate the r 


account or, should you wish to, convert 











money from one currency to another. 
Your capital will earn a competitive 3 
rate of interest paid. gross and the account 7 
and book keeping is domiciled in Guernsey. f 
We'll also allocate you a personal dealer to 4 
look after your account, 1 
So if you want to see your money blossom * 
fill out the coupon below and we'll send you N 
more details, » 
If you would like further information on this service, X 






and current rates of interest, please complete this coupon Company (Guernsey) 


Limited has its principal 





and return to Peter Griffiths, Manager, Barclays Finane 
Company (Guernsey) Limited, Dept, EP 12, PO Box place of business in 
No, 269, Cambria House, New Street, St. Peter Port, St. Peter Port, Guernsey. 
Guernsey, Channel Islands. Deposits made with offices ¥ 


of Barclays Finance Company 














Nan — 
siad (Guernsey) Limited, in Guernsey, are not covered by the aye 
Adare Deposit Protection Scheme under the Banking Act 1987. 
The paid-up capital and reserves of Barclays . 
2 i i ; 
Posteade Finance Company (Guernsey) Limited exceed £13.5 ks 
: T i / 
Signature million. Latest audited accounts available on ; 





request from tbe Managing Director, 


Date EJ BARCLAYS Mr. Willie Allan. v ; 
GUERNSEY FINANCE COMPANY 


DEPOSITS CAN BE MADE IN THE FOLLOW ING CURRENCIES: US DOLLAR, CANADIAN DOLLAR. NEW ZEALAND DOLLAR. DEUTSCHEMARKK. 
FRENCH FRANC, SWISS FRANC. STERLING. AUSTRALIAN DOLLAR. ECU. YEN 
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| Trafalgar House. This year were in 
3 better shape than ever. 


The results for the year to September 1988 
represent a return to growth in earnings per 
share and lead to increasing confidence within — Py ji 
the operating divisions. Turnover increased to ; 
£2,676 million in 1988 compared with £2,368 
million in 1987, reflecting increased activity in 
Property and Shipping. 

Property and Investment had an out- 
standing year and is well placed for further 
expansion. Trafalgar House Developments and 
Ideal Homes are firmly established as major 
participants in the U.K. market. Progress is 
being made in expanding our property activi- 
ties in the U.S.A. and Europe. The temporary 
increase in sterling interest rates is unlikely to 
impact on the fundamental demand for prime 
commercial and residential property. 

For Construction and Engineering, it 
was a year of consolidation. Lack of inter- 
national construction orders was offset by 
improvement in the U.K. market and excel- 
lent results from John Brown's worldwide 
business. 

Shipping and Hotels saw the return to a 
full year’s operation by the QE2 and the con- 
tinued expansion of our 5 star leisure activities. 
The first stage of the Cunard Ellerman ration- 
alisation plan for Cargo Shipping was 
implemented. 

Despite a difficult year, Oil and Gas 
marginally increased its operating profit. 


1988 Results £m Increase 


Property and 
Investment 149.1 41% 


Construction 
and Engineering 53.5 1% 


Shipping and Hotels 46.5 

























































































t t 
^ 


Oil and Gas 69 
Operating Profit 256.0 
Profit before Tax 2291 
Ordinary D'vidend 160p 
Earnings per share 36.6p 
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The 1988 Report and Accounts will be posted 
to shareholders on 15th December 1988, 
Copies may be obtained from the Secretary, 
| Berkeley St, London WIA IBY. 
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likely to feel much ownership of schemes 
that merely help people off the dole. 

So the next big challenge, if the govern- 
ment is serious about training, is to extend 
its existing programmes to those who are 
not unemployed. Mr Fowler still seems un- 
certain whether the Youth Training 
Scheme, now training a record 436,000 
young people, should wither as youth unem- 
ployment does. Enthusiasts want it to be ex- 
panded into a serious attempt to provide the 
kind and quality of widespread training that 
some of Britain's continental rivals offer. 
That is the decision that really matters. 





Food poisoning 


Chicken and egg 


N IBSEN's play "An Enemy of the Peo- 
ple", the citizens of a spa town slap that 
bel on the hero for publicising the health 
dangers of its waters. Britain's egg-farmers 
have reacted in much the same way to Mrs 
Edwina Currie's weekend claim that most 
British eggs are infected with salmonella 
bacteria. The junior health minister may 
have exaggerated. But would any other busi- 
ness respond not by promising to improve 
its health record but by threatening writs 
and claiming that a consumer is more at risk 
from a meteorite than an infected egg. 
Both farmers and the food industry 
have a long history of ignoring and belittling 
allegations of health risks that later proved 
to be justified. Experts have known for some 
time that salmonella infects chickens, so 
that there was a risk of it in eggs too 
(though, true to the fable, nobody now 
knows which comes first). American health 
authorities issued warnings and guidance on 
egg cookery some months ago. Ireland and 
Denmark have begun slaughtering hens. 
| In Britain it has taken 46 known salmo- 
tella outbreaks, which have poisoned 1,000 
people, to get the agriculture ministry to is- 
sue even a voluntary code of practice to 


How could anything be wrong with us? 
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Heard the one 





SCENE: The House of Commons 
ENTER MAN: (Overweight, loud check 
suit, kipper tie, cheap cigar, etc.) 
| THE SECRETARY OF STATE FOR HEALTH 
(for it is he): “I sav, I say, I sav, what do 
you call a shrieking Liverpudlian house- 
wite who says that half Britain's eggs are 
| poisoned. Cracked! I don't wish to know 
| that, kindly leave the stage, etc." 

Mr Kenneth Clarke gets more like 
Max Miller every time he appears in par- 
liament. Being a chummy cove—keen on 
football, listens to jazz, likes a pint—but 
also clever, he can get away with it. 

Both his junior ministers, Mrs Ed- 
wina Currie and Mr David Mellor, are 
jokers, too—but not in quite the same 
winning way. Mrs Currie's blithe de- 
nunciation of most of Britain's egg pro- 
duction came after earlier advice to pen- 
sioners to survive the winter by knitting 
woollen hats, rude words about the 
northern diet, and an admission that she 
likes Janet Reger underwear. Mr Mellor, 

| when at the Foreign Office, enjoved 
| dressing up in flak-jackets and lecturing 





poultry keepers. The men at Ag and Fish are 
furious with Mrs Currie for endangering 
“their” industry, already hit by prices that 
were recently at a ten-year-low. They are not 
considering the possibility of slaughtering 
chickens, despite the success such a policy 
has brought against both tuberculosis and 
brucellosis in cattle. 

The sad truth is that food poisoning has 
been rising for many years in all rich coun- 
tries—and that today’s factory farming may 
be partly to blame. Visible standards of hy- 
giene are usually good: battery eggs are pro- 
duced in a much cleaner environment than 
free-range ones. But bacterial infections are 
invisible, and not much is done to monitor 
them. Environmental-health officers 








about the curried eggs? 
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Israeli soldiers. 

Both are widely loathed at Westmin- 
ster: Mr Mellor because he seems a creep 
who would like to be a bully, Mrs Currie 
because (northern, meritocratic, brassy, 
Jewish) she gets up the nose of the 
knight-of-the-shire Tories. The squires 



























were doing their best to bury her this 
week. Friends say both ministers are 
hard-working; but Mrs Thatcher might 
wonder why she put all her government's 
comedians in the same department. 














reckon, surprisingly, that the danger of bac- _ 
terial cross-contamination is higher with - 
modern methods of food production, pro- 
cessing, storage and shelf-display than with 
traditional ways of producing food. And - 
when something goes wrong, its effects — 
spread wider and faster than they did when | 
all food was produced locally. 

Two ideas for cutting health risks (ex- 
cept that of apoplexy in the farm ministry): _ 
make all food businesses register with local _ 
authorities for regular inspection; get (and 
hire enough of) environmental-health offi- _ 
cers to visit farms, responsible for more pois — 
soning than restaurant kitchens that are— __ 
occasionally—so inspected. 1 
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Racing xs 


Better bets 


REEDY bookmakers are doing too lit- 

tle to help the racing industry that cre- 
ates their livelihood. So says the Horserace 
Betting Levy Board, which wants to main- 
tain its betting levy at 0.8896 of betting turn- _ 
over. The bookies want a cut to 0.8296. On 
the other side, the Jockey Club (an aristo- 
cratic organisation formed in 1750 to over- 
see British racing and breeding) reckons the 
levy's current level is far too low. The state- 
owned version of the bookies, the totalisa- — 
tor board, pays the equivalent of 2% of its 
turnover to the industry. Next week the 
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Jockey Club will propose to the Home Of- 
fice a substantial increase in the bookies’ 
-  Offcourse betting in high-street shops 
was legalised in Britain only in 1961. To 
compensate for the resultant decline in race- 
course attendances, the government de- 
‘cided to channel a percentage of the pick- 
ings back into racing. There are now about 
- 10,000 betting shops in Britain, led by the 
"big four"—Ladbrokes, William Hill, 
- Mecca and Coral. The levy is fixed every 
year by agreement between the Levy Board 
and the Bookmakers Committee, which 
- speaks for the betting industry. The levy has 
fluctuated, though it has stayed at 0.88% 
since 1986. If no agreement can be reached, 
- the Home Office arbitrates. 

— The bookies argue that, since television 
screens in betting shops were legalised in 
1986, higher turnover has meant too high a 


yield from the levy. Nonsense, said Mr An- 





















& 
What odds on the levy? 


thony Budge, proud owner of the winner of 
. the Gimcrack Stakes, at a dinner in York 
this week. The racing division of one leisure 
company alone chalked up £62m of profit 
- fast year. The betting levy yields only £32m a 
- year in total. Most owners have always run 
their horses at a loss, but only sheikhs (who 
fortunately like British racing) can afford 
losses on the present scale. 
If extra cash could be milked from the 
~ bookies, some of it would be used to im- 
- prove facilities on Britain's 60-odd elderly 
= racecourses. It would also increase prize- 
— money. Horses can still race for a first prize 
- of less than £1,000. Some former trainers, 
— like Mr John Winter and Mr Nick Vigors, 
. say they have given up because the prizes are 
. so small. 
e —]Á—Ó ee 
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Back to picking 
winners 


S PATERNALISM back in fashion at the 

Department of Trade and Industry (pT1)? 
In its latest step towards deregulating tele- 
communications, the government faced a 
choice: rig a new market to try to ensure its 
success, or give competition its head, with 
all the short-term costs and long-term bene- 
fits that that would bring. It has chosen rig- 
ging, not least to try to see that the new ser- 
vice brings export orders. Devious stuff, this 
post-picking-the-winners industrial policy. 

The market is that for a new service 
called telepoint. Users will buy portable tele- 
phones that send low-power radio signals to 
receivers up to 200 yards away. After the 
success of cellular radio, this is expected to 
be another money-spinner. The equipment 
will cost much less than for cellular radio, 
and the waveband's ability to carry many 
simultaneous calls means that up to 200 
times more yuppies will be able to call their 
offices from any given traffic jam than with 
cellular radio. Call charges should be little 
more than for olde-worlde payphones. 

Eleven groups are vying for the two to 
four operator’s licences that the DTI plans to 
issue. Applying for a licence has already hurt 
Ferranti, which pioneered the idea and the 
technology: 

@ First the European Commission put on an 
armlock by delaymg approval of a technical 
standard: other countries objected that Brit- 
ain had ratted on a deal to create a new, 
more advanced pan-European standard. 

e Then Britain's Office of Telecommunica- 
tions (OFTEL) added further delay by asking 
all the companies working on telepoint to 
devise a standard allowing their telephones 
to communicate with those made by other 
firms. That will let users quit one service and 
join another without having to buy a new 
machine; a sensible step, but it delayed 
Ferranti—and equipment for this standard 
still will not be ready for another two years. 
e And then the DTI decided to hold a beauty 
contest among potential operators, rather 
than license Ferranti, and others close on its 
heels, straight off. | 

Licences to operate telepoint are re- 
quired under telecommunications law. But 
they need only focus on essentials: a com- 
mon standard for signals, non-interfering 
equipment, co-operation between rivals 
when they site their receivers close to each 
other. If these conditions are met, there is 
no technical reason to limit the number of 
licences. 

The main reason for keeping that num- 
ber small is to make sure the new service suc- 
ceeds: the winners will get the confidence to 
invest adequately, and punters to sign up. 
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Ministers have some reason to fear too 
much competition: subscribers who have 
paid £100-200 for a telephone connecting to 
a system that flops would blame them for 
having licensed it. But that fear should die 
once the common standard is in use. White- 
hall also does not fancy supervising inter- 
company agreements that allow users of one 
system to use another: there could be ump- 
teen of chem. 

So it is back to picking winners. The DTI 
will presumably be looking at the compe- 
tence, commitment and commercial acumen 
of the applicants. Proven track records in 
telecommunications will count heavily: con- 
sortia created for the competition without 
such records may be handicapped, though 
they could well deliver a better service 
quicker than the one they love to hate— 
British Telecom—of which, by the way, the 
state still owns 49%. 


Crime * 
Mixed swag 





HE most inefficient criminals in Britain 

are shoplifters. Last year they took an 
average of only £53 a haul—not counting 
thefts so petty as to go unnoticed or unre- 
ported. In contrast, thefts from vehicles 
typically yielded £197, house burglaries 
£723; and thefts from firms by employees 
netted £1,099. 

Any experienced fraudster makes such 
petty crooks look undestructive. Average 
revenue from frauds may run into five fig- 
ures, but the industry is so well-managed 
that most of its activity goes unnoticed. The 
best estimate is that in 1985, when there 
were 135,000 recorded fraud cases, takings 
totalled £2.2 billion. In the same year 2.7m 
recorded cases of theft, burglary and rob- 
bery yielded just £1.1 billion. The most hos 
crative of all is the tax-dodging business, 
whose directors are so coy about their per- 
formance that the Treasury has to guess that 
it loses £5 billion a year through fraud. 

A new report from a Home Office work- 
ing group* has tried for the first time to 
measure the costs of crime. It warns against 
reading too much into the absolute financial 
cost to victims: stealing £50 from a pen- 
sioner (mugged or unmugged) undoubtedly 
causes more direct suffering than taking 
£500 from a supermarket. A big bank told 
the working group that a loss of over £7m 
from crime was "not a major problem”. 
Companies tend to be concerned about the 
cost of crime only when it affects their com- 
petitive edge: if everybody in an industry is 
affected, losses and spending on security are 


*'"The Costs of Crime", Crime pie Unit, free 
from Room 583A, Home Office, 50 Queen Anne's Gate, 
London SWIH 9AT 
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d and Wales has 
ine for each set 
or offices) and 
800 juniors. 
They fix chang 
with court offi 
solicitors over t 
especially, fees. 
power is a hidde 
which barrister 


"dates or timing 
negotiate with 


iey often decide 
ld get a brief in their 


chambers. Th is make or break a 
young barrister’ : 
The clerks-—lik: lockers. and printers 


self-perpetuating  sócial ‘group: white, 
lower middle-class men, many of whose 
fathers or uncles have been in the same 
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arristers' diaries. - 


barristers’ work and, . 
biggest source of | 


in the past—tend to be drawn from one ~ 





trade. Few have any post-school qualifica- 
tions, let alone management training— 


although their association now puts train- - 


ing on offer, including a two-year further- 


education course. Not that there can be 


much complaint about their efficiency: 
they keep administrative costs low. 


Barristers resent the clerks’ power 


and restrictive practices (quite distinct. 


from the Bar’s own, m'lud)..For example, 
a barrister cannot practise without a clerk. 
But what is most resented is their money. 
Tradition gives a clerk a percentage of his 


barristers’ fees—which in extreme cases - 


can mean the clerk picks up more than 



















£1 00, 000 a year. 

Some of this is changing. Some new si 
nior clerks are accepting lower salaries 
stead of fee percentages, but old one 
don't. Do not blame the clerks . They ar 
merely defending their privileges. T 
blame lies with barristers, readier to grum 
ble about the system than to incur thei 
own clerk's wrath by altering it. 

More change will come. One reason i 
computers. The slow spread of informa 
tion technology through the English lega 
system will transform diary-keeping an 
court-case listing, and eventually catch u 
with lawyers' own working practices. Th 
second reason is more immediate. T 
Bar is itself under threat from a gove 
ment determined to introduce compe 
tition into white-collar trades. A green 
per on the legal profession is expect 
soon. If barristers had to compete : 
business with solicitors and other adv 
ers, they would also have to employ r 
business managers to develop their prac 
tices. Some think that the best way te 
ward off enforced change might be & 
break with the clerking system now. Do- 
dos always find in the end that their day 
are numbered. : 
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| viewed as normal operating costs. 

The biggest costs of crime are not the 
losses to its victims (the Treasury apart) but 
"the price of trying to prevent it and to catch 
and punish criminals. POE S 6 billion is 





spent annually on private security; £700m 
on prisons; another £700m on the courts 


and legal aid for criminals; and a huge £3.5 
billion on the police. The low destructivity 
of a petty thief is quickly reversed by a few 


the value subtracted as a re- 
sult of his work mounts by 
the cost—£1,000 a fort 
night—of keeping him there. 
Fhe working group’s re- 
port was launched at the 
Home Office’s annual con- 
ference on crime prevention. 
Willits findings make any dif- 
ference in the crime-fighters’ 
priorities? In broad. policy 
terms, probably not. Judges 
already know that prison is 
expensive, but send criminals 
there if they think the fellow 
deserves it. Policemen are 
well aware that fraud is more 
lucrative than burglary, but 
cannot stop investigating 
break-ins as a result. But at 
the day-to-day level it might 
be as useful for policemen, 
judges and the public to 
know about the various costs 
of crime as for an office- 
worker to know the cost of 
stationery, postage or a peak- 
rate telephone call. 
Northumbria Police have 
therefore tried to itemise the 





months in the slammer, as 


Greenmail 

















basic costs associated with various type 
crime. As the table shows, some mo 
might be saved if the public could be p 
suaded not to use the emergency “999” a 
vice except where strictly necessary: it c 
£1.88 in administration just to receive su 
a call. The potential economies from mo 
sensible deployment of policemen are mui 
greater. It is good that at least one 
force is starting to think in detail l about 
cost tofi its work. x: 


LPS err een 


Town and country planning ; 


HE developers’ scheme is not hort 
dous. They want—and have got j 
sion—to put a golf course, a counti 
and a hotel on their 180 acres of farm 
But they also want to put. 30 upmar 
houses in the centre of a wood. This. 
been refused. Without it, Leading Le 
ac told the public inquiry into their. app 
the scheme is uneconomic. And the site 
beyond the edge of town, he warned, is 
nerable" to development: : 
What local people have now is an opportu 
at very small cost—30 houses—to settle in pe 
petuity the green site of this valley. . . . Shoul 
this whole development be prejudiced beca 
of the local authority’s aversion to hou 
the countryside? : 


In plain English: the local district. | 
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Y ‘say (as it did) that the houses would 
rive a coach and four" through its. plan- 
ig policies—vyet if this scheme is turned 
n, one day you will get something worse. 

Over much of southern England these 
you can hear arguments like this. Only 
y miles from that scheme near Winches- 
a much larger one has been accepted by 
leigh council. Only a few strategic green 
les separate that ugly town from South- 

ton. On a 200-acre site within these few 
, a developer wants to plant Hamp- 
it's new county-cricket ground, appro- 
te parking space, a hotel, tennis and fit- 
- centre, golf course—oh yes, and 
diand, and meadows (prettier, it is ar- 
| than today s ploughed fields, but also 
occasional" 
any buttercups or nesting larks). 

he villagers nearby say the scheme will 
heir environment. The county coun- 
it as the thick end of a JCB slammed 
he precious strategic gap. Yet one rea- 
-got the local go-ahead was the vigor- 
gument of its backers—especially after 




















ot destroy the greenery but in fact 
tects it: heaven knows what might other- 
ne day be allowed on the site. 


ne county. There are many more. All de- 
nd on the ultimate power: end increas- 
g readiness—of Whitehall to overrule lo- 
cal councils on appeal. Some developers will 
not need to go that far. Some will lose even 
they do. But all have the same simple logic. 

ie land. at issue is "under pressure"; “ine 
e" or "almost irresistible" pressure are 
adjectives that councillors tend to add. 

pt our scheme, say the developers, or 
l appeal end even if we lose in White- 
somebody else will come along. You 
"t afford to fight everybody, and even if 
| try one day you will lose. So take the 
f loaf while it is on offer. 

Why s This, after all, is the lan- 
tage of politics: demand, refusal, compro- 
ise. So it is. But it is also the language of 
anegeld. Surrender to one developer, and, 

Winchester council argued, umpteen oth- 

will turn up later with similar demands. 

d after one or two successful appeals 
incils may not dare to refuse, for fear of 
ng stung, as they now can be, for: a | devel- 

per s appeal costs. 

The new greenmail is not yet as wide- 
pread, id as widely applicable, as the old, 

miliar ploy of "planning gain” (a form of 
ollective bribery in which a council accepts 
me half-suitable scheme provided it in- 
des some useful item—a community cen- 
„small workshops, housing for pension- 
rs, extra landscaping—that the .council 
nese days cannot afford itself). Both devices 
re within the law. Neither is a sensible way 
of deciding what Britain's towns or country- 

side should | look tke for generations ahead. 
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Electricity privatisation — 


Saving grace 


YELLING Britain's electricity industry in 

1990-91 is one thing; convincing the 
public that nuclear power should be part of 
the deal is another. Nuclear power has a his- 
tory of construction delays, cost overruns 
and therefore shaky economics. No investor 
wants to buy that history, and then find he 
has to pay for safety risks as well. 

National Power is at the heart of the 
government's difficulties. It is the bigger of 
the two giants that will inherit 
the assets of the Central Elec- 
tricity Generating Board and 
will get the CEGB's 11 nuclear . 
stations in England and Wales. 
To sweeten the sale, the gov- 
ernment says taxpayers will 
chip in £2.5 billion (and maybe 
more) towards nuclear de- 
commissioning, fuel-reprocess- 
ing and fuel-disposal costs after 
the sale. Because nuclear 
power is the costliest to gener- 
ate, consumers will also pay 
what amounts to a "nuclear 
tax" each time they boil 


The government thinks 
nuclear power should in future 
supply about a fifth of Britain's 
electricity. The country now 
has about 55 gigawatts of gen- 
erating capacity. T he CEGB esti- 
mates—probably ^  overesti- 
mates—that 15 Gw of new or 
replacement capacity will be 
needed by 2000. The four new 
pressurised-water nuclear sta- 
tions which it plans (plans 
which National Power will take 
over) might account for up toa - 
third of that. Big coal stations 
will supply most of the rest, 
with a little coming from 15-20 
private generating schemes 
now in embryo. 

The government is push- 
ing two arguments for nuclear 
power. One is diversity of sup- 
ply. Four-fifths. of Britain's | 

electricity comes from coal: only pum 
power, it is suggested, can secure the nation 
against men like Mr Arthur Scargill. The 
second springs from Mrs Thatcher's conver- 
sion to “greenery”: unlike coal-fired sta- 
tions, nuclear ones do not cause acid rain, 
contribute to the "greenhouse" effect or de- 
plete the ozone layer. Neither argument 
proves nuclear power the only answer. 


* "Strategic pem for Secs of Supply” . By EM. 


Penman. Published by The Power Trust, pecmpton 


Ralph, Taunton. 











Coal is not the world's only fossil fuel, 
nor British coal the only coal, nor Mr 
Scargill’s lemmings Britain's ‘only miners. 
Britain has pollution because 94% of its pri- 
ae needs are met by fossil fuels. 
The cleanest way ahead is to burn them 
more efficiently, and to use the resultant 
power more sparingly. 

A new report? argues that existing en- - 
ergy-saving technology could cut Britain’s 
generating needs by 6.5-12.5 gigawatts by 
2000. This technology ranges from modern 
lighting and industrial motors, down to 
humble things like loft insulation. Add in a 
realistic number of combined heat-and- 
power (CHP) schemes, which 
use waste heat from power gen- 
eration to warm buildings, and 
(even on government esti- 
mates) up to 10 gigawatts more. 
of new generating capacity 
could be saved. cHP is also only 
half as polluting as convenze 
tional generation. 

Energy efficiency is cheap, 
too. The capital needed for 
each extra kilowatt of nuclear 
capacity is around £1,300. 
That is 6-12 times the cost of 
saving that same kilowatt. En- 
ergy-saving investments typi- 
cally pay for themselves within 
four years at most, within four 
months if you are lucky. At the 
596 rate of return demanded of 
a new power station, payback 
takes 14 years. 

The government itself pro- 
claims that £8 billion of the na- 
tion's annual £38 billion en- 
ergy bill could be saved 
through greater efficiency. But 
it is not keen on subsidising us- 
ers into doing what self-inter- 
est should make them do any- 
way. lt is now "targeting" K. 
fuel-saving promotional ef 
forts—ie, cutting them back. 

Will the suppliers of elec- 

tricity also see the merits of en- 
ergy efficiency? Today's state 
bosses see it rather as a 
threat—and, at the start, they 
will be the men in charge after 
privatisation as before. They 
should look abroad. About half of Ameri- 
ca's electricity-users can get finance or re- 
bates from suppliers for investments that 
cut consumption. In Norway the Oslo 
power company runs a similar scheme, 
aimed at reducing consumption by 15% be- 
tween 1980 and 2000. Rather than spend on 
new power stations, generating companies 
might make a faster buck selling energy-sav- 
ing schemes to consumers. And a less risky 
one: if others sell them anyway, the new ca- 
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| dani: ke insurance 
ý company, Union des A 
F ances de Paris, wants to 
launch its own credit card to 
compete with local banks. 





On the market 





| Prices on the Danish stock- 
*' market soared on, reaching a 
record high. The Tokyo stock- 
market's Nikkei index passed 


- 30,000 for the first time. 


- The world's stockmarkets ab- 
|. sorbed two big equity issues: 
hares in Mitsubishi Motors 
in Japan jumped to a 7096 pre- 
mium; British Steel's 
privatisation was three times 
| subscribed, but the shares 
'| opened at around the issue 
(p price. 







| Four big American firms— 
American Express, Pfizer, 
| Dow Chemical and Sara | 
Lee—applied to convert a to- 
tal of $5 billion-worth of 


iares into "unbundled stock 
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units —a complicated secu- 
rity which tastes like equity 
and taxes tike debt. 


People and purchases 


Edwina Currie, Britain's "let- 
them-knit-socks” junior 
health minister, backed City 
Drinksense, a campaign to 
persuade square-milers that 
the bottle is not the answer. - 
Britain's poultry industry is 
still squawking following her 
assertion that most British | 
eggs contain salmonella. 


Cary Maultasch, Drexel 


Burnham's senior equity | ; 
i 


trader, agreed to testify for the 
government in its insider-trad- 
ing case against the Wall 
Street investment bank. 


Berthold Beitz will step 
down next June as head of 
Krupp's supervisory board. _ 
The beleagured Mr Beitz will, 
however, remain chairman of 
the Krupp foundation, which 
owns 75% of the company. 


Framatone, an acquisitive 
French construction and elec- 
tronics group, paid $325m to 
buy Burndy, an American 
electronics firm. 


Britain's ri Group's Ti Silenc- 
ers, a car-silencer business, has 
been snapped up by Arvin 
Industries, an American car- 
parts firm, for $204m. 


Commodities 


At the General Agreement - 
on Tariffs and Trade meet- 
ing in Montreal trade minis- 







The International Thom- 


money into its publishing and 


- Laws and flaws 


Long Island Lighting Com- 


Placements du Quebec, the 
Which owns 3% of C anada’ J 
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ters agreed to ease barriers on 
tropical products, such as cof- 
fee, spices and fruit, from 
third-world countries. But Eu- 
rope and America failed to 
reach any agreement on agri- 
cultural trade reform. 





The prices of gold. helped by 
higher oil prices, and plati- 
mum, spurred by continuing 

industrial demand, have en- 
joyed a renaissance. 


son Organisation wants to 
sell its North Sea oil and gas 
interests (worth around 


$400m). It will plough the 


travel businesses. 


Suffolk county may sue the. 


pany for around $4 billion 
over false projections about 
the completion date of its still- 
born Shoreham nuclear power 
station, close to New York _ 
city. 


Inco s $1 billion "poison pill" 
plan to change shareholders' 
rights has now been chal- 
lenged by Caisse de Depóts et 


provincial pension fund, 
nickel giant. 
_ The Washington-based Inter- 


American Development Bank 
declared Peru ineligible for 


not own for $270m was re 





- chemicals firm said the Itali 


: favourite, rekoni that Ashei 


said that it plans legislation to 
reduce the disclosure thresh- 


Britain's General Electric 
months to September. That 


billion bid with Siemens for . 


Royal Bank of Canada re- 
| ported profits of C$712.3m. 





further loans; the country is. 
six months in arrears. 












Montedison 5 offer to buy 
the 2796 of Ausimont it does 
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conglomerate’s bid was too 
small. 











































Storehouse, a perennial bíd 


Edelman, an American: 
raider, has built up an undi 

closed 4.9% stake in the Bri 
ish retail group. In a separat 
move the British governmen 


ald from 5% to 3%. 
Bottom lines 


Company reported a 10% in 
crease in pre-tax profits to 
£31 3m ($554m) for the six 


should aid GEC's joint £1.7 


Plessey, another British electr 
cal firm, now cleared by Brit- 
ain's Office of Tele- 


communications, | 


($570m) for the vear ending 
October. Last year, because: 
third-world debt : provision | 
lost C$287m. This year’s be 
ter results also reflect higher 
securities commissions from 
Dominion Securities, which 
RBC acquired in March. 






Hanson saw its cu on 
rise to £880m ($1.6 billion). 

The British conglomerate is 
cash-rich but coy about its. 
next target. 





















THE YEAR IN BRIEF _ E 
so s | 1988 e 1987 
Turnover $2,088m — $1,701m 































Profit before tax | &120.im $92.0m 
Attributable profit —  $70.2m $527 


Fully diluted 
earnings per share . 88.6p 71.5p 


Neil Shaw _ Dividends per share = 29.p 260p 


Chairman & Ch 





ef Executive TEES NE uu E 
Dividend cover 393. times 29times .. 





Preliminary announe cement of results for the period | 
ended Ist October 1988 


B Tumoverup | -- Me, 23% 
" Profits up | o o 31% 
BEPSup 24% 
M. 





D : » Share split —4 for d Copies of the Annual Report for the period ended 

uite ase ce dst October 1988 will be mailed to shareholders shortly and- 
will be available from — | | 
.CP McFie, Secretary Dept. E RA, T 
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Europe's defence companies 
join the modern world 


PARIS 


OW long can Western Europe afford 
four defence-airframe makers: British 
Aerospace, Aérospatiale and Dassault- 
Breguet of France, and West Germany's 
Messerschmitt-Bélkow-Blohm (map)? Can 
the continent really afford so many firms 
roducing military electronics: half a dozen 
^ Britain alone, two in West Germany, be- 
sides France's Thomson, not to mention 
challengers in Italy and Spain? 

In the overcrowded $50 billion-plus 
arms industry it might seem logical for de- 
fence companies to merge. Yet while Eu- 
rope's merchants of death have been build- 
ing weapons together since shortly after 
peace broke out in 1945, they have been shy 
of cross-border mergers. So when the two 
biggest military contractors— I homson-csr 
of France (1987 turnover $6.7 billion) and 
British Aerospace ($6 billion)—were 
rumoured to be talking about merging some 
defence divisions, it seemed that an old ta- 
boo might be crumbling. 

In fact, the bosses of Thomson and Brit- 
ish Aerospace, Mr Alain Gomez and Sir 
Raymond Lygo, began talks last spring with 
a narrower ambition: more regular joint 
work on particular sorts of weaponry, prob- 
ably by bidding as a pair for government 
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contracts. Thomson is also talking with Brit- 
ain's Ferranti about shared work on radar 
for the "European Fighter Aircraft”. 

These ideas are themselves relatively 
novel. Up to now industrial defence co-op- 
eration in Europe has tended to be govern- 
ment-driven. A group of European govern- 
ments would agree to build a weapon 
together. Their teamed industrial champi- 
ons would then struggle to meet the conflict- 
ing demands of different national procure- 
ment departments, with predictably long 
delays and cost over-runs. 

Such weapons that actually entered pro- 
duction—the Jaguar and Tornado aircraft, 
the Milan missile—were probably dearer 
than they need have been. In theory, unit 
costs should fall sharply when two or three 
big countries collaborate. In fact, as smaller 
partners join, they drop more and more 
slowly. For, though partners share the fixed 
costs, the newcomers buy in quantities too 
small to cut variable costs deeply. 

Military co-operation is now becoming 
more commercial. The new approach is for 
companies from different countries to bid 
for a single government's order. As some 
90% of Britain's and 95% of France's arms 
are bought from national companies, this 


may seem other-worldly. Yet Mr Peter 
Levene, Britain's chief of defence procure 
ment, and Mr Jacques Chevallier, head of 
the Délégation Générale pour l'Armement, 
are both trying to make their countries more 
import-minded about arms. Last summer 
the French navy, fed up waiting for a new 
seaborne fighter from Dassault, said it 
would test American F18s on its carriers. 

Two years ago, Britain began advance 
publication. of military requests, a step to- 
wards genuinely open tender. France fol- 
lowed last year. The other countries in the 
|3-member Independent European Pro- 
gramme Group in NATO agreed on Novem- 
ber 9th to do the same within a year. This 
was part ofa move towards the creation of a 
“common market in defence", promoted by 
an IEPG Study Group under Mr Henk 
Vredeling of Holland. Well understanding 
national sensibilities, the European Com- 
munity's founders excluded weapons from 
the scope of the Treaty of Rome. 

Welcome as Mr Vredeling's ideas are, 
progress is likelier to come in smaller ways. 
Mr Levene and Mr Chevallier have begun 
joint-purchasing conferences of industri- 
alists and officials. The idea is to avoid both 
big-ticket items (helicopters or minesweep- 
ers) and off-the-shelf equipment (bullets) 
and focus on a middle-range of equipment 
where companies from each country can 
meet well-defined needs. 

Pressure to merge, in this atmosphere, is 
not strong. Mr Henri Martre, the head of 
Aérospatiale, looks forward to the day when 
his firm joins MBB, British Aerospace, Casa 
of Spain, and—who knows?—others, to 
form a European giant. Yet he would almost 
certainly accept that crowded national mar- 
kets will have to be sorted out first. Thom- 
son and Aérospatiale have just agreed to 
form a joint aircraft-electronics subsidiary. 
Dassault was saved from a near-empty ex- 
port order book this year only by a FFr5 bil- 
lion ($830m) Jordanian order for 20 Mirage 
2000s, and there is talk of some link-up with 
Aérospatiale. In France's neighbours, 
rationalisation is not going the way Mr 
Martre would approve of. British Aerospace 
recently purchased the Rover car company; 
MBB belongs to Daimler-Benz. 

Outside Britain, there is almost no 
chance of uninvited foreign takeovers in a 
sector governments reckon needs national 
regulation and protection. There is thus lit- 
tle incentive for investors to build up minor- 
ity stakes. Many big defence companies in 
Europe are state-owned. As for 50-50 joint 
subsidiaries, these are difficult enough when 
they are the civilian sort that Thomson has 
with the ltalian chipmaker sos. Marrying 
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different management cultures is never a 


- simple matter. But the problems are greater 


still for the nominally equal outsider trying 
to break into the cosy network that a home 
firm has spun with national procurement 
officers. 

This is another appeal of the joint- 


tender approach: a French company work- 
ing with a British one can piggy-back their 
Whitehall connections when bidding on a 
British contract, and vice versa. This is likely 
to be how collaboration develops, until 
other European countries have their own 


Westland affairs. 
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. World trade, Arthur Dunkel and GATT 


. The General Agreement 


to Talk and Talk 


_ MONTREAL 


" 
i” 


WO years ago in Punta del Este, trade 

ministers launched the most ambitious 
- round of trade reforms ever attempted. By 
- 1990 the Uruguay Round is supposed to end 
40 years of the sinful policies that now dis- 
tort world trade in goods, to write new rules 
to cover the growing trade in services and to 
find ways to govern other new areas. When 
the ministers met in Montreal from Decem- 
ber 5th-9th to check their progress at the 
halfway stage, they discovered that atoning 
for past sins is not easy. 

Monitoring future ones, may get a little 
easier because the General Agreement on 
Tariffs and Trade (GATT) is emerging from 
the talks somewhat stronger. Its disputes 
procedure is likely to be tightened. It hopes 
to set up systematic reviews of members' 
trade policies that will estimate the cost to 
countries of their various trade regimes. At 
the moment, this is done largely on an ad 
hoc basis which makes impartial discussion 
harder. And Garr's director-general, Mr 
Arthur Dunkel, will be dispatched to talk to 
the IMF and World Bank in the hope that, if 
organisations can be made to work more 
closely together, they will all be more 
effective. 

The good cheer about GATT itself, 
though, has been overshadowed by an acri- 
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monious dispute between Europe and 
America about agriculture. Hours were 
spent arguing over whether countries must 
promise to "eliminate" or to “reduce” 
price-distorting subsidies (ministers at one 
point had recourse to a thesaurus in the 
hope of finding a third way). Argentina and 
other farm exporters threatened to block all 
progress made at the meeting unless a deal 
could be reached on farming. 

While the dispute on agriculture is 
about the scale and timing of reform, that 
about trade in services has more funda- 
mental problems. lt is also even more impor- 
tant than farm trade. According to the IMF, 
a third of world trade last year was in ser- 
vices, equal to $960 billion. Trade in ser- 
vices has grown more quickly than trade in 
goods over the long term (see chart) and it is 
now growing roughly twice as fast. More- 
over, separating goods and services looks in- 
creasingly artificial. Products are designed 
using computer software, distributed 
through marketing networks, and financed 
in ever-more elaborate ways. 

The need to govern trade in services has 
become more urgent because of the world's 
current-account imbalances. Americans and 
Europeans hope to rediscover (or protect) in 
services the comparative advantage that 
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they have lost to East Asia in industry. Add 
American fears that Europe may start, in ef 
fect, to charge an admission fee for access to 
its internal market after 1992 unless there is 
a set of rules to stop it from doing so, and 
the result is considerable pressure on minis- 
ters to clarify and regulate services trade. 

No problem with the intention, then. 
But how to carry it out? During the past two 
years the professional negotiators at the 
GATT have held more than 20 meetings, 
each of which lasted a week, to discuss the 
problem. At the end of November they pro- 
duced a text for ministers to discuss in Mon- 
treal. Mr Clayton Yeutter, who is to be re- 
placed next year as chief American trade 
negotiator by Mrs Carla Hills, described this 
text as "the worst document I've ever seen 
come to a ministerial meeting." Its 12 pages 
contain around 130 points of disagreement. 
Over half the time available in Montreal was 
spent boiling the text down to get it in a 
state fit to be discussed by trade ministers. .. 

For liberalisation to be effective, cout 
tries must agree not to discriminate between 
suppliers of the same service from different 
countries. Once the service (and/or its pro- 
vider) have entered another country, they 
must also receive identical treatment to that 
meted out to domestic suppliers. Further- 
more, any rules affecting trade in services 
should be published to ensure a reasonable 
level of transparency. 

Translating these worthy principles into 
workable rules involves treading virgin terri- 
tory. "This is the first attempt to write a ma- 
jor multilateral trade agreement since the 
Bretton Woods meetings", says Mr John 
Richardson, the EEC's chief negotiator on 
services. Statistics on services are notori- 
ously bad. Above all, trade restrictions are 
often hidden. Whereas restrictions on the 
movement of goods can be lifted at the bor- 
der, problems for providers of services often 
begin once they get past passport control. 
Doctors may get permission to live in a 
other country but their medical M 
tions will not be recognised. 

The bilateral free-trade deal between 
Canada and America shows clearly how 
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3 n hough, have their 
| doubts. They qu he premise that is 

, usually sneaked in without com- 
© ment—namely, that private savings 








í Israel E A 
will remain constant once the gov- 
ernment's budget deficit changes. n 
The dissenting economists argue Mig. dm - 
not merely that changes i in budget as % of disposable 10 
deficits and private savings are ndi * 
linked, but also that changes in ghee n= aas e 
budget deficits cause offsetting i 
changes in private savings. If they 3 
"are right, an increase in govern- | 1981 82 83 8 85 86 8 198! 82 83 8&4 3:5 s 8€ f 


‘ment borrowing will cause a match- 

ing rise in private savings. There | 
will be no effect on aggregate de- | 
. mand, which puts paid to conven- 
tional ideas about demand-manage- 












ment. "And, "because the gap at NUN 
-] between t tal savings and invest- Government Em: ees inne 
: : budget balance | wj 
| ment does not alter, there will be as 9$ of GNP . 


pus no change in the external deficit. 
~~ This theory goes back to David 
Riede but its recent revival is 
due to Mr Robert Barro of Harvard 
University. The idea is that if a gov- _ 
"T ernment increases its budget deficit by 
|| cutting taxes today, individuals will simply 
. expect higher taxes tomorrow. Consum- 
. ers will feel no better off. They will have 
|| mo reason to spend more, but will save all 
~ the tax cut and thus completely offset the 
bigger budget deficit. Total domestic sav- 
nd hence the external balance— 
iain unchanged. 
jo. how do the so-called neo- 
Ricardians explain America's twin defi- 
cits? Easy. ‘They say that private savings 
. were reduced by other factors (eg, lower 
-inflation), and that it was just a coin- 
~cidence that the budget and current ac- 
counts moved into the red at the same 
2 time. There are two big objections to the 
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wisdom s that if America eliminates its budget defi- 
icit will also fade away. Would it? 





of taxes will fall on future generations. 
And that, it might seem, would be fine 
with the present generation, because as 
far as they are concerned their tax cut 
would be a real tax cut after all, not merely 
a postponement. | 


|. €e The second objection is subtler. Individ- 


uals are likely to face higher interest rates 
on their borrowing than will the govern- 
ment. This means that they will discount 
their future taxes at a higher rate, so the 
discounted present value of a future tax 
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Sources: OECD; Bank of Israet; US Commerce Department; CSO 


increase will be less than the value of tax 
cuts today. Today's taxpayers will there- 


fore feel better off, and will spend some of | 


any tax cut. 

The Ricardian theory in its pius 
form sounds highly implausible. However, 
America notwithstanding, there is a fair 
amount of empirical support for it. In a 
recent survey* Mr Barro turned up many: 
studies which detect a link between 
changes in government borrowing and 
changes in private savings. 

Take Israel, for example. In the 1980s 
its total domestic savings have remained 
fairly stable, despite huge swings in. gov- 
ernment borrowing. In 1984 Israel's na- 


* The Ricardian Approach to Budget Deficits. By Robert 
Barro. NBER working paper 2685. + A Cross“Country 


Analysis of the Debt-Neutrality Hypothesis. By Giuseppe savings—and thus be used to steer bo 
Nicoletti. TEN Economie Studies, Autumn 1988. 


fore falling back). In both countries, k 
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tional savings were equivalent tol 
GNP, made up of the governmen 
of | 1% of GNP and private savin SO 
Since 1985 the government's anti-infl: 
tion programme has brought the bu ige 
into rough balance, yet national saving 
are virtually unchanged because the pri 
vate savings rate has fallen. 
Europe provides two interesting exa 
ples. The British government 's bud 
dekek was 396 of GDP in 1981; this year 
will have a surplus. Yet over the same pe 
riod Britain's current account has swun 
from a surplus of 3% of GDP to a deficit as 
big. Denmark had a budget deficit of 
of GDP in 1982 and a current-account 
cit of 4% of Gb». By 1986 the JAM 
had shifted its budget to a surplus of 396 
Yet the current-account deficit, rathe 
than falling in step, actually increased 







































public finances have improved 
personal savings have faller 


sive. As the neo-Ricardians are. 
fond of pointing out, somethin 
else might have changed. But the 
results of a new studyt: by Mr. 
Giuseppe Nicoletti of the OECD also. 
have a neo-Ricardian flavour. In an. 
econometric examination. of eight. 
countries between 1961 and 1985 
... Mr Nicoletti found that the data re 
jected Mr Barro's theory for Japan, - 
Britain, France and West Germany. 
But private savings turned out to be: 
weakly linked to budget deficits in: 
. America and Canada, and strongly. 
linked to them in Belgium and: 
Italy. 













This suggests something ine 
esting. Belgium and Italy have had 
the most reckless budget policies o 
the countries in the study. Perhaps 
then, the link between changes i in budget 
deficits and private savings depends on 
the sustainability of the government's fis- 
cal policies (as judged by financíal mar 
kets). A sudden increase in a budget defi 
cit that isalready too bigi is indeed likely tc 
arouse fears of tax increases to comè 
and hence to cause offsetting changes. 
private savings. In contrast, a modest ri 
in a smallish deficit will probably not | 
taken as a sign that taxes will soon have to 
rise. It will therefore provoke no change: 
private savings, refuting Mr Barro. 

It would be satisfying if the world dic 
work like this. The futility of fiscal policy 
predicted by the neo-Ricardians would be 
a worry only for fiscally reckless govern- 
ments. For the more. prudent, changes 
budget deficits can continue to affect rota 
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hare a border, a ise a a paii to 
ign an agreement on services. Their deal, 
ich both sides have described as the "cut- 
ing edge on services", excludes. large 
unks of the service sector from its provi- 
ns, including transport, basic telecom- 
unications, medical care, lawyers and 
ild-care. So much for the cutting edge. 
- Tt will be harder still to construct a deal 
at both rich and poor countries will want 
sign. A lot of developing countries are yet 
be convinced that more open trade in ser- 
is in their interests. Two of the largest 
most influential of them, Brazil and In- 
have opposed the inclusion of services 
it from start. 
hey maintain that any been 
be universal, Translated, that means 
n return for allowing western bankers 
amok in Bombay's financial markets, 


Manhattan. Mr Thomas Donahue, the 
ary-treasurer of America’s union fed- 
n, the AFL-CIO, came to Montreal to 


ling to Japan 


“#( count the pills, foreign 
i pharmaceutical compa- 
| nies have either a 5096 


gs consumed in Japan are foreign, calcu- 
a firm of stockbrokers, uss-Phillips & 
ew-—in the sense gn foreign companies 
n the patent. But only 15% are actually 
ld by foreign drug firms themselves. The 
st are sold under licence or through joint 
entures. The challenge facing foreign firms 


inging their Japanese sales networks up to 
he standard of their products. To do that, 
he firms are setting up on their own. 


romising market for drugs. At an annual 


alue of pills popped per head. Also, Japan is 
ging rapidly. Two years ago, 14% of the 
anese were over 60; in 2010, 25% will be. 
-Force number two is the spiralling cost 


an. Cutting out middlemen seems the best 
"way to do it.. 


Why didn’t fir na. realise this < a dees 


dian labourers should be allowed to work: 





ug on the market | 


Depending on how you 


96 share of Japan's market. Half the 
approvals from the Ministry of Health and 


. way that made things exceed- 
-to increase that 15% share to 50%, by. 


Two forces are pulling foreign firms into. 
irect selling. First, Japan is the world's most. 


5 trillion ($39 billion), it is already second. 
1 value only to America, and is first in the 


research. Foreign. firms, looking at'ways 
o increase their revenues, want to do more 
han sit back and earn slim royalties i in Ja- 


“fight any concessions s that E impórt- : 


ing! third world labour wholesale into Amer- 
ica’’—as if they needed reminding. 

Other poor countries are less negative. 
Mr Hugh Shearer, the deputy prime minis- 
ter of Jamaica, says his country has a "special 
interest in services", mainly tourism and 
data processing for American firms. How- 
ever, like other poor countries, he would 
not support an agreement that fails to offer 
poor countries preferential access to rich 
markets or that fails to provide access to 
modern technology. 

Quite how any of this would be put into 
practice, no one knows. Some rich countries 
are getting tired of waffling at GATT. Others 
fear that any agreement that most of GATT's 
members want to sign will be weak and will 
serve as an excuse for protecting service in- 
dustries. If these fears are genuine, why not 
just go ahead and liberalise services trade 
unilaterally? Rich countries doing that may 
find the benefits will be even greater than 
those from a multilateral deal. 
nll 


reig n pharmaceutical firms have done better in Japan than almost any 
other gaijin companies. Now they are changing strategies | 


into activity in 1986, when, at America's be- 
hest, Japanese trade negotiators dismantled 


the various barriers that sent foreign firms 


into joint ventures in the first place. To sell a 
drug in Japan, you need two different sets of 


Welfare, and special medical tests. Before 
1986, those requirements were set up in a 


ingly difficult for outsiders. Al- 
most all the tests had to be 
done in Japan and reported in. 
Japanese. If a drug firm 
changed the colour of its box, 
it had to apply again. Now the 
rules are less onerous because 
most foreign tests are accepted. 
The only re-testing foreign 
firms have to do is to find out 
the best dosage for Japanese 
bodies, which absorb substances differently 
from exer bodies (as anyone who has 
had a drink with a Japanese can testify). 
Since 1986, foreigners have begun to go 
it alone. Ciba-Geigy, a Swiss firm, and 
SmithKline Beckman, an American one, 
have both bought out their old joint-ven- 
ture partners. In the case of SmithKline, this 
is sutprising because it has also just set up a 
new joint venture to sell over-the-counter 


= drugs. Glaxo, a British company, is merging 
| go! Some did. But the rest were prodded 7 


its joint venture into a wholly-owned subsid- 











sat of the dem problems for foreign- 


ers is a peculiarity of Japan's drug market. 


Almost all drugs are dispensed directly by - 
doctors, who are reimbursed by the health. 
ministry at prices set by the government. As. 
suppliers sell drugs to doctors at big.dis- 
counts, is gives doctors an incentive to 
prescribe lots of pills. They do prescribe, 
with a vengeance. An amazing 60% of the 


earnings of general practitioners comes from 


dispensing drugs. To succeed in such a mar- 
ket, foreigners will have to: | 

e Set up big sales networks. They T 
troops of salesmen able to deal directly with 
doctors, and have to entertain medical folk 
more lavishly than elsewhere. "I Was 
amazed", says the president of one firm, “at 
the size of expense bills here." Foreign firms 
reckon they need to sell X20 billion-worth of 
drugs to make an independent salesforce 
worthwhile, and they need between 500 andi 
1,000 people i in the force. - - i 
e Compete viciously on price. In the past, 
the health ministry has encouraged R&D 
spending by allowing higher prices for inno- 
vative drugs, mostly western ones. That pol- 
icy is changing. Last April’s price review cut 
average drug prices by 10.296, and hit the 
foreign firms as severely as local ones. 

In the longer term, foreigners will need 
to beware of local competitors. Foreigners 
have always had one big advantage in Japan: 
the best drugs. Local firms were small, bad at 
research and unable to sell abroad. This is 
no longer true. Although Japan still has only 
two drug firms in the world top 20, it has 
overtaken America as the world’s most in- 
novative drug producer, ranked by the num- 
ber of new drugs. With R&D improving, Jap- 


anese firms have spent the late 1980s 


learning about foreign markets—one more 
reason why foreign firms need to fight back 
directly in Japan. | 

A vivid illustration of this 

new sort of competition is the 

fate of joint ventures in Amer- 

ica and Japan between 
SmithKline Beckman and 

Fujisawa. Last December, they 

announced a change of strat- 

egy: they would buy each other 

out. Fujisawa, reckoning it 

could cope alone in the United 

States, took over the American 

joint venture immediately. SmithKline de- 
cided not to take full octo] of the Japanese 
venture until 1992, by which time it hopes 
to have built up an adequate salesforce. 
Meanwhile, its erstwhile partner has been 
developing a local competitor to Smith- 
Kline's best drug (Tagamet, which notched 
up sales of ¥21.4 billion in Japan last year). 
The accord has turned. into a race. Which 
1 e s sales net 
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Second thoughts on Sweden 
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vreden, te archetypal corporatist state, has won a standing ovation for 


its switc 
Y 1991, says Mr Kjell-Olof Feldt, the 


finance minister in Sweden's Social 
Democratic minority government, cen- 
tral-government income tax will no longer 
be levied-on 9096 of the wage-earning 
population, which will thereafter have to 
pay only local-government income tax of 
roughly 3096. The better-off will still pay 
both sorts of income tax, but their top 
marginal rate will fall from today's confis- 
catory 72% to a merely penal 60%. 
The tax plan is the most striking of Mr 
Feldt's ideas for reform, but it is only part 
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The Viking tax slashers 





b producers 
Drowning 
downstream? 


RE oil-producing countries rash to pad- 

dle downstream? In the past five years 
their enthusiasm for buying overseas petrol 
stations and oil refineries has been matched 
only by their glee at busting OPEC's produc- 
tion quotas. Kuwait, which started the trend 
in 1983, now owns 4,800 petrol stations and 
two refineries in Western Europe. In June, 
in the biggest single deal, Saudi Arabia 
agreed to pay Texaco $1.2 billion in cash 
and oil for a half-share in three American 
refineries and access to 11,450 petrol sta- 
tions in America. Venezuela, Saudi Arabia, 
Libya, Norway, Abu Dhabi and Mexico 
have all dived in; Nigeria would dearly love 








to supply-side economics. Polite applause is more in order 


of his new-found enthusiasm for freer 
markets. He has promised to remove all 
controls on foreign exchange by 1991; at 
present the most restrictive curbs affect 
foreigners wishing to invest in Swedish 
bonds, and Swedes wishing to invest in 
foreign bonds and equities. By 1991, too, 

Mr Feldt promises to scrap all bilateral 

agreements that restrict imports of cloth- 

ing and textiles. As part of a GATT settle- 
ment, he says, Sweden might scale down 
its protection against farm imports. 

All this sounds sweeping, but it isn't. 
The heart of the reforms, the tax 
cuts, will make only a small dent in 
the Swedes' total tax bill, which 
weighs in at nearly 60% of GDP. 

The new 60% tax rate will start 
at a lower income—perhaps 
Skr160,000 ($24,600) a year—than 
Mr Feldt had wished. The finance 
ministry will forgo an annual Skr60 
billion in lost revenue, which 
sounds a lot but is only 24% of the 
Skr253 billion in direct taxes that is 
now paid to central and local gov- 
ernment. The effect of the tax cuts 
on total revenues will be offset by 
fewer tax deductions, by higher 
taxes On investment income, and 
by a broadening of the base of the 
value-added tax. 

Since the public sector will con- 
tinue to claim well over half the 
country's income, the reforms can- 

not be considered to be big 


to. All told, some 2m barrels of refined oil 
products have now secured overseas outlets 
at a cost of $4 billion. 

There are few signs that the pace of in- 
vestment is slowing. This month Petroleos 
de Venezuela and America's Unocal con- 
firmed plans for a joint venture which will 
own a refinery and have access to some 
3,800 petrol stations in America’s Midwest. 
The $500m venture will give Venezuela an 
outlet for 130,000 barrels of oil each day, 
lifting the total capacity of its overseas net- 
work to 600,000 barrels a day. 

Why the scramble? As oil-export reve- 
nues have shrunk with oil prices (this year 
OPEC will earn an estimated $77 billion, 
down from $287 billion in 1980), oil-pro- 
ducing countries have eyed big integrated 
American and European oil companies en- 
viously. Because of falling oil prices, these 
firms will make slim profits from their ex- 
ploration-and-production (upstream) activi- 
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liberalisations—but they are welcome and 
overdue. High and complicated taxes 
have turned Sweden into a nation of fid- 
dlers. It is possible to get rich in Sweden, 
because taxes on capital are comparatively _ 
light. But it is impossible to get anything . 
like rich by working very hard and saving. | 
out of earnings. ! 
As a result, Swedish households save 
less than nothing (ie, their savings ratio is {| 
negative), and absenteeism can run as 
high as 3096 on a cold, wet Monday morn- 
ing. Social Democrats built this system de- 
liberately, intending it to be the bulwark 
of Swedish egalitarianism. Mr Feldt has 
become scathing about the bulwark. He |. 
says his own party's tax system has be- | 
come “lousy” and "perverse". j 
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ties this year—but will make a killing down- 
stream because refined oil-product prices- 
have remained firm. This ability to counter 
upstream woes with downstream profits has | 
bedazzled oil producers resigned to a decade. 
of cheap oil. c 
Critics of the oil producers’ down- 
stream strategy reckon that it could go badly 
wrong if too many countries invest overseas. - 
The industrialised world's oil-refining in- 
dustry is already overweight. Around a quar- 
ter of Western Europe's refineries, and 15% 
of America's, rarely see a drop of oil. By sell- 
ing refineries to oil-producing countries— 
instead of shutting them down—the oil in- 
dustry is making this overcapacity harder to. 
cut. Mr Paul Stevens, an OPEC-watcher at 
the University of Surrey, reckons that the 
oil-price war that has raged within the cartel — 
during much of the past three years will sim- | 
ply be fought again in the refined-products — 
market. Refining profits which, at best, have - 
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Fill it up 


been fleeting during the 1980s could be 
wiped out altogether. 

This would be bad-enough news for big 
oil companies. But it would be disastrous for 
producers who have, to a man, paid dearly 
for theìr overseas assets—prices have soared 
as more countries have jostled for deals. 
Worse, potential downstreamers have had 
little choice but to bid for those refineries 
and marketing networks which have come 
up for grabs. With the exception of Saudi 
Arabia's Texaco deal, these have not been 
the sexiest of assets. Producing countries 
will have to spend heavily in order to bring 
their purchases up to scratch—at a time 
when refining margins are likely to be 
squeezed. Mr Nordine Ait-Laoussine, a Ge- 
neva-based oil consultant, points out that 
simply establishing a market presence is not 
enough: buyers now expect convenience 
stores, food and lavatories at petrol stations. 
These cost money. 

Downstream assets do, however, guar- 
antee an overseas outlet for an oil produc- 
er's output—a plus when the international 
oil market is as over-supplied as it now is. 
Thanks to its overseas marketing network, 
Kuwait has this year easily sold 2896 more oil 
than its OPEC quota allows. Saudi Arabia, 
pumpless for most of the year, has had to 
leave much of its 1096 overproduction in su- 
pertankers, waiting for buyers. So what, 
counters Mr Ait-Laoussine. In the long run 
revenue security—not volume security—is 
the key. What is the point of selling a quar- 
ter more oil if you spark off the same sort of 
price war in oil-products that you have al- 
ready stumbled into in crude oil? 

There are other dangers, too. While Ku- 
wait and Saudi Arabia can afford to take a 
long-term view of their new downstream as- 
sets, other producing countries are having 
to borrow heavily abroad to fund their ex- 


78 





pansion. As many are viewed as rotten risks 
by banks, these loans are costly. For its 
Unocal deal Venezuela is trying to lessen its 
exposure by arranging some $400m of unse- 
cured loans. 

Not one of the other OPEC countries 
hoping to expand downstream can hope to 
secure such a deal. Nigeria is in particular 
danger of saddling itself with assets it can ill 
afford; by the end of the century it will prob- 
ably no longer export oil. If it has (as it 
hopes) a downstream network by then, it 
will need to buy rival producers' oil to feed 
it. 

Those oil producers that are buying 
downstream assets belatedly face the biggest 
difficulties. Mr Ait-Laoussine freely admits 
that Kuwait, Saudi Arabia and Venezuela 
will, at least in the short run, gain from their 
newly-acquired assets. Longer term, how- 
ever, the only winners look like being oil 
consumers. 





Indo-Soviet trade 
Russia's 
backdoor 


BOMBAY 


AT is the cleverest way of doing 
business with Russia? Export to it? 
Sign a licensing agreement? Set up a joint 
venture? Perhaps none of these. An increas- 
ing number of multinationals thinks the an- 
swer is to set up a joint venture with India. 
The reason lies in the bilateral “balanced 
trade” deal between Russia and India. 
India and the Soviet Union agree to bal- 
ance their trade and to denominate it in rou- 
bles and another form of funny money 


cooked up for the occasion called the non- 
convertible rupee. This means that no for- 
eign exchange has to be spent by either 
country in importing goods from the other. 
Bureaucrats who issue import licences in 
these  foreign-exchange-poor countries 
therefore often give preference, implicitly or 
explicitly, to goods available for non-con- 
vertible roubles or rupees over goods that 
have to be paid for in hard currency. 

So a Russian agency wanting to import, 
say, a Xerox machine will find it easier to get 
a permit to import this from India than from 
America or Japan. This is why Xerox Cor- 
poration has entered into two joint ventures 
in India. Both ventures are with the Modi 
Industrial Group. One, called Indian Xero- 
graphic Systems, exports its entire produc- 
tion, mostly to the Soviet Union (it hopes 
for sales of $18m there this year). The other, 
called Modi Xerox, is making copiers mainly 
for India but also for export. Xerox thus 
kills wo birds with one stone—it has acc 
to the Indian market as well as the Russi 
one. 

This backdoor into Russia is wide open. 
India has a large, competitive base for mak- 
ing cosmetics and bathroom products—and 
so Estée Lauder has set up a factory export- 
ing its entire output, mostly to Russia. 
Honda has a joint venture, Shriram Honda, 
which makes power-generating sets, some of 
which will end up in Moscow. Suzuki is 
making cars in partnership with the govern- 
ment in a company called Maruti Udyog, 
which has plans to export 10,000 cars a year, 
mostly to Russia and Eastern Europe. 

Such deals can even help bail out the 
original Indian joint ventures. When Gen- 
eral Foods teamed up with the Kothari fam- 
ily of South India, its two products, called 
Tang and Ju«c, failed. Hopes are now pinned 
on selling Maxwell House coffee to the So- 
viet Union. Most of India’s coffee exports 
are restricted by an export quota fixed un- 
der the rules of the International Coffe 
Agreement. But the Soviet Union is noc 
party to the agreement, so India can sell as 
much coffee as it like to the Russians. 

True, Indo-Soviet trade is not without 
its headaches. First of all, trade is not bal- 
anced. India can sell more products to Rus- 
sia than Russia can sell to India, so it is accu- 
mulating reserves of unusable funny money. 
Oil accounts for about 80% of what Russias 
does export to India and the price of oil fluc- 
tuates violently. So in the past few years, fac- 
tories set up in India to take advantage off 
increased Russian purchasing power whens 
the oil price rose have found that, now it isi 
falling, the Soviet Union has been cancel- 
ling even more of its purchases from India. 
Nevertheless, Indo-Soviet trade is risings 
overall and is likely to touch 50 billion ru- 
pees ($3.4 billion) this year, rising to 60 bil. 
lion rupees in 1989. No wonder multina- 
tionals want a slice of that cake. 
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TO COMPLETE YOUR TEAM IN TURKEY, FIT US IN. 
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CAN YOU SEE 
THE VOICES ` 
| CALLING? ... 














Thousands of voices on every beam. 
Tens of thousands. Soon even hundreds of 
thousands. As many as we want. Because 
there s almost no end to the number of voices 
you can slip into a light beam —a beam no 
wider than a human hair. 

The beams taking voices through this 
scene —a swamnp in the American South — 
were put there by US Sprint, one of America's 
fastest-growing, independent long-distance 
telephone companies. 


America's first nationwide 
digital network 


US Sprint dreamed of building America's 
first and only nationwide digital fiber optic 
telephone network. A network from coast 
to coast and border to border. One that 
would deliver sound so impossibly close, so 
incredibly clear, that no one would believe 
they were talking long distance. 

They made that dream come true. 
And we helped them. We installed all the 
electronic repeaters and switching systems 
in the network link that runs from Houston 
to New Orleans, through the bayous and 
swamps of Louisiana. 


We're Fuiitsu 
: We're Japan's number one computer 
maker. And we're one of the world's top 


telecommunications makers, with a reputa 
tion for excellence in fiber optics and digita 
switching systems —and in satellite, sub-. 
marine and microwave communications 
Systems, and all the advanced semicon 
ductor components that go into them. . 

This combined communications and 
computer experience makes us a leader in. 
futuristic voice and data communications _ 
systems like ISDN. And just right for US 
sprint. 








































Lightwave equipment for Fujitsus U405Mb/s 
fiber optic system for US Sprint. With its full line of fiber 
optic systems from 2Mb/s to 810Mb/s, from 30 
channels to 12,096, North American hierarchy or 
CEPT, Fujitsu can give you exactly the digital trans- 
mission capabilities you need. 
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ducer when it bought America's General 
Tite last year, reckons that winter tyres will 
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Sometimes, compa 
as beer sell 


INGER, no longer sells sewing ma- 
chines. It spun off its sewing machine 
and furniture business in 1986 in order to 
become an aerospace and electronics com- 


pany. Burma Oil, which was set up in. 


.. 1886 as an oil producer (Britain’s first) 
-and gave birth to iue Petroleum, no 
-. longer produces oil. It disposed of the 
< business in September 1986 to concen- 
trate on car lubricants and fancy chemi- 
| cals. It is thinking of renaming itself. 
" Britain's Fisons hived of its fertiliser 
business. in 1982 to concentrate on 
e iaceuticals. and scientific equip- 
As long age a the Fani 1950s the 
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Post-modern Michelin man 


panies are not all that they seem. Here are some firms 
Which, for one réason or another, are associated with products they n no 


course it no longer takes passengers. 
Greyhound no longer runs America's 
largest intercity bus service. Indeed, it no 
longer operates any bus services at all: it 
sold all its routes off to a Texan invest- 
ment group in 1987. It does, however, 
make buses and Dial soap and has a cater- 
ing operation, In 1983 Pullman sold its 
rail operations to Trinity Industries and 
rights to the Pullman name to the Cana- 
dian frm Bombardier, which wanted to 
upgrade the image of its rail cars. George 
Pullman was one of the first to set up a 
“comfortable” railroad service in Chicago 


| in à the 1880s. The firm he * founded now | 


, ter roadholding. 


sells caravans and makes airline seating, oe 
Penn Central also has nothing to do: : 
with railways, which were sold to Consoli- 


dated Rail in 1976. 


Tinto-Zinc decided to relaunch itself as. 
RTZ, which made sense because for years _ 
the company has sold only minimal quan- 
tities of zinc. Such initials and acronyms | 
are a popular way of dealing with com- 
pany misnomers—Britain's Trustee Sav- 
ings Bank had to relaunch itself as TSB 
because, after it offered its shares to the | 
public, it no longer had any trustees. Brite | 
ish American Tobacco is called BAT, 
now that a lot of its money is made froth 
selling things other than tobacco. Simi- 
larly National Cash Register is known 
as NCR which is just as well because it sells 
automated tellers. 





become a big thing. if ee 
can be persuaded to swap their 

ally, why can't drivers in other s 
countries? And if that does not 
about different tyres for the front: 
wheels? Continental believes differe 
of tyre could be used on the front ¢ 
wheels of cars (depending upon whick 
wheels provides the power) to produ 



















































So must the fashion-conscious m 
now carry two spares? Not at all. Nex 
Continental will launch its CTS tyres, Ww 
allow drivers who = a puncture to. 
going for about 70 miles at anyeing u 
50 miles an hour. Such so-called "run- 
tyres have been around before, but the 
not catch on because the various r 
makes would have required cars to fit 
ent wheels, causing problems of compa 
ity. To try to establish its version as a 
dustry standard, Continental has done 
deal with Michelin so that they will-use: 
same technology-—just as Sony and P 
did to get their compact discs going. 




































In September 1987 Britain's Rio - 








Perhaps the most unusual misnomer of 
all, though, is that of Minnesota Mining - 
and Manufacturing, which has . 
never made any money from min-` 
ing since it was set up in 1902. The < 
founders were five citizens—a doc- 
tor, a lawyer, a merchant and two 
railway executives— who lived near ` 
Lake Superior and hoped to mine. 
corundum there. The mine turned 
out to be worthless so the company 
began to sell sandpaper and is no 
a diversified conglomerate. Confu- 
sion was compounded by the fact ^ 
that employees used to refer to 
their employer as "The Mining". 
Now the company is known simply 
as 3M, though this is not its | 
name. 












































































ren are not content 


‘France’ s economy grew on av- 
we by 3.3% a year. This was 
er. than West Germany 
76), America (2.696), or Brit- 
(2.296), though slower than 
(5.396). Real GNP per per- 
son rose by 7096, from $9,317 (in 
87 dollars) to $15,853. 
Many countries would con- 
itulate. themselves on this 
ord. The French, however, 
th their eyes on the recent 
st, are not happy. In 1973 
ance's dynamo began to sput- 
and in 1980 to crawl. Since 
en output has grown at only 
round 296 a year, too slowly to 
ide new jobs for an expand- 
ng labour force. In 1967 French 
dustry was welcoming new for- 
gn workers. Last year 2.5m 
people in France were looking 
or a job. 
. The perspective can be wid- 
ened even more. The year 1967 
ypened the last phase of France's 
stwar expansion. In 1896- 
929 French real GDP grew on av- 
rage by 1,896 a year. In 1929-51, 
period of slump and war, it 
managed only 0.996 a year. From 
hen until the first oil-shock in 




















996 a year. Historically, this 
was remarkable. Was it also, the 
"rench worry, unique? 

French economists disagree 
mong themselves, as econo- 
mists usually do. Some attribute 
he slowdown in output and 
sroductivity growth in the 
970s chiefly to aging capital and 
windling technical progress. 
Others see it as a sign that 
‘rance’s successful postwar high- 
wage, high-productivity, high- 
welfare economy had hit a struc- 


ions induced by oil shocks. 


nd his colleagues at INSEE, the 
-national statistical institute, 
hourly labour productivity grew 
by 5.696 a year in 1951-73, 4.196 


84. These rates (for growth in 
output per hour worked), may 
inderstate- the. drop 









(973, France's economy grew at- 


ural limit. A third group sees 
he slowdown, less dismally, as- 
nainly the effect of two reces- | 
5.196 (1951-73), 3.2% 
and 2.496 (1979-84). 


$ Off the land | 
. V hat caused this drop? After the 
war France did get productivity . 


According to Mr Paul Dubois - 


in. 1973-79 and 3.5% from 1979 . 
off the land. A century ago, half 

: of French workers worked on 
farms. By.1950, only 28% did. In 








'rance's economy has fared well during the past 20 years. Yet the 


"quality" of French workers im- 


proved (or should have done) as 
they became better educated. In 
1968 25% of French 18-year-olds 
and 496 of 20-year-olds were in 
school or university. Now, 55% 
and 2296 are. 

Against this, more women are 
at work. They accounted for 
36.296 of those at work in 1968 
compared with 4396 now, a fig- 
ure which probably does not 
fully account for part-time work- 
ing. Men are not better at jobs 
than women, but women's ca- 
reers are often more interrupted 





GDP 
Total in 1987 $, bn 
460 880 





Agriculture 
Manufacturing 


| Other industrial 


| Services 


Civilian employment 
Total in millions 
19. 21.0 
mum m Agriculture 


Manufacturing 


than men's and women usually 
have an extra burden of caring 
for the home. 

Juggling these pluses and 
minuses, 


that — France's ^ productivity 


- growth rates, adjusted for im- 


in quality, were: 


(1973-79) 


provements 


gains from the continued move 






- Productivity * 






Mr Dubois reckons 


| 1967, the proportion was aro- 
und 1796. But this explains only: 


part of the productivity rise, and 
its falling off explains only part 
of the 1970s drop. 

A possible explanation is a 
further structural change in the 
economy. There has been a shift 
in workers from industries like 
steel and cars, where lots of mea- 
surable progress occurs, into ser- 
vice jobs, where productivity 
leaps are hard to come by and 
still harder tc measure. 

By 1987 6296 of those at work 
had service jobs. This is an ill- 
defined catch-all including, for 
example, a bank's window clean- 
ers, its tellers and its top execu- 
tives. There has been fast growth 
in services offered to firms, sug- 
gesting that the distinction be- 
tween industry and services is 
not very neat. Many industrial 
companies found it cheaper to 
move low-skilled workers (clean- 
ers, guards) off the payroll by 
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subcontracting, as well as getting 
high-skill services (accounting, 
public relations) from specialists. 

Yet this shift to services, in 
which France is entirely typical, 
cannot explain the whole puzzle. 
Industrial productivity has 
fallen, too. Some economists 
think France, like its European 
neighbours, caught up with 


America some time in the 1970s. . 
In other words, the benefits of 

modern industrial techniques © 
and work-methods had by then — 
run their course. Capital in- 
vested in the great postwar mod- 
ernisation had aged. France, on 


this en pied joining : 











ica, whose productivity gréw atà 
sluggish 2.6% a year in 1950-73, 
and hardly at all since. 

Other economists note that 
the motor of postwar growth, far 
from running down, was acceler- 
ating just before the “turn” dn 
1973. The fall in productivity 
was then abrupt. On this view, 
after 1979 French firms’ slow- 
ness to install new, computer- 
rich capital did tell. But, accord- 
ing to Mr Dubois, roughly three- 
quarters of the slowdown in the 
1970s and 1980s was due to 
weaker growth and the under- 
use of capital and labour. In the 
past year or two, French growth 
has picked up—and there were 
signs last year that labour pro- 
ductivity, though lagging in ser- 
vices, was rising in industry. 


Open to the world 
France buys a fifth of what” 
consumes from abroad, and 
must pay for this by exports. 
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Since the oil shocks, France has: 
in one sense, done well. Exportsi 
in volume terms, rose by 13076 
in 1970-87. Imports climbec 
109%. France imported 127m 
tonnes of oil in 1973 and ont 

88m last year. A big help is the 
fact that nuclear power now pro 
duces 70% of France” 


eicit 


Groans about France's 
ports need to be kept in. perspe 
tive. France. has run: (usualli 


small) merchandise trade Sus 
pluses in only six of th 
.. years. More normally, a strong 
ish surplus on services: makes Uy 
for a at t least part of : a | deficit o 












rent-account surpl us. CA a et 
‘imports, especially of capital 
goods, swung the current ac- 
count back into deficit in 1987 
(FFr27 billion) and the boi 
current-account deh nd 












e lazy bunc C 
T to ere he ni 


was "13, 6%, 
i 596. The much-wat : 


or two percentage poi 
. real unit labour costs we 

2.5% a year in 1987. In the 
aot the Gs they were steady or 






: boite: it is true, has lost 
world market share in exports— 
but only as much as it had gained 
in the 1970s, mainly from mo- 
mentarily oil-rich importers. The 
French share of world exports in 
value terms was 6.596 in 1968, 
896 in 1979 and 6.796 in 1987. 
By that stage, 7996 of French ex- 
ports went to customers in the 
24 OECD countries as against 
6896 in 1981. Germany's world- 
market share, at 1496, is roughly 
unchanged over the same pe- 
^riod. Britain's was 996 in 1968 
-and is now close to 696. 

France's exports were 12.6% 

sof GDP in 1967, just below the 65 
saverage, and a bit above it in 
1987, at 20.896. The jump in the 
export share in the late 1970s 
iwas largely due to a fall in domes- 

itic demand, when slower-grow- 

! France was out of phase with 

ther big economies. Exports are 

gain jumping ahead, at a mo- 
nnt when domestic demand, 

n imports, are also strong. 





















i | zovernmenté tend to de 


ads. The debt of the Pa 


50%) and Japan 70%). 
rench public spending, as in 
anost of the rest of Europe, has 
ecked its big upswing of the 
e 1970s. From 39% of Gpp in 
7, it hit 52.7% in 1984 and 
since fallen to 51.7%. 
lce's central-government 
a tiny FFr18.3 billion in 
) caked a at t FFr153 billion 


in 1985 and is budgeted for 1989 


at FFr100 billion. 

Only two-fifths of French pub- 
lic spending goes on this central 
budget. The rest is accounted for 
by: local authorities, decent- 
ralised in 1982 and spending 696 
of cpp, twice their share ten 
years ago; contributions to the 
EEC; and, heaviest of ail, social se- 
curity. This last item helps ex- 
plain why the share cf "govern- 
ment” in French Gor is so high. 
As France's population ages, so 
social-security spending will re- 
main high. 


France has more babies than 


have its big neighbours. In 1985 


|. the number of births per 1,000 
. women of childbearing age was a 
ch — lot higher in France (57.1) than 
ling in West Germany (37.3). Even 


without immigration (100,000 
immigrants in 1968, zero today), 
and with a death rate dropping 
slightly, there are a quarter of a 
million net new French people a 
year. Unless the French emi- 
grate, which they have never 
tended to, France's labour force 
will grow well into the iate 1990s. 
That risks rising unemploy- 
ment (see box). But it will also 


provide more taxpayers to meet 
future social-security costs. 


Us and them 
The shift from full employment 
to an under-employed economy 
has had big effects, not just on 
the jobless. May 1968 is remem- 
bered as a student revolt. But 
10m workers were on strike and 
150m  work-days were lost. 
French businessmen, used to 
cheap, obedient workers from 
France's farms, from poor, dicta- 
torial Iberia or from even poorer 
North África, got the shock of 
their lives. Strikers were bought 
off with big wage settlements. 

Since then management has 
slowly won back the upper hand. 
In 1987 only 500,000 days were 
lost in strikes, though many pub- 
lic employees remain militant. 
The share of salaries, including 
social-security costs, in compa- 
nies' output was 51.696 in 1981, 
53% in 1987. Real earnings in 
manufacturing rose a mere 3% 
in the six years 1982-87. 

France's workforce. has be- 


- come more fluid. Of 24m French 


people in or wanting work, only 


about 6096 work falme for 


The numbers look bleak 


ETWEEN 1977 and 1987 France lost almost 500,000 jobs 
in farming and 1.38m in industry. Services picked up 
most of this difference, leaving the number of people in work 
at 21m, slightly fewer than a decade ago. By the end of the 
period 1987-91, France is expected to have lost jobs at the rate 
of 80,000 a year. At the same time, some 180,000 new people 
each year will have looked for work. 
Perhaps half of these might be "discouraged" and would 
stop looking for work. Though obviously unemployed, they 
would not, technically, be part of the labour force. Even if they 


are not counted, by the early 1990s France can expect to have 


an extra 800,000 people out of work. That would mean some 
3.3m in all, around 1596 of the labour force. Unless, that is, 
the economy grows a good point or more faster than the 


present 2-296 a year. 





their earnings: the household. 


p bullying of firms to merg 


franc, governments, conserva 

























































a Eo 5m) “fem 
(3.5m), or part-time or traine 
(3.6m). The government 
made rules on work hours. 
on firing easier. Union mem 
ship has declined, except am 
white-collar workers. | 

Alb this has affected pro 
ability and investment. In 1 
companies had some 1596 
their earnings to invest à 
taxes, debt interest. and 
dends. In 1982 that fell to be 
1096. To invest, many com 
nies borrowed. In 1987 comp 
profit margins were back agai 
around 1596, and compa 
were paying off debt. 

Investment fell slowly at fir 
In. 1970 it was 22.196 of va 
added, in 1980 still 19.496. A 
the second oil shock firms ha 
cut costs. Investment fell 
16.696 of value-added in 198 
but had climbed back to 1? 
in 1987. 

Why, with exceptions, ha 
French people been so unr 
itant? As fewer worked, ree 
household disposable inco! 
virtually stood still in 1982-85 
Government transfers provid 
a growing proportion of that 
They accounted for a fifth o 
oe income in 1970, a 
31.2% last year. Despite | stag 
nant income, consumption. 
mained strong. Consumer 
bought heavily on the never- 
never, and saved ever less of 


savings rate was 18.7% in 1970 
and 12% in 1987. | 

The benign influence o 
government tended to get foi 
gotten at the end of the perioc 
Government planníng—and t 


played a strong part in Franc 
postwar m. Governm 
spending underpinned ind 
trial strengths: civil engineeri 
construction, arms, transpo 
nuclear power and space. 

By the 1980s, however, g 
ernment was Sie ius 


doe B were 
moved, and Paris's financi 


tive and Socialist alike, virtually 
gave up running a national mo y 


ae a this kept 
French interest rates. o+. 
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“Bass 


Miller, Anderson & 
Sherrerd’s new interna- 
tional mutual fund fol- 
lows an investment pol- 
icy which is based on 
principles of diversifica- 
tion and valuation to 
realize maximum long- 
term total returns. Most 
of its holdings will nor- 
mally be selected from- 
the universe of securities 
CÒ . , E oe 
; EE tanley Capital Interna- 
zd support of its first — tional Perspective This 
more than 2,300 securi- 
ties listed on various 
stock exchanges in 
Europe, the Far East, 
Australia and Canada. 


Morgan Stanley Global 
Securities Services 
(MSGS) offers fully inte- 
grated services, includ- 
i ing global custody, in 
BS Iadof support of the institu- 
seri er es as Administrator. — tional investor. MSGS, 
through its international 
! expertise and advanced 
ec pma .. proprietary technology, 
| | has the capability to 
Ea . provide these services in 
Morgan Stanley Global Securities Services — — more than twenty-two 
1251 Avenue of the Americas, New York, New York 10020 C | 
(912) 703-4432 | organ Stan ey Capital | 
| International 
Perspective. 
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Morgan Stanley Trust Company 
| - (201) 915-3901 | 















Mergers and a 
villion a year, 
31 billion. In a ba 










» which this 
'adlines by pulling out 
g in British equities and 
i 50 people, is only the lat- 
_ merchant bank to decide that it does not 
eed a securities business to be successful in 
porate finance (see next page). Others, 
ich as Barings, Lazards and N.M. Roth- 
thild, felt they already knew that and have 
uck to their roots—serving the corporate 
1stomer, particularly in the mergers and ac- 
uisitions (M&A) business. 

It is a lucrative field. In the first nine 


onths of 1988, £22 billion ($40 billion) of 





ritish public companies were taken over or 


erged; on cross-border bids in America, 
titish firms spent $18 billion and in Eu- 
ipe $3 billion, according to Acquisitions 
lonthly. 7 | 

The corporate-finance parts of invest- 
ent banks earn fabulous rates of return 
iore than 100%) because they use little 
pital and employ few staff. Such advisers, 
ether American or British, need the 
dney badly. Their stockbroking businesses 
2 limping along on a tiny trading volume, 
|there are too many firms chasing too lit- 
"business in "wholesale" financial mar- 
ts such as government bonds and 
irobonds. | 

Synergies between banks and brokers 
ey bought counted for little. So, with a 
uple of exceptions, the banks that domi- 
ted London at the end of the 1970s still 
minate today. Long-standing relation- 
ps between merchant bankers and corpo- 
e clients still weigh more heavily either 
in lumps of capital or a vast armoury of 
vices—for the moment. | 
Fresh competition is coming from 
nerican banks, which has forced many of 
: British banks to learn new (often Ameri- 
1) skills, with a greater emphasis on team- 
rk and on touting for new business. The 
arest victims of such change are yester- 
r's whizz-kids of corporate finance. Two 
ago many banks (the notable excep- 
ng S.G. Warburg) were happy to im- 
r financiers with "star" status, and 












allow them to operate on a long leash. The 
disadvantages of such a system soon became 
apparent: inadequate involvement of senior 
management, and deals that sailed ever 
closer to the legal wind. 

Some free-wheelers reacted to stricter 
management by free-wheeling off. Despite 
defections, banks are getting more team- 
spirited because clients are being more selec- 
tive about the merchant banks they pick for 


specific jobs—a trend called “transaction- - 


based business". Two of Britain's biggest 
companies, BP and British Telecom, do not 
admit to having a financial adviser. Instead, 
they pick and choose from several, 

As corporate-finance departments have 
grown and, as business has started to shift 
away from old-fashioned relationships, 
banks are imposing greater structure on 
their business—for instance, by separating 
more clearly the functions of generating 
deals and executing them. Most City banks 
have put teams to work dreaming up and 
marketing new ideas for M&A. And they 
have formed special teams for handling flo- 
tations and privatisations. 

Some firms still insist that the corporate 
financier looking after a company must see 
through the whole process of an acquisition 
or a bid defence, in order to present a con- 
stant face to the finance director and chief 
executive being advised. But they increas- 


ingly stress their specialist skills: eg, Hill 


Samuel’s expertise in property. E 
. Others promote specialist. financing 


skills to attract clients. This has made more 


stitutions lost their taste for - 
equity. Debt is replacing it as 
the currency of bids, and in- 
vestment banks are compet- 
ing to suggest imaginative 
ways of providing the money. 

- Samuel Montagu has 
thrived on its ability to raise - 
money quickly to help small 
companies try to snap up big- 
ger ones. It started this fash- 
ion in Britain by helping Ar- 


sense since the October 1987 crash when in- 


_ advertising agency, snapped up America’ 


in Britain, the Americans have been forced. 


gyll Group, a supermarket chain, bid. 
Distillers, a sleepy whisky firm. Dist 
eventually fell to Guinness, but Mon 
had more success when wrp, a barely-kno 











Walter Thompson last year for $566m; a 
when, this autumn, Mecca Leisure 
£750m on Pleasurama, a company hi 
times its size. Samuel Montagu has mad: 
virtue of being able to call on the capital 
its parent, Midland Bank, in otder to ra 
debt quickly, laying off the risk later ~ 
Should ^ transaction-based — busin 
spread further, then American banks 
Goldman Sachs and Morgan Stanley in p; 
ticular—^will be well placed, despite 
failure so far to break into the British cotp 
rate-finance market. Only Goldman Sach: 
has acted as a sole adviser to a big Britis 
firm involved in a domestic takeover: i 
counselled British Caledonian in an unwel 
come—but successful—bid from British 
Airways earlier this year. Se 
_ Lacking a long-standing customer base 





















































to manage their businesses around the ser- 
vices they sell rather than around the firms - 
they act for. In particular, that mearis 
specialising in international M&A: Ameri- 
can banks have thrived on advising on 
transatlantic bids. : 

Morgan Stanley's European corporate: 
finance operations, based in London, have 
separate departments for spotting M&A 
opportunities, servicing existing clients, a 
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ranging bid finance, and executing 


- - M&A deals. Each corporate financier 


in Europe reports to a regional chief 
in London, who reports to another 
so-called product chief in New 
York—complex but unavoidable, 
says Morgan Stanley, because of its 
international network of contacts, 
and the international mix of its M&A 
business. 

Its international corporate fi- 


— nance network also means that teams 


of experts can be assembled rapidly 
for particular transactions, and then 
quickly dissolved again. This summer 


— Morgan Stanley helped find inter- 


ested parties for the sale by Grand 
Metropolitan, a British food and 


— — drink company, of its Inter-Conti- 


nental chain of hotels. The deal was 


Financial advisers in completed bids 


UK publicly quoted 
companies (Jan-Nov 1988) 
Adviser Value (£bn) 
Schroders 11.0 
Morgan Grenfell 10.6 
S.G. Warburg 7.6 
Kleinwort Benson 6.5 
County NatWest 6.4 
Lazard Freres 5.1 
N.M. Rothschild 43 
Samuel Montagu 3.7 
3.2 


All takeovers, domestic 


and foreign (Jan-Sept 1988) 


Adviser 
Schroders 


S.G. Warburg 

Morgan Grenfell 

County NatWest 

Shearson Lehman Hutton 
Kleinwort Benson 48 
N.M. Rothschild 

Lazards 

Samuel Montagu 

First Boston 


Value (£bn) 
10.1 











for all. The ambitions of the Ameri- 
can corporate financiers in the British 
takeover market. have been sharply 
reduced by the dominançe of the 
long-established City banks. Most 
now confine themselves to acting as a 
joint adviser to companies which 
could gain from the Americans’ inter- 
national experience, or where the 
Americans have developed specific 
industry skills. 

As the boundaries between the 
British and Americans become more 
clearly defined, companies will in- 
creasingly pay more for M&A ad- 
vice—it is now common to have two 
advisers rather than one. The lucra- 
tive fees earned from corporate carve- 
ups show little signs of being whittled 
down by competition: British banks 


initiated in London, managed out of New 
York, and sold to a group in Tokyo; the 
bank drew on its talents in all three cities. 


3 London’s corporate financiers treat 


American banks with a blend of contempt 
and jealousy. Contempt, because they claim 


— that Americans are driven more by deal- 


HE virtual closure of Morgan Gren- 

fell's securities arm, with the loss of 

450 staff—a quarter of the bank's pay- 

roll—marks the sorry end to a tale of 

missed opportunities. When in 1984 the 

bank began to think about its strategy in 

a deregulated City of London, it was still 

run like a partnership. “The oligarchy”, 

| as the management group was nick- 

| named inside the bank, lacked strategic 

| flair and experience in securities-dealing. 

| Theonly member who had a bit of both 

| was the chairman, Bill. Mackworth- 
| Young, who died in 1984. 

Morgan Grenfell came close to buy- 

ing Rowe & Pitman, the stockbroking 


—— | firm from which Mackworth-Young had 


been recruited. Morgan thought the ask- 
ing-price too steep and dithered over its 
decision; so the firm was snapped up by 
Morgan's rival, S.G. Warburg, where it 
has thrived. Morgan merely bought 
Pember and Boyle, a tiny gilt broker, and 
Pinchin Denny, a small gilt-jobbing firm. 
Growing its securities business on the 
back of these two firms provided none of 
the synergies which the bank predicted 
to justify its move into dealing. Clients of 
Morgan's thriving corporate-finance de- 
partment rarely entrusted the distribu- 
tion of their new paper to the bank's 
broking side because, with only a 3% 
share of the market, it lacked clout. 
With the securities division costing 


£40m ($76m) a year, the final straws 


making than by the long-term neecs either 
of British companies or investing institu- 
tions. Jealousy, because the City's banks 
have failed to make the most of their inter- 
national connections for winning corporate- 
finance business. 

At the moment there is plenty of gravy 


Morgan Grenfell bows out 


came with a couple of recent bad trade 
figures (which sent the stockmarket into 
a nosedive, adding to losses), and a price 
war that broke out between London's 
share-traders. 

So has Mr John Craven, the smooth 
former corporate financier who replaced 
Mr Christopher Reeves as chief execu- 
tive last year, now completed his house- 
cleaning task? Morale, low after the 
Guinness affair, was boosted when it be- 
came clear that Morgan had lost little of 
its prowess in corporate finance. Mr Cra- 





Craven behaviour 





88 


typically charge 0.5-1.0%, and Americans 
more. Both predators and target companies 


seem to care little about cost. Few chief e 


utives will risk their own position 


L 


economising on the advice they hire for a 


takeover battle. 





ven capitalised on a growing new spirit 
within the bank by reshuffling the senior 
management. Out went the last of the 
old guard who built the bank up in the 
1970s and in came younger, home-grown 
talent. 

Morgan Grenfell is now left with 
three core businesses in London, which 
together will earn £60m this year: mer- 
chant banking, the most profitable bit 
which includes, eg, trade finance with 
Russia and the old-fashioned acceptance 
business; corporate finance; and a $26 
billion fund-management arm with a par- 
ticular strength in American ERISA 
funds. Importantly, these top-notch 
businesses generally earn fees rather than 
(more volatile) commissions or trading 
revenues. Morgan without securities is 
something much closer to the tight, fast- 
moving little ship that Captain Craven 
runs best. 

The closure may scotch persistent ru- 
mours of an unwelcome takeover that 
have plagued Morgan Grenfell for the 
past 18 months. There is little more that 
any bidder could do to put the bank on 
an even keel. Some within the bank 
think that, now the decks are cleared, a 
merger with a successful international 
stockbroker would now fulfil Morgan’s 
original global ambitions. They point 
out that only a year ago, Mr Craven was 
in talks with Security Pacific over its Lon- 
don broker, Hoare Govett. But the se- 
nior management will probably prefer to 
put the sorry securities escapade behind 
it and even return to private hands. 
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SUMMARY OF GROUP RESULTS 
Gross rents and other income - 
Profit before taxation. 

Taxation 

Profit attributable to 

ordinary shareholders. 

Earnings per share 

Net dividends per share 

Net asset value per share ( diluted) 


Earnings per 
Share: Pence 


Sm Increase 
1954 293 
^ 802 307 
258 


535 30.5 
220p 192p 146 
145p 130p 115 
727p 533p 364 


| Net Asset Value 
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Shearson Lehman Hutton Inc. Bear, Stearns & Co. Inc. Salomon Brothers Inc 
Merrill Lynch Capital Markets 


Drexel Burnham Lambert The First Boston Corporation Smith Barney, Harris Upham & Co. 
Incorporated Incorporated 


BT Securities Corporation Chase Manhattan Capital Markets Corporation Citicorp Securities Markets, Inc. 
Goldman, Sachs & Co. Manufacturers Hanover Securities Corporation 


Morgan Stanley & Co. CL GlobalPartners Securities Corporation Commerzbank Capital Markets Corporation 
Daiwa Securities America Inc. Deutsche Bank Capital Dillon, Read & Co. Inc. Donaldson, Lufkin & Jenrette 
The Nikko Securities Co. Nomura Securities International, Inc.  PaineWebber Incorporated Prudential-Bache Capital Funding 


L. F. Rothschild & Co. | SBCI Swiss Bank Corporation — Sogen Securities Corporation Thomson McKinnon Securities Inc. 


investment banking 


incorporated 
UBS Securities Inc. Wertheim Schroder & Co. Dean Witter Capital Markets Yamaichi International ( America), Inc. 


incorporated 


A. G. Edwards & Sons, Inc. McDonald & Company Oppenheimer & Co., Inc. 


Securities, foc. 


Prescott, Ball & Turben, Inc. Tucker, Anthony & R. L. Day, Inc. 
Blunt Ellis & Loewi Boettcher & Company, Inc. Butcher & Singer Inc. Craigie Incorporated Dain Bosworth 
Freeman Securities Company, Inc. Morgan Keegan & Company, Inc. The Ohio Company 
Printon, Kane & Co. Rauscher Pierce Reísnes, Inc. Wheat, First Securities, Inc. 
AIBC Investment Services Corp. Doley Govan Securities, Inc. Ewing Capital, Inc. Grigsby, Brandford & Co., Inc. 

Metro Equities Corporation Pryor, Govan, Counts & Co., Inc. Muriel Siebert & Co., Inc. 


Shearson Lehman Hutton Inc. Bear, Stearns & Co. Inc. Salomon Brothers Inc 
Merrill Lynch Capital Markets 
Drexel Burnham Lambert The First Boston Corporation Smith Barney, Harris Upham & Co. 
Íncorporatext Incorporated 


Chase Manhattan Capital Markets Corporation Citicorp Securities Markets, Inc. 
Manufacturers Hanover Securities Corporation 
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er had rout : 
‘about 8%, from Jo a year ago. 
< This explains the rush to issue ecu bonds. 
But the surge in ecu activity has led to 
- some misplaced excitement about the 
licomposite currency's future. 
W' The market used to be dominated by 
issues from EEC official borrowers 

(eg, the 500m ecu bond issue from 
~ the European Coal and Steel Com- 
 munity in June), but there is now a 
. growing variety of ecu-raisers. Brit- 
'ain's Halifax rame society, Ita- 

lys state railway (Ente Ferrovie. 
"dello Stato) and two Spanish con- 
“cerns ( Acesa, which owns motor- 
- way cafés, and Endesa, an electrical 
utility) have issued almost 500m 
|. .&cus-worth of paper between them 
- inthe past three weeks. The French 
: government plans soon to issue its 
“first ecu-denominated bonds. 
—.^ The market in short-term ecu 
< paper is lively, thanks to the British 
. government's two issues (900m ecus and 
-150m ecus respectively) of ecu treasury 
bills since October. Both were heavily 
, oversubscribed, with average yields about 
| quarter of a percentage point below 
tes on ecu bank deposits. The Italian 
government has issued ecu bills through- 
out 1988, but a withholding tax on divi- 
: dends. makes them unappealing to some 
: foreign investors. 
Who is buying these bonds and bills? 
9 Small investors in Belgium and Luxem- 
bourg, who regard ecus as higher-yielding 
mark bonds (the D-mark has a 
ght in the composite currency), 
most as stable as long as they are 
ed by safe names such as EEC institu- 
tions. Belgians tend to hold the bond to 
maturity and to spurn lesser-known bor- 
-rowers. The 125m ecu bond issue by the 
"Halifax building society (not a household 
-name in Benelux) aroused little interest 
nong retail investors. 
Jerman investors, who have been 
hing i into ecu paper following the an- 
cement of. a withholding tax on do- 
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 mestic pus from the one of 1989. | 
..' Non-European investors—mainly Japa- 


ese and American—who want a basket 
of. Eurocurrency | bonds without the 
bother (or cost) of dealing in several indi- 
vidual nationalities. For that, they are will- 
ing to accept yields about half a percent- 
age point below the weighted average of 
yields available in the individual markets. 


Japanese life companies are among the 


biggest holders of ecu bonds. 
€ Central banks, which like to borrow 
and then hold some ecus as a novel and 





therefore cheap way of building up for- 
eign-exchange reserves. For example, the 
Bank of England is holding the proceeds 
of its ecu-bill sales in ecus. If sterling 
comes under downward pressure, it can 
sell the ecus and buy sterling. It will also 
be able to issue more ecu paper. This sort 
of intervention will not be as noticeable, 
or as expensive, as borrowing directly i in 
other currencies to buy pounds when the 
exchange rate is falling. 

Most European central banks are 
happy to encourage further private use of 
ecus, This is for political as well as practi- 
cal reasons: it is seen as a gesture towards 
European monetary unity. The 
Bundesbank is least keen. It would rather 
see the D-mark as Europe's leading cur- 
rency, so that its own cautious monetary 
policy holds sway. Widespread use of the 
ecu would mean that monetary growth re- 
flected an average of member countries' 
policies. 

In a recent study, Goldman Sachs, an 
American investment bank, argued that 
the burst of f activity | in bond and bill mar- 






` six years (see chart). There is no evide 


 ecu's appeal is still limited by the fact that 


kets is a sign that the ecu can b 
genuine European currency by t 
acclaim. This, it says, would be a bi; 
on the way to monetary union. Mr 1 
Leigh-Pemberton, governor of thi 
of England, is less enthusiastic. ` 

The ecu market has shown no: 
real take-off. Investment demand 
the various sources is not growing f 
The ecu ranks sixth in international B 
issues but Y: accounted for a rather stat 

4-676 of all Eurobond issues for the pa 




























| that this proportion will change fast. The 

































































it is not real money. Its use in day to da 
transactions is restricted to a few Frenc 
and Italian companies, which have 
ducted their trade in ecus simply to get 
around exchange controls. About 196 of 
Italian trade is denominated in 
ecus; and a few companies, such as 
Saint-Gobain, express their bab - 
ance sheets in ecus. But one motive . 
for such accounting will dwindle as. 
France and Italy dismantle the last — 
of their capital controls, scheduled D 
to go by 1990.. : 
Another limit to growth of the: 
ecu market is that some investors 
see it as a means of getting around 
temporary deficiencies in Europe’s 
national capital markets. For exam- 
ple, it is a way of i investing in the - 
soft: currencies with high returns . 
for which there is no liquid i interna- 
tional market—such as drachmas; 
pesetas and escudos if they are included in 
the ecu next year; and lire and French 
francs prior to the removal of exchang 
controls. Demand from this type of inve 
tor could dry up in the 1990s with furthe 
capital liberalisation. The restricted na- 
tional markets should then become more 
liquid and accessible to foreign borrowers. 
If some of the demand for ecu assets. 
falls away as exchange restrictions are re- 
moved, borrowing i in ecus will become less 
attractive too. Strong demand keeps ecu. 
interest rates low; if demand weakens, the | 
yield on ecu bonds will rise relative t 
other types of issue. ‘Current ecu bon 
yields are well below what they theoreti- 
cally ought to be (a weighted average. of. 
the interest rates on the ecu’s compo- 
nents). So most issues are tied to profit- 
able swaps. Such swap opportunities will — 
diminish. The other sources of demand, < 
not to mention all the obstacles on the. 
path to free capital markets in Europe, 
will keep the ecu market active. But i 
development is unlikely to keep up. : 
ay pace of the past m weeks. 































































Drexel Burnham Lambert _ 


S DREXEL BURNHAM LAMBERT, a 
Wall Street investment bank, about to 
. make an out-of-court settlement with the 
federal prosecutors poised to bring criminal 
` charges against the firm? Many think so, 
given the way the bank noncha- 
lantly committed itself to Kohlberg 
Kravis Roberts’s $25 billion lever- 
aged buy-out of tj Nabisco. Drexel 
Na agreed. to put up $3.5 billion of 
own capital as part of a $5 billion 
lging loan to E the 
I. Although Drexel plans to syn- 
cate more than $2 bill lion of the 
oan to third parties, this still repre- 
sents a huge bet for a firm faced 
with such dire legal problems. 
. Those problems are hard to ex- 
aggerate. One unpleasant feature of an in- 
dictment under the Racketeer-Influenced 
and Corrupt Organisations Act (RICO)— 
which i is what is said to be planned— is that 
- it would allow federal prosecutors to tie up 
-much of the firm's assets. The statute is 
tough because it was originally designed to 
| prevent organised crime from operating be- 
-hind legitimate business fronts. Drexel re- 
-cently appealed unsuccessfully to the Justice 
Department, arguíng that RICO charges were 
‘hot applicable i in securities cases, 


NEW YORK 


ALL STREET has spawned yet 
Te other tax-dodge to replace equity 
A ih corporate debt. The innovator is 
- Shearson Lehman Hutton, an investment 
bank, which has give its new product the 
ugly name of Unbundled Stock Units 
(Usu). 
. In this latest wheeze a company buys 
back some of its own issued shares and 
pays for them with three kinds of paper: 
preferred shares, warrants and bonds. 
Shearson Lehman has alreadv persuaded 
four Fortune 500 companies—American 
Express, Dow Chemical, Pfizer and Sara 
Lee——to give the scheme a whirl. 
On December 5th the four companies 
simultaneously announced that they plan 
|] collectively to exchange up to $5.6 billion- 
worth of their shares for this new package 
of securities. Pfizer, a chemical company, 
wants to swap 20% of its equity and Amex 
14.4%. 
Investors who take up the offers will 


exchange ordinary shares for: — 
eA oiii d bond, which pays fixed inter- 









Can Joseph do without Milken? 


The possibility of an indictment poten- 
tially puts at risk the whole of the KKR fr 


nancing. Drexel might find it hard to sell. 


any kind of securities if it were charged with 
racketeering under the RICO act. However, 
Wall Street does not seem worried. Nor does 
KKR, it appears. 

Drexel has usually played a role in its 
previous LBOs, including kkn's $8.2 billion 
LBO of Beatrice, a conglomerate, in 1986. Its 
bridging loans are subsequently refinanced 
by the sale of junk bonds and Drexel re- 


est equal to the company’s current divi- 
dend—-with the "promise" but not the 
guarantee that this will not fall even if the 
dividend is subsequently cut. 

@ Preferred shares, which initially pay no 
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en band market. The oped pet of $ 
billion of RiR Nabisco junk bonds would, t 

a long way, be the largest issue ever digeste 
» this market. 

That KKR is not worried about the px 
tential ramifications of a pending indic 
ment suggests either that other investmer 
banks are ready to step into the breach c 
that Drexel has given the impression it | 
about to settle. This was the flavour of 
memo sent by Drexel's chief exe 
utive, Mr Frederick Joseph, to th 
firm's 10,000 employees. He ind 
cated talks were reaching a "cn 
cial stage”. 

Drexel may be under a lot « 
pressure to settle. A racketeerin 
charge, whether proven or no 
would threaten the investmer 
bank's day-to-day business. | 
would, for example, be hard fc 
companies to justify using Dre 
as an underwriter for an - 
the investment bank had been charged wit 
federal crimes. 

Drexel's cause has been further unde 
mined by the fact that key witnesses hav 
agreed to co-operate with the government i 
return either for some form of immunity c 
leniency. Mr James Dahl, a close aide i 
Drexel's Beverly Hills office to the firm 
junk-bond supremo, Mr Michael Milker 
agreed in October to co-operate with th 
government. Mr Cary Maultasch, an equit 
and bond trader in Drexel's New York o 


dividend, but which will receive the differ- 
ence between the present dividend and 
any increased dividend paid over the next 
30 years. 

@ A so-called "equity appreciation certif- 
cate", which is really a 30-year warrant; it 
pays no dividend but gives the holder the 
right to buy common stock at a predeter 
mined price on specific dates. - 

The dodge in all of this is that compa- 
nies will get tax relief on the servicing of 
that portion of their equity that they con- 
vert into debt. Interest payments to bond- 
holders are deductible against tax, 
whereas dividends paid to shareholders 
are not, - 

Even so, the scheme is no sure-fire win- 
ner. For example, how liquid will the new 
securities really be? And will investors 
want to exchange their shares for Usus 
when capital gains tax will be levied on 
the transaction? 

One effect will be further to confuse 
American individual investors, who have . 
been abandoning the stockmarket in — 
droves all year. And it will probably add . 
further weight to calls for the reform of 
corporate tax law (see page 17) that would 
make such juggling ane: 








fice, has also agreed to co-operate. Mr 

 Maultasch is said to have executed trades for 
Mr Milken's personal account. 

Until recently Drexel had always argued 

that the government's case rested almost 

solely on the word of van Boesky, the dis- 


graced Wall Street arbitrager and a con- 
anger so. 







victed felon. That is ne 
Drexel people choos 
prosecutors, the ha 
bank’s case becomes. 

A settlement we 
pain. The governmen 
that Drexel pleads gu 
ony charge, which wouk 
numerous civil lawsuit 
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yat least one fel- 
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erai prosecutors 















are also likely to deman Mir Milken be 
banned forever from the securities business. 
«Mr Maultasch has alreac y signed a consent 
iorder under which he agrees to a permanent 


iban on his working in securities. 
There is also the matter of what is likely, 





Jápéneis securities taxes 
Mugs mugged 


"OKYO 


“SECURITIES firms in Japan are lobbying 
a? to wriggle out of new taxes on securities 
sansactions which form part of the govern- 
inent's tax reform legislation now before the 
upper house of parliament. Their commis- 
Kon income was hit in their financial years 
io the end of last September by a 10% cut in 
he fixed commissions for trades on Japan's 
tockmarkets; now they fear that the new 
axes will reduce trading volume too. 

As a result of the public outcry follow- 
ag the Recruit and other share scandals, 
oricter taxes on capital gains on individuals’ 
nare transactions are to be imposed from 
;pril next year. The present tax is so light 

barely 200 investors had to pay it last 
*. The government is now offering a 
'^oice to investors. They can pay a 1% tax 
^ the gross proceeds of a share transaction 
"hich will be withheld by the securities 
#mpany through which the sale is made) or 
&y a 2096 tax on their capital gains when 
vey file their annual income tax return. 
- In the Recruit share caper, politicians 
ad others bought shares in a subsidiary of 
se Recruit group before its registration on 
“over-the-counter market, and sold out 
ik huge profits soon after the listing. In or- 
to discourage such practices, the first tax 
ice will not be available for those who 
unlisted stocks within a year of their list- 
they will have to file returns. Investors 
t hold unlisted stocks for more than 
wee years before their listing, such as the 
iders of companies, will only have to pay 
ital gains at a rate of 10%. 
Finance ministry officials have calcu- 
at the new capital-gains tax will raise 
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if it is proven, to be the biggest ever fine in a 
securities case, running into hundreds of 
millions of dollars—at least. This will be on 
top of the $175m Drexel reckons it has 
spent in the past two years as a direct result 
of the investigation into the bank and the 
$1.5 billion in potential business revenues 
which Mr Joseph said in his memo the firm 
had lost. | 
On December 6th, Standard & Poor's, 
a rating agency, placed Drexel's commercial 
paper on its list of credits to watch because 
of concern over its proposed $3.5 billion 
bridging loan. Drexel currently has $750m 
of commercial paper outstanding. The 
credit agency says it is worried abut the capi- 
tal commitment involved in the bridging 
loan relative to the firm's $1.5 billion of eq- 
uity. S&P did, however, offer a crumb of 
comfort. It said the financial impact on 
Drexel as a result of an indictment or settle- 
ment remained "manageable". 





Tokyo exchanges its taxes 


an extra ¥14 billion ($115m). Or put an- 
other way, not very much. The securities 
houses are most worried about the effect on 
individuals' share trading volumes. It seems 
inevitable that will have some effect on 
damping individuals’ appetite for playing 
the markets, though this may not last for 
more than a couple of months. Individuals 
account for about a fifth of all share owner- 
ship and trading volume. | 

The new capital gains taxes will not ap- 
ply to corporate or institutional trades. Pro- 
fessional investors should also be encour- 
aged by a promised "substantial" reduction 
in the securities transaction tax, which is 
charged on all stock and bond deals. For 
shares, this may be cut from 0.55% of the 
transaction value to 0.3%. In the year to last 
March, the tax raised ¥1.8 trillion (more 





. draft, issued by companies to raise short: 
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heritance and stamp taxes). The Securit 
Dealers Association is also pushing fo 
exemption from the bourse tax for fut 
trading. As always in Japan, the small punt 
gets mugged; the big boys prosper. — - 


Yen commercial-paper market — 


Chinked armour 


(ties houses like yielding protect: 
ground— least of all to each other. Now t 
securities houses have managed to stake 
claim to a piece of the banks’ territo 
where they can compete head-to-head: th 
yen commercial-paper market. ME 

The market, which opened in Noven 
ber 1987, broke the commercial bank 
stranglehold on short-term financing. Com- 
mercial paper is a kind of securitised over- 


term funds. Dealing in it sets banks and 
securities companies against each other, in a 
way usually prevented by Japan's legal sepa- ; 
ration of commercial and investment bank- 
ing. So the finance ministry was even more 
cautious than usual in permitting the nov- 
elty. Only those companies that could al 
ready issue unsecured straight bonds were . 
allowed to issue the new paper—limiting the _ 
market to 180 of the bluest of blue-chip - 
companies. ; 

Despite these constraints, the market - 
flourished. By the end of October, commer- 
cial paper in circulation was worth nearly Y8 — 
trillion ($64 billion). That has encouraged. - 
the finance mínistry to loosen the reins. . 
From December 15th, it is introducing a rat- 
ing system to. grade issuers. It will also lay 
down what percentage of an issue needs to 
be backed by a line of bank credit (to cover. 
maturing notes in case new notes cannot be 
issued to replace them). This should more 
than double the pool of potential issuers to 
400-450 companies, with 40 being exempt - 
from collateral requirements altogether. - 
Rating is standard for commercial-paper is- 
sues in America and Europe. i 

Japan’s finance ministry is also enlarg- 
ing the range of allowable maturities from 
the present one-to-six months to anything - 
between two weeks and nine months. A ban - 
on foreign-currency commerciakpaper is- 
sues will be lifted, and foreign subsidiaries of 
Japanese companies, foreign governments - 
and international agencies will all be allowed - 
to issue domestic yen commercial paper. 
Rules for issuing Euroyen commercial paper 
are also being eased. Finally, to help absorb 
the expected increase in issues, investment 
trusts will be allowed to invest up to 2096« 
their net assets in commercial paper, again 
1076 now. Only institutional investors ca 
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The finance minister treads gingerly 


buy commercial paper. 

All welcome deregulation, but why not 
go further and let borrowers issue paper and 
investors buy it at their own risk? Because 
the ministry is cautious and the banks are 
unwilling to give more away. The banks 
have already lost a lot. They seldom make 
loans to Japan's largest companies, from 
whom they are now chiefly takers of funds. 
That has increased their reliance on lending 
to medium-sized and smaller companies— 
the same ones that the securities houses are 
keen to see issue commercial paper. 

Already, securities companies have 
been underwriting commercial paper at low 
interest rates to attack the banks' loan and 
bills businesses, safe in the knowledge that 
they can always stuff the low-yielding paper 
into their own investment trusts, if institu- 
tional investors do not want it. That has en- 
couraged some companies to issue commer- 
cial paper and then reinvest the proceeds in 
other instruments (often bank deposits) at 
higher rates of interest. The latest to do this 
is Japan Airlines which says it will issue Y100 
billion-worth of commercial paper this week 
and put the money raised into large-lot time 
deposits. The interest rate on three months 
commercial paper is about half of one per- 
centage point lower than that on a three- 
month certificate of deposit. 

Needless to say the securities houses 
have welcomed the new yen commercial pa- 
per laws—though they have whinged about 
not being allowed to issue commercial paper 
themselves. The banks are not too unhappy. 
They have lost fewer customers than they 
might have, and they reckon that any fur- 
ther deregulation is some way off. Given the 
finance ministry's hatred of change, that is 
not a bad bet. 


Mitsubishi Motors 


Taken for a ride 


TOKYO 


F JAPAN were America, it would be law- 

yers, not a handful of favoured investors, 
who would be getting richer from the listing 
of Mitsubishi Motors’ shares on the Tokyo, 
Osaka and Nagoya stock exchanges. On De- 
cember 5th, the first day of trading, the car- 
maker's shares closed at ¥1,440 each 
($1134), a 70% premium to the offer price of 
¥850 for the 70.3m new shares that the com- 
pany sold. 

In a similar situation in America, some 
shareholders would by now be reaching for 
their lawyers, suing their board and its advis- 
ers for negligence in underpricing the issue. 
Other would-be shareholders might be su- 
ing over the way the new shares were distrib- 
uted in the first place. 

Each investor who received Mitsubishi 
Motors stock was limited to 1,000 shares, 
whatever the number applied for. However, 
unlike another over-subscribed issue, Nip- 
pon Telegraph and Telephone, there was no 
lottery to decide who would get shares. In- 
vestors needed a friend in the right place. 
The well-connected were always likely to be 
able to make a quick turn. Though the new 
shares were priced at ¥850 each, analysts 
said that ¥1,250 a share would have been a 
truer reflection of the company’s worth. 


G3 British steal 
LI 
| LLEGAL multiple share applications 
for British government privatisation 
| issues are now as much a part of the Brit- 
| ishstockmarket scene as merchant banks 
| and underwriters. Despite stockmarket 
| wobbles, the Conservative government 
| managed to entice 650,000 small inves- 
| tors to oversubscribe two times for that 
| bit (two-fifths) of the £2.5 billion ($4.6 
| billion) British Steel issue set aside for 
| the public. Hidden among them are 
| maybe 2,000 multiple applicants. 
| Since the government started 
| wooing the public into wider share own- 
ership with British Telecom’s sale in 
| 1984, more than 90 people, including 
| Keith Best, a Conservative ex-member of 
| parliament and barrister, have been 





charged and found guilty of putting in 
| multiple applications. Those brought to 

book have been fined a total of more 
| than £750,000 although the majority of 

cases have not yet come to court. 
| The systems for quickly spotting 
| rogue stags have improved immeasur- 
ably. Touche Ross, the accountancy firm 
handling the British Steel flotation, has 
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They appear to have been right. The share: 
closed around that level on the second day 
of trading. 

Mr Toyoo Tate, president of Mitsubish 
Motors, says that the offer price of Y850 wa: 
"proper" for his company's shares when i 
was set on November Ist. “Share prices as: 
whole rose after that”, he says. Some mor 
than others. 

[t is standard practice in Japan for nex 
issues to be underpriced. Firms and their se 
curities companies are expected to look afte 
their friends in such situations. Just as 
those politicians and their secretaries wh: 
were able to buy Recruit-Cosmos stock o: 
the cheap. By some standards, th 
Mitsubishi Motors stock was not so ^" 
geously underpriced. In February, shar 
Fujitsu Kiden, a maker of electronic cas 
tills, offered at Y1,750, rang up its first ma 
ket price at Y6,200; that of Nippon Avior 
ics, a leading maker of defence electronic 
offered at ¥1,760, zeroed in at Y 5,050. 

The finance ministry is sufficiently wo 
ried about the trend to have set up a con 
mittee. This is expected to recommend a di 
ferent way of setting the prices of publ 
offerings. 





developed a computer system, called 
Fuzzy Inquiry, that automatically trawls 
the database holding all the applicants’ 
details. It can be programmed to look for 
similar, but not identical, addresses (or 
names) that might conceal multiple a 
plicants. Touche Ross's so-called “foren- 
sic accountants” and "frauditors" then 
send their finds to the fraud squad. 

Accountants are starting to wonder 
at the pathological nature of multiple ap- 
plicants. Last year, several speculators 
put in multiple applications for the gov- 
ernment's stake in BP, even though the 
October stockmarket crash guaranteed 
that the shares would fall to a hefty dis- 
count to the issue price. In the case of 
British Steel, a stockmarket jitters before 
the issue ensured that the issue would 
not be a stag feast. (The partly-paid 
shares rose to a premium of just 2!2p on 
the first day of trading.) 

Stand back a bit and be amazed. Who 
would have guessed, a decade ago, that 
the problem of floating a huge European 
steel company would be coping with the 
excessive desires of small investors? 
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How to fish 


Give a man a fish, Confucius is sup 

a day. Teach him how to fish, an 

- cius omi 
or 


you feed him for life. 


to say what to do if there are hordes of fishermen vying 
e same catch. For 2,500 years, nobod 


ou feed him for 


dto have said, an 
ine words, but 


y really knew. So fishermen 


jeopardised not only their daily catch, but also their livelihoods 


see: the waters of northern Europe 
were so full of herring that nations 
ar" on its bones. Britain, the Hanseatic 
—gue, Scandinavia—all depended at one 
time or another on herring. More recently, 
thanks to overfishing, herring became so 
scarce that heavy fishing was banned for 
many years. The Peruvian anchovetta, 
which once provided about 10m 
tonnes of fish a year, has vielded al- 
most nothing since a final, disas- 
trously large harvest in 1970-71. 

Two examples of failure. But 
there have also been successes. In 
1984 there was no fishing at all 
around the Falkland Islands. By 1987 
khe profits of Stanley Fisheries, a 
company set up by the Falkland Is- 
lands Development Corporation to 
undertake joint ventures with foreign 
fisheries, were £7.2m ($13.4m). Prof- 
its for 1988 are expected to be £9m. 

The Falklands example shows 
‘hat it is possible to manage fisheries 
successfully, provided three facts are 
p in mind. (1) Left to their own de- 

s, fishermen will over-exploit 
stocks. (2) Those stocks are extremely 
inpredictable. (3) To avoid disaster, 
managers must have effective hege- 
mony over them. 

Imagine a fisherman who discov- 
*rs a new stock. Thanks to hard work, 
ke reaps handsome rewards. So oth- 

rs want to join the fleet. They too are 

rewarded, especially at first, when the 
xtra fishing pushes the size of the 
tock down to a level at which it is reproduc- 
^g faster than it did when unfished. 

Each new fisherman cuts the profits of 
hose already fishing and helps to deplete 

e stock. But while the costs of more inten- 
ve fishing are spread among the whole 
weet, benefits (though much reduced) ac- 
"ue to the fisherman who has just decided 
» join. At first those benefits make joining 
'orthwhile. Eventually the fleet is so big 
nat none of the fishermen makes much ofa 
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profit. The harvest and the profits reaped by 
each fisherman would be far greater if there 
were fewer of them. But then, that would at- 
tract more fishermen, with the inevitable 
consequences. 

Not even a monopoly will always hus- 
band its resources wisely. Dr Colin Clark. a 
professor of mathematics at the University 





Stocks are going down 


of British Columbia in Vancouver, has dem- 
onstrated several ways in which ownership 
can fail to produce prudence. 

Take a case in which the cost of fishing a 
small stock is low, while the value of any fish 
landed is high. Under such circumstances, a 
fishery could make a profit by landing the 
last fish in the stock. This, as Dr Clark 
points out, should be a rare event: one 
would normally expect the management to 
preserve the fishery for the future. But such 


behaviour could easily have accounted for 
the fate of the great whales. 


Since the thirteenth century, whalers 


have taken whichever whales technology — 
has put within their grasp. They wiped out — 


the northern right whale. More recently, - 


they might easily have exterminated the 
blue whales, if the International Whaling 
Commission had not agreed in 1972 to set 
separate quotas for each species. 


Quotad out of context 


In the old days quotas were set in terms of 


Blue Whale Units—one Bwu is equivalent to 


two fin whales, two and a half humpbacks or _ 


six sei whales. When a whaler came across a 
blue whale, he took it, no matter how few 
there were. He was out searching for more 
numerous whales, but it would still pay him 
to take the last blue whale if it turned up. 

Another cause of overfishing which Dr 
Clark has identified is the maximisation of 
present values. The fish stock is a re- 
source that provides harvests equiva- 
lent to annual rents. The fisheries 
manager can decide to catch all the 
fish now and invest the proceeds in 
something else. Or he can harvest 
some and leave the rest to provide 
next year's yield. His decision will be 
guided by the expectation of future 
yields. So he will discount future 
earnings by an amount that he thinks 
makes adequate allowance for such 
factors as interest rates, inflation and 
the certainty of the harvest. He will 
leave fish in the water only if their dis- 
counted value is greater than their 
present value. 

Dr Clark showed that if the dis- 
count rate is more than twice the fast- 
est rate at which the stock can repro- 
duce, the maximum present value can 
be obtained by catching the last fish 
and investing the proceeds. But, from 
a global (as opposed to private) point 
of view, it hardly seems logical to de- 
prive future generations of a renew- 
able resource. Clearly, fisheries need 
guidance based on more than eco- 
nomics. Biology, unfortunately, is not 
much more help. 

Every population—be it whales, white- 
bait or whelks—reproduces and thereby 
makes up for its members that are lost 
through disease, starvation and predators. 
The rate of reproduction depends, at least 
partly, on the size of the stock. If there are 
few animals, the numbers will increase 
slowly because only a few are breeding. If 
there are many, the numbers will increase 
slowly because food and other resources are 
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limited (which is why yields increase in the 
early days of a fishery). Somewhere between 
the two extremes is a happy medium. If fish- 
ermen can position the stock they are ex- 
ploiting precisely at this point, they will reap 
the maximum sustainable yield (MSY). 

The sy approach runs into difficulties 
because it is a "black-box'" model. Nobody 
knows why it behaves the way it does. Why, 
for example, does the rate of reproduction 
peak when the stock is roughly half the max- 
imum size which the environment could 
support? Is it because there is more food for 
each juvenile? Or because each adult can 
find a spawning place? Or something else? 

In an attempt to put more biology into 
the management of fisheries, analysts have 
come up with a different approach: the dy- 
namic-pool model. This takes at least four 
variables into account. It recognises that the 
amount of fish in the stock increases in two 
ways: new fish are born, and existing fish 
grow larger. And the stock decreases in two 
ways: fish die a natural death, and they are 
removed by fishermen. These four factors 
affect fish of different ages in different ways, 
so dynamic-pool models examine their ef- 
fects on each age-group. 

Both sorts of model suffer from a major 
flaw. When you study real fish, the size of 
the stock tells you little about the actual in- 
crease available to be caught next year. 
True, the more fish you have, the more eggs 
get laid. But getting laid is only the 
beginning. 

What matters to the fishermen is not 
how many eggs hatch into fry but how many 
fry grow big enough to be caught (in 
fishspeak: how many are "recruited to the 
stock"). Recruitment varies considerably 
from year to year. [n the North Sea, for ex- 
ample, about 3 billion plaice join the stock 
in an average year. But in 1962 the stock 
gained 12 billion new recruits. In most years 
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about 41 billion haddock join the stock; but 
the class of ‘67 numbered 375 billion. 

[n heavily exploited fisheries, it is these 
bumper crops that keep overblown fleets go- 
ing. The boomers are fished hard, and as 
they get older and pass through the popula- 
tion, the fishermen hope another boom 
comes along before the present one passes. 

There are exceptionally bad years too. 
For haddock, one is on the way now: recruit- 
ment from the haddock born in 1987 is less 
than 1096 of the average, the lowest for 
more than 20 years. This past year looks bad 
too. Fisheries ministers of the European 
Community will meet this weekend to dis- 
cuss reducing the catch from 185,000 
tonnes to 68,000 tonnes in 1989. 


The diary of a sardine 


Any fishery that is managed by quota needs 
advance information about the stock. To get 
it, most countries carry out pre-recruitment 
surveys. A research vessel fishes for the ones 
that usually get away, using a fine-mesh liner 
inside a normal trawl. The British August 
Groundfish Survey, which brought in the 
bad news about haddock, takes about 28 
days to fish at 100 stations, at a cost of about 
£200,000. This money buys information 
about recruits to the main stocks of bottom- 
dwelling fish, such as cod, haddock, whiting 
and plaice. It also estimates the abundance 
of fully grown fish in the stocks, thus con- 
firming the results of previous years' sur- 
veys. And from time to time it promises 
good years to come. 

For vears neither fishermen nor manag- 
ers nor biologists had the slightest idea what 
caused a boom. Now they are beginning to 
understand. A fish hatches with a full 
tank—the yolk sac that its mother provides. 
The yolk has to sustain it until it can find its 
first meal, then it has to keep finding food. 
[n the laboratory, fry turn out to need a con- 


centration of food hundreds or thousands 
of times greater than they would—on 
average—find in the ocean. 

Fortunately for the fish, such averages 
are almost meaningless because plankton is 
patchily distributed. Fry which find them- 
selves in a concentrated patch of plankton 
will survive. But this is not the end of their 
struggle: patches of rich plankton can 
quickly be depleted by a school of voracious 
fish, which must then find another patch. 
And schools of small fish are just the patch 
of food that larger fish are looking for to pre- 
vent their own starvation. Because the size 
of the parent stock has, at best, a tiny influ- 
ence on food resources and predators, it is 
hardly surprising that the number of eggs 
which survive to join the stock is virtually 
independent of the number laid. 

The key to analysing recruitment turns 
out to be a small structure called the otolith. 
This is a granule of chalk which rests against 
sensitive hairs deep inside in a fish's 
When the fish moves, the otolith gets 
behind for a fraction of a second. The move- 
ment of the granule against the hairs in- 
forms the fish of its position in the water. To 
a fish, the otolith is part of its guidance sys- 
tem. To a biologist, it is a calendar. 

Grind down an otolith and (with a mi- 
croscope) you see a series of concentric 
rings. Unlike the annual rings in tree trunks, 
otolith rings are laid down each day. Count 
back from the day the fish was caught, and 
you know the day it was born. 

A sample of otoliths from juvenile Cali- 
fornian sardines shows a strange pattern. 
Even though the adult fish spawn every day 
during the three-month breeding season, 
counts of the daily rings seem to cluster or 
just a few dates. For a fish which is to be 
recruited into the stock, those dates are ob 
viously the good ones to be born on. Wha: 
makes them good, it seems, is the weather. 

In calm weather the waters of the ocear 
do not mix much. The sun warms the 
face water, which floats on the col 
denser water below. The boundary is callec 
a thermocline. Plankton tend to accumulat: 
around the thermocline because it is th« 
cold water beneath which contains the nu 
trients they need to grow. Sardine fry which 
find a stable thermocline when they hatcl 
also find a rich source of food. When th 
wind comes up, it stirs the surface water 
and disrupts the thermocline. The nutrient 
in the cold water are mixed into the surfac 
layer, as are the plankton. Nowhere is ther 
a concentration rich enough to sustain the 
fry, so no sardines dating back to roug: 
weather turn up in the otolith surveys. 

The danger of variabiliry has alway 
been that, no matter how carefully you set 
quota, the risks of recruitment can ruin you 
plans. This is especially true when stocks ar 
depleted, as so many are. A couple of bas 
years can knock a stock so far down that 
becomes all but useless. Exceptionally goai 
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years can draw fishermen into the fleet, 
which, thus enlarged, then destroys the 
stock when the good years are over. 

It has taken some time for fisheries bi- 
ologists to accept the uncertainty inherent 
in the stocks they study. But now, having 
built their mathematical models, they can 
inject random variations and investigate the 
consequences. Managers who can say what 
they want will get clear predictions from risk 
analysis. If they are prepared to take, say, a 
1096 risk that the fishery will collapse during 
the next 50 years, the modellers will allow 
them a larger fleet and a bigger harvest. If 
the managers want more security—say a 1% 
chance of collapse over the next 100 
years—they will have to make do with a 
smaller harvest. 


Prosperity from Prospero 
Most fisheries biologists are pleased with the 
"precision that otolith counts and pre-e- 


M surveys can now afford their pre- 






ions. A few, however, are more icono- 
tic. Dr Jacqueline McGlade, a fisheries 
scientist from Cambridge University, argues 
«hat the return on investment in such re- 
search is all wrong. She points out that stock 
sizes are already known—plus or minus 
20%. If you tripled the research effort, you 
sould bring the error down to plus or minus 
M 096. So what? 

Dr McGlade would happily swap five 
imore biologists for an economist and, per- 
maps more surprisingly, an anthropologist. 
She argues that the key questions about fish- 
tries are sociological and economic. While 

he was working at the project-development 
wfhice of the International Federation of In- 
titutes for Advanced Studies in Maastricht, 
Jr McGlade developed a project called 
Prospero which will bring together experts 

om many different fields to see whether 
bo can come up with better approaches. 

How, for example, do you persuade fish- 

en to change their behaviour? As a gen- 
D rule, the closer they work to shore, the 

ore conservative they tend to be. But little 

; known about the kinds of arguments that 

wshermen will accept. Sometimes, their 

ommon-sense view of the world is at odds 
ith the scientific view. 

It is possible to show, for example, that 
re number of lobsters that are carrying eggs 
hen they are caught has little effect on the 

we of the future population of lobsters. 
omething else—food perhaps, or holes to 
e in—limits their numbers. It is also possi- 
+ to show that a larger mesh—to catch 
wader fish—will yield a more valuable har- 
mest in the future. The first idea is counter- 
tuitive, while the second seems obvious. 
et fishermen are willing to throw back egg- 
aring lobsters but reluctant to increase 
ime mesh-size of their nets. 
Then there are different types of skip- 
vers. Some are explorers, forever out seek- 
g new stocks of fish, but failing to exploit 
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them optimally. Others prefer to play safe, 
overfishing a stock they know rather than 
taking the risk of looking for a new one. 
Some skippers simply like to see fish coming 
up on deck. What matters is how many bas- 
kets they haul up, not how many are worth 
keeping. Such a skipper will be pleased 
when he learns on the radio that he hauled 
in twice as many fish as his neighbour, even 
if his neighbour kept more to sell at the 
dockside. How do you persuade such a skip- 
per to try a larger mesh? Dr McGlade hopes 
that Project Prospero, which is based at 
Cambridge University, will answer these 
questions and others. 

Free access guarantees over-exploitation 
and individual actions increase the risks to 
all; no wonder fisheries have been in a mess. 
As Dr John Beddington, director of the Re- 
newable Resources Assessment Group at 
Imperial College in London, puts it, the 
short-term goals of fishermen are incompati- 
ble with the long-term goals of a society that 
wants to own the resource. The United Na- 
tions Convention on the Law of the Sea 
gives governments the chance, if they want 
it, to have the upper hand. 

It allows countries to establish 200-mile 
exclusive economic zones (EEZs) around 
their shores. More than 90% of the ocean's 
productive capacity lies within 200 miles of 
land. So an EEZ lets a country exert a great 
deal of control over its fish. It can, for exam- 
ple, keep foreign fishermen out. 

That may not always be the wisest thing 
to do. Norway, for example, would be better 
off if it invited Soviet fishermen in. Con- 
sider the cod that live in the Arctic waters 
around northern Norway and migrate each 
year. [n spring the adults spawn around the 
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Lofoten Islands, off the west coast of north- 
ern Norway. Then they make their way 
north into the Barents Sea to recuperate. 
Currents carry the eggs and then the fry 
around Norway's North Cape and, by the 
time they reach the waters off Murmansk, 
they are juvenile cod. Here the juveniles 
stay, in quite shallow water, for two-three 
years until they are mature enough to join 
the adults. 


Coveting thy neighbour's cod 

Norway's worry is that the Soviet fleet has a 
healthy industry catching juvenile cod off 
Murmansk and is getting the cod before 
Norway has a chance. That is not what Nor- 
way should be worried about. The real prob- 
lem is that the fish caught by the Soviet fleet 
will never help to replenish the stock. They 
are also quite small. If the Soviet fleet was 
willing to swap its comfortable, year-round 
fishery close to shore for a seasonal 
endeavour far from home, and if Norway in- 
vited the Soviet fleet in, both countries 
would get a better harvest. 

The Arcto-Norwegian cod, however, is 
an exceptional stock. In most places, manag- 
ing your fish for your own fishermen is a 
good thing—providing you are willing to 
manage. Nowhere is that more clearly 
shown than on the Georges Bank, off the 
west coast of the United States and Canada. 

Before the advent of EEZs, things were 
bad on both sides of the border. The stocks 
had long been overfished and neither coun- 
try's fishermen made much of a living. To- 
day the Canadians do fairly well; the Ameri- 
cans are still just scraping by. American 
fishermen look north and see Canadians 
getting government subsidies, so they de- 
mand tariffs on Canadian imports. What 
they do not see is that the Canadian catch is 
better simply because the stocks are in bet- 
ter shape. 

After declaring an EEZ, Canada took the 
opportunity to impose tough regulations, 
kicking out foreigners and restricting the ef- 
forts of its own fishermen. It insisted on big- 
ger-mesh nets and—to make that more 
acceptable— provided subsidies for the new 
nets. America did next to nothing. It has no 
quotas, and does nothing to stop new fisher- 
men joining the fleet. All decisions are made 
by regional councils, which mix up so many 
disparate interests that they cannot reach ef- 
fective agreements. As a result, vields in the 
American portion of the Georges Bank are 
much lower than in the Canadian portion. 
Yet few American fishermen believe the 
government ought to become involved. 

Similarly, in the Gulf of Thailand there 
is an over-capitalised fleet that makes almost 
no money from a fishery which used to be 
extremely productive. The logical solution is 
to prune the fleet, but the big owners can 
barely keep up the payments on their 50- 
boat fleets. Their only thought is that they 
will never get by if they have only 25 boats. 
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SCIENCE AND TECHNOLOGY 
So the Gulf of Thailand remains a wasted 


resource. 

Some methods of government control 
work well. Off the coast of Western Austra- 
lia, boats set lines of pots for rock lobsters. 
The biology of rock lobsters is fairly well un- 
derstood. They are long-lived and join the 
catchable stock when they are two or three 
years old, so biologists can see the good 
years well in advance. Also, recruitment is 
fairly steady from year to year. All this 
knowledge helps, but it is the government's 
method of control which makes the fishery 
successful. 

It issued a certain number of licences 
once and for all, which fishermen need in 
order to land lobsters legally. Each fisher- 
man wants more lobsters; the government 
wants him to take fewer. The result is an 
elaborate lobster quadrille. 

The fishermen took the first step by pil- 
ing their boats with lobster pots. The gov- 
ernment then restricted the number of pots 
on a boat. The skippers bought bigger pots. 
The government ruled that the size ofa boat 
would determine the size of pot it could 
carry. The fishermen changed their boats. 
Or they left the pots down longer, so the 
government closed certain areas and re- 
stricted the season. But the fishery is quite 
small, and everybody knows everybody else, 
so neither partner leads the dance for long. 

Their elaborate quadrille does not alter 
the fact that a boat with a licence is worth 
twice as much as one without. There is no 
point in investing any more on equipment, 
and the cost of a licence is a disincentive to 
join the fishery, so those already in the game 
make more profit. 


Squids in 

A similar system operates in the deep water 
off New Zealand. There the prey is the Or- 
ange Roughy, a remarkably ugly fish which 
produces two fine filles. Nobody knows 
much about the Orange Roughy except that 
it lives near the bottom—more than Ikm 
down—in dense shoals. It may take a skip- 
per an hour to get his trawl down and an- 
other hour to haul it back up. But when he 
finds the right spot, a trawl of just ten min- 
utes will fill the net. 

The New Zealand government sets à to- 
tal quota and then sells the right to fish for 
part of it. Fishermen are free to use their 
quota or to sell it on to somebody else. In 
bad years the government has to buy back 
some of it. The advantage of such individual 
transferable quotas is that they allow fishing 
companies to plan their business. They 
know that they can catch, say, 6,000 tonnes 
a vear, so they set about catching it in the 
most efficient way. 

The Falkland Islands probably has the 
best-managed fishery in the world. Boats 
come from many countries to fish for squid. 
Most of the boats are jiggers, which operate 
at night with large lamps slung overboard to 
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attract the fish. Long loops carrying hooks 
are mechanically jigged up and down. Any 
squid caught is processed and frozen before 
the hook returns to the water to catch an- 
other. In a good season a boat can land 
2.000 tonnes of squid (which sells for $1,500 
a tonne). 

Squid are intriguing animals to manage. 
They breed after their first year and die soon 
afterwards. The biological goal of manage- 
ment is to ensure that there are enough 
squid left at the end of the season to renew 
the resource for next year. But the number 
of squid next year will depend far more on 
the climate and on the availability of food 
than on the number of adults that spawn. 

Given the short life of the squid, there is 
no time to count the stock and then set a 
quota. So the Renewable Resources Assess- 
ment Group recommended that. the 
Falklanders regulate effort rather than 
catch. A set number of licences is issued, 
and anyone with a licence is welcome to fish 
as hard as he can. The number of licences 
issued depends on the fishing power of the 
fleet, and their price depends on the effec- 
tiveness of each boat. If a fisherman appears 
one season with a technological improve- 
ment that increases this rate of capture, the 
number of licences will go down and the fee 
for that boat will go up. 

At the start of the season, the fishing is 
easy. If squid are abundant, it can stay easy 
for the whole six-month season. But if the 
stock is small, jiggers soon make their pres- 
ence felt and the rate at which the squid are 
reeled on board starts to drop. One condi- 
tion of getting a licence is that the skipper 
files daily data on his catch. That enables the 
biologists to keep a close eye on the catch 
rate, and to shut down the fishery if the rate 
suggests that the stock is approaching its 
prescribed limit. 

Dr Andrew Rosenberg, deputy-director 
of the assessment group, says that they could 
order the fishery closed down—and would, 


`» ra z 
ge eee PARN > 





oum a R et P T TP- ot / 


Fora happy ending, keep the party small 





if the circumstances seemed to call for it. li 
has not happened yet, but towards the enc 
of last season the Falkland islanders were 
faxing their catch reports to London ever) 
day. The group checked the stock assess 
ment daily, ready to order the squid boats tc 
quit if next year's parents looked in danger. 

The Falklands fishery works for mam 
reasons, but perhaps the most importan 
one is that it is completely new. There are nx 
traditions to be respected, and the manager 
can freely apply what has been learnt ove 
the past decade or so. For example, knowin 
that the catch is variable, they can hold th 
home fleet down to a level at which it i 
more or less guaranteed a profit every yeai 
while selling the surplus fishing rights for a 
economic rent. 

Most fish give their over-exploiters 
second chance. There are a few exception: 
some species do go extinct. The (so-callec 
common skate of the Irish Sea is one. It live 
for about eight years, has five young e 
year, and is an unfortunate shape: even 
youngest ones are fairly wide, so get tang 
in all the nets set for other fish. It could nc 
survive in the heavily fished Irish Sea. Bu 
on the whole, no matter how much of a me: 
you make, fish stocks will eventually recove 
if you leave them alone. 

Herring have returned to the North Se 
and now provide about 500,000 tonnes 
year. Unfortunately, while the herring we 
recovering, British tastes changed. Britis 
fishermen cannot sell their herrings 
home, so they are not much better off th: 
when herrings were scarce. But it is now pc 
sible to hope that managers will not g^ 
fishermen in the North Sea the chance ! 
destroy the stock again. They certain 
know enough not to. If Confucius was a fis 
eries manager, he would try to keep tl 
number of fishermen under control—ar 
teach them to accept a smaller catch tod 
in exchange for a bigger one tomorrow. 
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The new Minolta EP490Z gives you 
/o-color copying that's as fast and easy 
regular copying. 

Think of it. A copier that makes two-color 
pies in one quick scan. It's now a reality for 
ur business with the new Minolta EP490Z's 
qul-Color function 

Simul-Color makes two-color copies in 3 
t, easy steps. Simply set the Color Lever, then 
'ss the Simul-Color Key and the Print Key. The 
ult is a perfect copy in black plus another 
lor: red, blue, sepia or green 


XTA CAMERA CO. LTD Reprographi Product Operations 30. 2-Chome Azuchi-Machi H gashi-Ku, Osaka 54 


new Simu 


SO now you can say goodbye to ordinary 
color copying. No more waiting for two scans 
No more time-consuming procedures for desig- 
nating the color area. No more disappointing 
copies that don't really match up 

That's because the Minolta EP490Z makes 
high-quality two-color copies just as fast as it 
makes regular black copies, at a quick rate of 30 
copies per minute 

So contact your Minolta dealer about the 
new Minolta EP490Z with Simul-Color. It’s the 
world’s first practical color copier 





on Santa Office Machines 2. 
ui. Phone: (02) 50 


ad Fi, No 120, Sec 2. Chien-Kuo North Rood, Taipei 


sand kok Business MD Automation Co. Lid. 199/82-84 Vipawadee Rongsit Rood 


74 uthisam Fiy-Over), Bongkok 10400 Phone: 2710213 (5 lines) 


ralio Océ-Australio Ltd. PO. Box 196, 89 Tulip St, Cheltenham. Melb 3192 Phone 09-5844011 
Zealand Viko Holdings Ltd 33 Broadway, Newmarket, PO Box 220, Auckland | Phone: 03-505-449 


I-Color copying 





Wu» 
MINOLTA 








The Economist 
Intelligence Unit’s 


Line-up 

























EUROPE'S MOTOR 
J INDUSTRY: 1992 and Beyond 
The completion of the EC internal 
market in 1992 provides vehicle 
anufacturers with an opportunity to 
Structure their operations and to 
become more competitive in the 
ational arena. But will the iode nu 
è be seized? This report analyses 
the EC's internal market proposals 
their likely effects on the motor 
ustry, and looks at how competition 
m overseas will help to shape the 
arket: 

Special Report No. 1150. 

Price: £185 UK & Europe; US$365 
“North America; £188 Rest of World. 
“Published September 1988. 























n 







































| THE WORLD CAR 
M .— INDUSTRY TO 2000 

E Total world sales of passenger cars are 
I forecast to increase by 48.5 per cent to 
|. 46,533,000 units, between 1985 and 
| 2000: Strong growth in production 
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trends to 2000 assessing emergent as development process, supporte by one 

well as established markets. of Europe’s most advanced computer and 

information networks,under one roof. 
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NAorkers' lady 


IATCHERISM. Edited by Robert Skidelsky. Chatto & Windus; 213 pages; £18 


UST after Margaret Thatcher's third elec- 
tion triumph in 1987, the 12 British pro- 
fessors whom one would most expect sub- 
stted these papers on what had hit them to 
rwick University symposium. Only two 
rly liked Thatcherism (Lse’s rather hec- 
king Ken Minogue, Liverpool's misfore- 
ssting Patrick Minford), while four clearly 
ted it (Birkbeck's bright Ben Pimlott, 
lambridge’s too-hysterical Frank Hahn, 
id two socialists from dreaming spires). 
ie other six professors probably voted Al- 
nce, as is professors’ modern wont. 
Most natter on their subject without 
'ognising the import of the book's basic 
sd extraordinary statistic from Essex's Ivor 
ewe: between Harold Macmillan's 1959 
ed Mrs Thatcher's 1987, British manual 
erkers swung a net 10⁄2% from Hugh 
oum to Mrs Thatcher, while non-man- 

voters (like these professors) swung a net 
iš from Macmillan to Neil Kinnock. 
2uite simply," points out Mr Crewe, in a 
atence which makes nonsense of the five 

these professors who say the wicked 

man is dividing the country on class lines, 
ihe Conservative advance over both the 
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long and short term has been entirely within 
the working class". Thus it is that Mrs 
Thatcher, the only British prime minister to 
have created an intellectual "ism", swings 
2096 to victory in Battersea while Oxford 
refuses her an honorary degree. 

Salford's David Marquand is one of 
those who do recognise that Mrs Thatcher 
has gained more ground among dustmen 
than duchesses. He thinks this must be be- 
cause Thatcherism is a sort of British Gaull- 
ism—"born out of a growing sense of de- 
spair, reflecting the experience of a 
generation of apparent national decline”. 
He hopes she will fall when the great split 
comes in the Tory party between "those 
who want to sell off every cathedral close to 
Tescos in the name of the free market, and 
those who want to preserve them in the 
name of being British, or at least of being 
English". Oxford's German Ralf Dahren- 
dorf also thinks she has been most un- 
English in her attacks on institutions like 
the trade unions, local government, univer- 
sities and the BBC. The editing Robert 
Skidelsky says tartly and rightly that 


. "Dahrendorf's objections might have been 


voiced by any supporter of the old corrup- 
tion in the eighteenth century”. 

Mr Skidelsky has the most intellectually 
convincing explanation of the rise of That- 
cherism, which is that it arose mainly by the 
other side's default. Labour returned to of- 
fice in 1974, when it had not expected to, 
accidentally carrying a policy manifesto that 
"implied the elimination of the private sec- 
tor as the major force in the national econ- 
omy, not the best basis for exhorting busi- 
ness to invest in Britain". Harold Wilson 
therefore spent the next 18 months emascu- 
lating this promised policy, and buying off 
the trade unions by conceding their wage 
demands. That led to a sterling crisis and the 
negotiation of the IMF loan under humiliat- 
ing conditions, including three successive 
years of perceived falling living standards 
enforced by wage norms. The public-sector 
trade unions went on the rampage against 
this in the winter of discontent. “Did the era 
of Keynesian social democracy have to end 
thus", blubs Mr Skidelsky, “with garbage 
rotting in the streets, hospitals closed, and 
gravediggers refusing to bury the dead?” 

It did end thus, anyway, and with the 
old system of consensus corporatist govern- 
ment (thitherto supported by all the best 
people in Who's Who) in unmendable tat- 
ters. Growth per head had shown no in- 
crease whatever in Mr Wilson's years in of- 
fice. The expansion of state responsibility 
for making the economy work had gone 
hand in hand with the expansion of trade- 
union power to prevent it from working. 
Mrs Thatcher's single determination was 
that she would not tackle the problems “by 
attempting projects (like incomes policies) 
which cannot succeed". She therefore had 


to tackle them by a deflation far bigger than ` 


she originally intended, and in the process 
discovered that all the old problems of over- 
manning and ungovernable trade unions 
had gone away. 

The worst news for Labour therefore 
comes from the most intelligent Labour pro- 
fessor in this baffled dozen. Mr Pimlott says 
flatly that there can be no question of a La- 
bour party breaking free from the trade 
unions, because “what significance social- 
ism has in British society has largely been de- 
rived from the sluggish, massive opposi- 
tional force which the organisations of the 
most proletarianised work force in the world 
have, from time to time, been able to pro- 
vide”. He even quotes Ernie Bevin's lovely 
medical malapropism that "the Labour 
party has grown from the bowels of the 
trade union movement''. Exactly. That is 
why it has stayed in the shit. 
ee SS SS ee 1 
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Joseph Stalin 


In memoriam 


STALIN: MAN AND Ruler. By Robert 
McNeal. New York University Press; 389 
pages; $34.95. Macmillan; £16.95 


HE determination of Mr Mikhail 

Gorbachev to tell more of the truth 
about Russia's grim past means that history, 
in the shape of Uncle Joe Stalin, has come 
back to haunt the country. A new biography 
of the Great Dictator is therefore well- 
timed, although Mr McNeal's dispassionate 
history pales beside the passion of the de- 
bate about Stalin that now rages in Russia. 

Stalin was already a bit of a lout and a 
bully in his early politicking in Georgia. He 
eventually turned into a clever political in- 
fighter who equally cleverly reinterpreted 
Leninism, where necessary, to suit his own 
purposes. Mr McNeal rehearses again the 





The wall 


MOSCOW 





USSIA'S struggle to understand its 

past is taking new directions. Some 
35.000 Muscovites have just seized a rare 
chance to see an exhibition devoted to 
victims of Stalinism. The unprecedented 
show was the talk of Moscow in the eight 
days it ran at the end of November. 

A group called "Memorial" mounted 
the project with active support from Mos- 
cow News and Ogonyok, two pro 
perestroika publications, and more dis- 
tant backing from a party commission 
| studying the repressions of the 1930s and 
| 1940s. This commission is to consider 
| proposals for a "lasting memorial" to vic- 
| tims of the terror. 
| The exhibition was housed in a 
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big events of his career, ponders whether 
Stalin was mad (without coming to any firm 
conclusion either way) and, straining hard 
to find new insights into the man's charac- 
ter, considers the impact of the seminary 
style of Stalin's early years on the architec- 
tural monstrosities that he later bequeathed 
to many unfortunate Soviet cities. 

Yet it is not just Stalin the man who lies 
at the centre of the Soviet debate, but also 
the system of government and values that 
outlasted him. It would be encouraging to 
report that Russian historians have taken 
the lead in this great debate. They haven't. 
Only Mr Roy Medvedev, a dissident histo- 
rian and one of the few who wrestled with 
the Stalin legacy before such wrestling be- 
came fashionable, has had the courage to es- 
timate that perhaps 12m people died in the 
famines and purges that periodically con- 
vulsed the Soviet Union between 1927, 
when Stalin got a proper grip on power, and 
1953, when, mercifully, he died. At Mr 
Medvedev's count, perhaps 38m, a fifth of 





salmon-pink theatre serving as the cul- 
tural centre of the Moscow Electric Bulb 
Plant. In the hall was a map of the Soviet 
Union on which visitors had chalked 
names of camps. By the end of the week, 
some $80,000 in rubles had been tossed 
into a wheelbarrow as part of a collection 
for the permanent memorial. Visitors 
crowded into the room with the Memorial 
bulletin board: a wall of victims' photo- 
graphs, identity papers, or letters. A large 
red book was available for families to 
record details of relatives lost in the 
purges. For many this may have been the 
first time to confront the past in such a 
public, yet personal, way. 

On an upper floor were plans for a 








the Soviet population, had their liv 
blighted by Stalin in some way. 

Although Khrushchev first told tł 
Communist party of the enormity : 
Stalin's crimes more than 30 years ago, tl 
party has never trusted the Soviet people ! 
know much. Last year, on the 70th annive 
sary of the 1917 revolution, Mr Gorbach: 
bitterly disappointed his supporters amor 
Moscow's thinking classes by referring on 
to "thousands" of victims, instead of tl 
millions that most people can guess at. Tl 
reason is obvious. Although the Comm 
nist party has since rehabilitated several 
Stalin's most prominent victims, includii 
Bukharin, opposition to Stalin from with 
party ranks was based not on moral co 
demnation, but on economic rationality. 

When it comes to militant Marxism: 
and not just in the Soviet Union—hum: 
tragedy counts for little in the scales of h 
tory. Party people thus debated, acaden 
cally and arrogantly, about whether col 
tivisation and forced industrialisation W 
the best way to develop the Soviet Uni 
into a modern economic power; but or 
when Stalin turned on the party itself in t 
late 1930s did the squealing start. As ev 
Pravda recently put it, whose class inter 
did Stalin serve anyway? There was no co 
when he came to power. In many of t 
things he set out to do and the methods 
used, Stalin had the support of large s 
tions both of the party and of the industi 
working class. This explains why some R 
sians still hanker after the Stalin years, a 
time when things got done. 

Mr Gorbachev has now provok 
broad debate in the Soviet Union by tak: 
on the political and economic system tl 
Stalin built: a system that, with some f 
tuning here and there, still enjoys wide s 
port in the Communist party to this day. 
likes to refer back to Lenin for his ar 


monument, many by amateurs. Ther. 
were recreations of prison camps, great 
neo-classical tombs of the sort that mark 
military graveyards across the world, bro- 
ken and bloody Soviet symbols or, more 
simply, large sculptures of single, un- 
known victims. 

[n a special supplement on Memorial 
Week, Moscow News published letters 
from dissenting readers who hoped it 
would also be remembered that Stalin was 
Russia's victorious wartime leader. It pub- 
lished, too, a letter from an East German 
communist who lost his father in the 
19305, calling for a museum of the terror. 
Many Russian historians and writers 
would go further. They want a library and 
archive devoted to the purges. Their idez 
is to gather, where possible, the docu 
ments of the period, so that history once 
recorded cannot easily be reburied. 
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nents for change. But tha begs the biggest 
question of all: was Stalin merely a clever 
nanipulator of a machine devised, with all 
ts potential flaws, by Lenin? - 

All these threads i in the bigger story of 
stalin are picked up from time to time in Mr 
AcNeal’s book. Trritati ly, given the 
'ook's timing, they are ted as asides to 
he narrative and explored no further. But if 
tussians cannot look Xrians, even 
"estern ones, for a cleare: ew of their past, 
;here can they look?’ : 

One answer is to the TA and books 
hat were banned because they touched too 
aw a nerve in Com -party memory, 
ut which are now tricklin uncensored off 
he presses. Boo | 






















re impact of Stal nehition | growing 
p in the 1930s, have been serialised for the 
rst time in | Soviet literary journals. Alexan- 
a Solzhen syn 's works, including “Gulag 
fhipelago" and “The First Circle", are to 
*main banned, but there is still talk of pub- 
shing that parody of parodies of the Stalin 
ra, Orwell's "Animal Farm”. Similarly, cu- 
ators are now trawling through the base- 
sents of their galleries and museums and 
ading fine examples of the work of artists 
a the 1920s—sad testimony to the talent 
ke revolution wasted and which is now lost 
wit forever. 

- Yet a huge gap remains in Soviet think- 
> about Stalin, one that can be filled only 
w the revival of history-telling as a fd 
ed, respected and scholarly profession. Mr 

[cNeal’ s book, familiar id unremarkable 

cough much of its information may be to 
estern readers, will not be available in So- 
et bookstores. Since it was published, the 
alin museum in Gori, in the Soviet repub- 
* of Georgia, has been officially closed. 
‘hen it reopens, says the Ministry of Cul- 
re, the new display will give a more “objec- 
I account of both Stalin and Stalinism. 
b. will tell. 











enazir Bhutto 


‘00 few marrons 
Ilacés 


^ \UGHTER OF THE EAST. By Benazir Bhutto. 
amish Hamilton; 333 pages; £12.95. 
tblished as DAUGHTER OF DESTINY in 
merica by Simon & Schuster; $19.95 








MHIS book is the story of an extraordi- 
» Mary apprenticeship. Miss Bhutto has 
t taken her place as prime minister of Pa- 
n and the first elected female leader in 
slim world. Her autobiography will 
ore be bought not just for the tale of 
ut also for insights into her char- 
















Saintly daughter, sainted father 


acter. [hese are disappointingly scarce. 

The book has to start with the awful 
event that made Miss Bhutto what she is: 
the execution in 1979 of her father, Zulfikar 
Ali Bhutto, by Zia ul Haq, the man who de 
posed him. Miss Bhutto and her mother 
then took over leadership of his Pakistan 


People's party, and the daughter spent the | 


best part of the next five years in jail. 

It was evidently a terrible time. The cells 
had no fans and tiny windows in the blister- 
ing heat of Pakistani summers. Worse, the 
government might have killed her at any 
time; and at one point she says the jailers left 
poison in her cell to encourage her to sui- 
cide. They would promise that she could see 
her mother or sister, or tell her that she was 
being taken home; then at the last minute 
lock her up somewhere else. 

Miss Bhutto was eventually let out of Pa- 
kistan to be treated in London for a serious 


ear infection. There, from her flat in the 


Barbican, she brought out a magazine with 
her faithful journalist-retainer, Bashir Riaz. 
The party was left in the hands of colleagues 
of her father whom she did not much trust. 
In 1986 Zia lifted martial law, politics 
was possible and Miss Bhutto decided to 


take charge of the party once more. Huge, 


enthusiastic crowds met her in Lahore: it 
took ten hours for her to travel the eight 
miles from the airport to the Minar-e-Paki- 
stan, the monument commemorating inde- 
pendence. Once installed, she did her poli- 
tics—speaking at rallies, issuing standard 
statements condemning Zia, giving inter- 
views to visiting journalists—and waited for 
something to happen. It did, after this book 
was finished: Zia was killed in an air crash, 
leaving open the road to power. 

The story is full of natural drama, so it 
seems a shame that the ghost-writer has cho- 
sen a verbless melodramatic style. ("Dark- 
ness. Roaring in my head. Wave after wave 


of darkness.”’) As befits a melodrama, the 


characters are two-dimensional. The daugh- 





. tions unless they manifestly no nga wor! 


ter writes of "m father as a | wronged sain 
when from all accounts he was a wik 
tractive bully, a dium and a thug. 
Bhutto rails against the human-rights ab 
in Zia's day, yet her father's opponents: 
tortured too. Her countrymen would f 
more reassured if there were a hint that she 
acknowledges his mistakes. | 
Of her own character, the reader learns 
as little. She likes marrons glacés; but mos 
of the personal details are too worthy b 
half. Her thoughts in prison are of the elec 
tion of President Mitterrand and the dea 
of Bobby Sands. Bad decisions, such as het 
boycott of the 1985 elections, are blamed on 
others. The characters in the book divid 
into goodies and baddies: on one side, mem: 
bers of the family and party stalwarts; on the 
other, Zia's “henchmen” and former politi 
cal associates who switch sides, Betrayal as- 
tonishes her. If she judges politics as. this 
book judges the world, she wili not—despi 
her present pragmatism—last long. | 







































Britain's non-constitution 


When, and how? 


1688-1988: Time FOR A New CONSTITU. - 
TION. Edited by Richard Holme and Mi- 
chael Elliott. Macmillan; 198 pages; 
£29.50 e 


| FORTNIGHT ago, supporters of the: 
new Charter 88 movement staged à 
tiny, well-bred demonstration outside the - 
House of Commons. This is the book of the 
demo. The editors are a former Liberal party : 
president and The Economist's own politi. 
cal editor. The contributors are all leading 
figures in Britain's intelligentsia in internal 
exile, including Lord Scarman, William 
Plowden and Ralf Dahrendorf. Their: essays 
have the slightly forlorn air that attaches to 
political dissidents the world over. | 
As several of them acknowledge, would- 
be constitutional reformers in Britain have 
two problems, not one. One is the steady 
erosion of civil liberties, the increasing con: 
centration of governmental power and the 
excessive partisanship of the country’s pol 
tics (by Benn, as it were, out of Thatcher 
The other is that it is impossible to get any 
one but the up-market press to take a blin 
bit of notice of these developments. Michae 
Elliott argues for the ‘ specialness" of dec 
sions affecting both citizens' rights and the 
structure and powers of constitutional ac 
tors such as Parliament, the courts and the 
civil service, but then he adds: "those who: 
have argued for such a perspective on mod- 
ern Britain are duty-bound to pe that 
their work has been an almost total failure. 
The failure is easily accounted for 
Countries seldom change their constitu 









































or aanre sections eal the popula 

no longer put up with them (as in. parts oí 
the Soviet Union today). Neither condition 
is fulfilled in Britain, which, moreover, has a 
firm rule under which all power resides with 
whoever happens to have a majority in the 
House of Commons. The upshot is that con- 
stitutional reformers in opposition are 
transmogrified into constitutional conserva- 
tives in government. Lord Hailsham's com- 
plaints about "elective dictatorship” ceased 
the moment he became a member of one. 

Yet, as several contributors point out, 





'N 1980, 20 architects—all then little 
.known outside their profession—de- 
signed a cardboard street for exhibition at 
the Venice Biennale. This so-called Strada 
Novissima, part of a show appropriately 
called the "Presence of the Past", consisted 
of a series of facades, one with strange Doric 
columns, another with a collage of arches 
ind half-arches, still others with even more 
ieglected features of the classical building 
tradition. The street marked a turning point 
in twentieth-century architecture. Less than 
à decade later, classicism is the dominant 
: language in new building. | 

. This change has been sudden. When 
-the Strada Novissima was built, the tenets 
of Modernism—as laid down in Germany 
and France in the 1920s and 1930s—still 
prevailed, more or less. Modernism still pro- 
vided, to many architects, an overall sense of 
whether a building was good or bad. A new 
esign was judged by how clearly it ex- 








seems. International markets, especially cap- 


. Jencks, defined it as 


the cause may | not be quite as hopeless ¢ 


ital markets, are rapidly eroding British sov- 
ereignty and, with it, parliamentary sover- 
eignty. For that reason, 1992 is bound to be 
a political as well as an economic event. It is 

also possible that a hung parliament at some 
time in the future could persuade a com- 
bination of minority parties to concede 
what no majority party ever will. Constitu- 
tionalism, in other words, might be born out 


of chaos. But then it usually is. 
Anthony King 





i The classical tradition in modern architecture 


Vitruvius in Las Vegas 


pressed the structure on the outside and by 
how ingeniously it manipulated space 
inside. 

With the collapse of Modernism, that 
standard vanished. Fully-fledged Modern- 
ism was discredited; traditional architecture 
seemed hopelessly out of date; post-Modern- 
ism hovered unsatisfactorily between the 
two. One of its leading theorists, Mr Charles 
"part modern, part 
something else: vernacular, revivalist, local, 
commercial, metaphorical”. 
one knew quite what it actually was. 

Modern classicism has now begun to 
provide not just a lot of buildings with pil- 
lars on them but a new international style, 
Leafing through the pages of a recent 
guide—MODERN CLassicisM*, by an Amer- 
ican architect, Mr Robert Stern—new 
buildings are seen to be erupting everywhere 
with Corinthian columns, pediments and 
porticos. Here is Mr Leon Krier devising a 
new town, Seaside, Florida, 
basing the designs on local 
clapperboard houses; there, 
a new City Hall in a suburb 
. of Toronto, Mississauga, by 
the firm of Jones & Kirk- 
land based on a late eigh- 
teenth-century French pat- 
tern. In the rolling hills of 
New South Wales, Robin 
Espie Dods builds a modern 
classical villa. Even in Ja- 
pan, Mr Arata Isozaki 
adapts the geometric forms 
of classicism for his own 
purpose. Todays archi- 
tects, it seems, have visited 
the cemetery of ornament 
in which Modernism. had 
supposedly buried the past 
and come back as if they 
had been to a fairground. 

True, in doing so, they 


£28. Rizzoli; $45. 


No wonder no . 


"Thames & Hudson; 296 pages; - 






| un "Their Hea ele encompass ek 


from solid pastiches of eighteenth-centut 
manors to ndn blocks with billowing gla: 
walls and aluminium cladding. But moder 
classicism is not as diverse as it might seen 
However much the architects’ attitudes t 
the classical tradition may differ, none tri 
to escape it. 

Mr Jencks and Mr Stern dedo: d 
vide modern classicism into four parts. Tt 
earliest and best known is “ironic class 
cism’’—the kind associated with Mr Phili 
Johnson's Chippendale skyscraper or M 
Robert Venturi's new design for Britain 
National Gallery. Here, architects slap cla 
sical symbols on to buildings like jokes; tt 
buildings are full of columns and other refe 
ences to the past but these are applied ; 
decoration; splashy commercialism is 
trademark (one of Mr Venturi's books w 
called “Learning from Las Vegas"). "Fund 
mental classicism” is exactly the opposite 
uses the proportions and geometry of cl 
cism but none of the decoration. The buil 
ings of its leading exponent, Mr Aldo Ros: 
are so restrained that they often turn out 
pure squares, cones or cylinders. 

In-between comes so-called "latent cl: 
sicism’’. Its followers also use a strippe 
down version of classicism, so their buil 
ings look solid and traditional. But th 
have none of the reservations about usi 
modern materials that the fundamentali: 
have, so their buildings gleam with glass ai 
metal. Not surprisingly, this is a favourite 
American companies. 

Last comes the “canonic classicism” 
those, like Mr Quinlan Terry in Britain 
Mr Christian Langlois in France, who c 
sign houses as if nothing had happen 
since 1820. Their buildings sometimes gi 
the impression that modern classicism is t. 
preserve of cranks who have turned thi 
back on the twentieth century. It isn't. I 
just that Vitruvius, the Roman architectag 
theorist, might not immediately reco 
all his modern heirs. 








Lawrence of Arabia 


Desert song 


HE European powers, and Britain 
particular, have never had too cleai 
view of the process by which they set the b 
rolling in the Middle East in the black: 
days of the first world war. Legend, ratl 
than official records, gives the easier vic 
and none is more enduring, or more poj 
lar, than that of "Lawrence of Arabia”. 
London this month the National Porti 


. Gallery is mounting a centenary exhibiti 


devoted to him; his letters have just be 


.. published; and next year will see a huge n 


biography of T. E; Rising who remain: 














Turks o out of X Arabian i » 
was a convenient inve 
frontiers were being dra 
states created. Not ev 
the heroic image. W 
rence for the first time 
“half-baked” (a view h 
fed later, when he 
was illegitimate). La 
never been satisfactori 
achievement has still 
measured; no equiva 
awarded, before or. s 
and self-promoted acts-o 

- He was born at Trei 
on August 16 1888, the second of 
“Te was to prove a brilliant scholar and a po- 
ex tially gifted archaeologist. At Oxford he 
"recruited" by his lifelong mentor Da- 
"id Hogarth, keeper of the Ashmolean and 
he self-proclaimed “Wandering Scholar of 
he Levant". This was how Lawrence 
tarted, wandering through Syria and the 
„evant as an archaeological assistant be- 
ween 1909 and 1914. 

Within a few months of the E of 
war he was working for Mo (as it was then 
alled), the topographical section of military 
intelligence. He turned out to be that most 
Bangerous animal, a military-intelligence of- 
scer with a cause. In Cairo he worked with 
dogarth and others to set Up an Arab Bu- 
eau and to become the "engine" of Arab 
gevolt against the Turks. Not until late in 
916 was he able to put those plans into 
sractice by going down the Red Sea to join 
with the princes of Mecca—the Turkish-ap- 
sointed protectors of the holiest shrines of 
elam—to take part in the desert war. 

In the aftermath of the war, Lowell 

mas, an American propagandist, 

Bhed the myth-making process to the 
serge of absurdity. His lantern-slide lectures 
sn Lawrence filled the Royal Opera House 
> overflowing. Lawrence's own accounts of 
adventures moved Churchill to tears, al- 
‘ough Meinertzhagen, Allenby's field intel- 
@ence chief, and Freddie Guest, the post- 
r air minister, were present at one such 
nversation and found it “nauseating”. 
It should be said, in Lawrence's defence, 
he wanted to get away from it all and 
irn to archaeology. In 1919, according to 
etter of Sir Leonard Woolley that has orily 
t been discovered, he asked Woolley to 












































wench were in military charge by then, and 
“oolley would not risk having in his team 
one: who ; Dent would x sure to 


chim back at Carchemishi: But the | 





been à an unsung scholar. 
His letters show that his desert years 
were something of a myth for him also. He 
feared that he could not live up to them. Af- 
ter meeting Prince Feisal again, in 1925, he 
wrote to Shaw's wife that 
the Lawrence who used to go about and be 
friendly with that sort of people is dead. He's 
worse than dead. He is a stranger | once knew. 
From henceforward my way will lie with these 
“fellows here, degrading myself...1 long for 
people to look down upon me and despise me. 


Richard Aldington was the first of a small 


. but distinguished band of commentators to 


express the wish that Lawrence could be ac- 
corded due honour as a writer, and his feats 
of desert heroism be given due honour 
too—as literature. Only then would the 
myths surrounding Britain's formative role 
in the Middle East make way for an intelligi- 
ble record based not on the high jinks of a 
junior serving officer, but on the actual per- 
formance of senior—and sometimes deeply 
culpable— politicians and diplomats. 





Youth tribes 


-xport-a-punk 





HEN the list of Britain's most infu- - 


entíal contributions to the twentieth- 
century global culture is finally drawn up, 
"youth tribes" might well be near the top. 
The roll of honour is impressive—teddy 
boys in the 1950s, mods and skinheads in 
the 1960s, punks in the 1970s and in this 
decade a flurry of minor exports including 
new romantics, gothic punks and, perhaps, 
acid-house devotees. Punks now stroll in 
Moscow and skinheads in Milwaukee. 

Why Britain has become a style guru is 
no simple matter to explain. Such a small 
and densely populated urban society, some 
analysts say, is the natural breeding ground 
for these subcultures. Mr Dick Hebdige, a 
sociologist, believes that Britain's class 
bound society holds a clue too; both the 
flamboyant mods and the punks arose from 
a desire to break away from working-class 
conventions, and more may follow. 

Britain's reputation for eccentricity 
counts for something too. Young foreigners 
do not seem to copy Britain’s youth tribes 
out of any desire to be British—as was some- 
times the case in the “Swinging Sixties’ — 
but because they still look to Britain for 
iconoclastic ideas. Those tourist postcards 
showing a scowling punk alongside an ex- 
pressionless guardsman give some idea of 
what others look to Britain for. 

. The British excel, too, in packaging and 
marketing a trend as a discernible "tribe" 

with its own clothes, music and, perhaps, 
ideology. London's style-obsessed youth 


press seems to feel it has a duty to its readers 


to find at least one new subculture each 


po ean HE p ia cres 
~~ such cultures and tribes. Although Ch 


‘growth of music videos means that the loo 












invented acid-house music, it was Londo 
that gave it a look and a cult status. 

Why such apparently culture-boun 
movements spring up around the world : 
easier to understand. Communication 
technology has globalised youth cultu 
Pop music remains at the pinnacle, and: 

























of a trend can now be copied as quickly as i 
sound. New tribe members appear whereve 
the clubs, the music and the clothes shop 
cater for dens But, outside Britain, mem 
bers pick and choose among the speci: 
marks of the tribe; they are not bound t 
conform in every respect. In the affluen 
suburbs of Los Angeles, for example, ther 
is a brand of nihilist punk quite differen 
from the highly politicised British punk o 
the late 1970s, whose anti-racism was a ri 
sponse to growing support for the Nation: 
Front. And the crowds of polite young Japs 
nese rockers who gather in Tokyo's parks 
every weekend to preen themselves and 
dance to Elvis Presley are light-years away 
from the ones who wreaked havoc in Eng- 
lish seaside towns more than 20 years ago. 
Most foreign variants on British inven- 
tions go no further than the look alone. 
American teenagers who shave their heads 
and sport swastikas do so more to shock 
their parents than to embrace the racist ha- 
tred that Britain's skinheads favour. (An ex- 
ception is found in France, where the mob — 
of jack-booted French skinheads now acting 
as Jean-Marie Le Pen's bully boys have obvi- | 
ously gone the whole hog). Similarly, the 
punks who come into New York from the. 
Connecticut suburbs at the weekends have. 
adopted just the look, not the jobless, root- 
less way of life. British tribalism is worldwide © 
fun; and it seems certain that ‘Punk's Not: 
Dead" —whatever the case in London—will 
remain inscribed on jackets from Caen to. 
Kyoto for many years to come. E 
















































Have hair, will travel 






















IMPORTANT—TO BE RELEASED 
DECEMBER 20TH 


OECD ECONOMIC OUTLOOK NUMBER 44, DECEMBER 1988 


Provides OECD's major assessment of economic trends and prospects in 
OECD Member countries, developments which largely determine the course of 
the world economy. Forecasts are given for output, employment, prices and 
current balances over the next 18 months, based on a review of each Member 
country. Particular attention is paid to the policies that governments are 
adopting to solve present economic problems. 


12 88 44 1 1988 200 pages (approx) 
FF100 £11.70 US$22 DM43 


NEW FINANCIAL INSTRUMENTS: DISCLOSURE AND ACCOUNTING 


These new instruments provide lenders and borrowers new opportunities for profit, 
management of risk and increased liquidity, especially for those linked with exchange 
and interest rate fluctuations and with stock indices. However, these instruments are 
in themselves a source of risk which is not apparent from financial reports. This study 
closely analyses the opportunities and risks these new instruments present, and 
stresses the need for developing internationally compatible rules for accounting and 
disclosure. 

2188 06 1 1988 ISBN 92-64-13159-0 234 pages 

FF150 £18 US$33 DM65 


AGRICULTURAL POLICIES, MARKETS, AND TRADE: 
MONITORING AND OUTLOOK 1988 


This is the first annual monitoring and outlook report on agricultural policies, 
markets, and trade in OECD Member countries. It analyses recent developments, 
gives levels of assistance by countries and commodities, and makes 
recommendations. 

51 88 03 1 1988 ISBN 92-64-13126-4 228 pages 

FF100 £12 US$22 DM43 


INDUSTRIAL REVIVAL THROUGH TECHNOLOGY 


As new technologies permeate industry they will drastically alter production 
techniques and give rise to new products. This study examines the extent to which 
new technologies have contributed to the revitalisation of seven industries. The 
industries are: printing and publishing; glass; textiles; clothing; food processing; 
watch and paper industry. 

70 88 02 1 1988 ISBN 92-64-13103-5 228 pages 

FF100 £12 US$22 DM43 


SEND YOUR ORDER TO: 
United States: 


OECD Publications and Information Centre, 2001 L St NW, Suite 700, Washington, 
DC 20036-4095. Telephone 202 785 6323. 
































































United Kingdom: 
HMSO Books, PC16, Publications Centre, 51 Nine Elms Lane, London SW8 5DR. 
Germany, Austria, Switzerland: 


OECD Publications and Information Centre, 4 Simrockstrasse, 5300 Bonn. Telephone 
0228 216045. 











Japan: 
OECD Publications and Information Centre, Landic Akasaka Bldg, 2-3-4 Akasaka, 
Minato-ku, Tokyo 107. Telephone 03 586 2016. 


All other countries: 
OECD Publications Service, 2 rue Andre-Pascal, 75775 Paris CEDEX 16, France. 
Telephone 45-24-81-67. 
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Interest Rates: 
How Much Higher? 


Why do Forbes, Tbe Wall Street Journal, Business 
Week, Money and Barron's quote financial 
forecasts from Young's World Money Fore- 
cast? The answer is Richard C. Young's "unique 
analytical approach" to forecasting and his 
“uncanny accuracy.” 











Now in its eleventh year, 
Young's World Money 
Forecast is one of the 
most widely read busi 

ness and investment 
forecasting services. 










A three issue introduc 
tion is yours for next to 
nothing. You will receive Young's latest forecasts 
for interest rates, gold, currencies, the stock 
market and the U.S. economy. Just send this ad 
along with *1 and your name and address to: 


Young Research & Publishing. Inc. 
Federal Bldg, Thames St. y enpo, R.I. 02840 


me aae 


€D RLD MONEY FORECAST 
An D xluction for New Subscribers Only 


Call us for Books 
of American 
Publishers 

1-203-966-5470 


1-203-966-4329 
1-800-255-2665 


Toll Free U.S. 
At current exchange rates books of 
American publishers will probably 
cost you less. Call for information. 
CALL is your personal book- 
store at the end of the phone. Our 
experienced booksellers will help you 
with all of your special needs. 


€ Charge to Amex, MasterCard, Visa 
or send Stateside check 

e We ship anywhere in the world 

e Gift wrapping available 

e Mail orders welcomed 

e Corporate orders invited 

€ Open 24 HOURS every day 

e FREE Holiday Catalogue 


FREE monthly new title forecast 
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pp FROM THE ORIGINATORS 


THE ECONOMIC PRINCIPLES OF 
ADVANCED MANUFACTURING. 


NI THROUGHPUT ACCOUNTING. 


WM MEASURES OF PERFORMANCE 
FOR SHORT LEAD-TIME 
MANUFACTURING. 


FOR DETAILS OF SEMI INARS AND COURSES 
CONTACT: | 






dà i^ MOUNT, CAVERSHAM, i DNE BERKSHIRE. a^ 7RU 





THROUGHPUT ACCOUNTING 


Performance Measures 
Jor JI T Manufacturing 


Cost accounting is hazardous to your wealth! Traditional 
measures will not prevent you from investing in unnecessary 


increasing WIP. Throughput Accounting is a new method of 


manufacturing techniques. 
; It recognises the true rôle of inventory, and the relationship 
T between response times, quality and profit. 
||. The benefits achieved by some of the 40 companies who 
"E attended this course last year include: 

c0 s m 50% reduction in lead times 

9 Improved due-date performance 

a Elimination of work-in-progress' 

m Tripling of profits 
, For further details of the two day TA course for senior 
 decision-makers and other Throughput Management courses 


[1 Hoskyns Group plc, Hoskyns House, 130 Shaftesbury Avenue, 
‘| London WIV 7DN. Tel: 01-434 2171. | 

One of a series of courses on Hoskyns Throughput 
ay agement. 



























TELEPHONE: (0734) 476796 FAX: (0734) 461368 - 


technological developments on economic 


. equipment, dropping profitable products from the range, : 


measuring : factory performance that supports the latest l 


contact Stuart Pritchard, Hoskyns Manufacturing Education, 


A.. Templeton College - 
"VAS The Oxford Centre far Management Studies Oxford OXI S 








Oxford 
The C Oxford 







Development 
Programme 


8 January — 10 March 1989 







Course Directors: Roger Undy, Bob Vause 




































The Senior Managers Development Programme  - 
is a nine-week residential programme for U 
experienced managers of high potential. The 
programme design recognises the diverse needs 
of participants with different backgrounds, jobs 
and organisational settings. It is unique in the 
extent to which it encourages managers to 
pursue their own professional goals and 
obiectives within the context of a programme 
which extends their general understanding of 
ir add 


The programme is divided into two parts. 


Part. 1 — THE CORE 


The five-week CORE period covers Accounting - 
and Finance, Human Resource Management, 
Management Information, Marketing and 
Strategic Management. The review of the 
Business Environment includes. the impact of 


performance. Perspectives on Management cuts 
across traditional functional! and díscipline 
boundaries to debate the nature of management. 


Part 2 — THE OPTIONS 


The unique four-week OPTIONS Sedad offers 
participants the opportunity to shape and 
manage their own learning. They are able to do 
this with the help of a tutor who arranges 
individual tutorials, visits and study periods on 
specific topics of interest. The ability to combine 
scheduled. group sessions and individual study 
provides sufficient flexibility for participants to 
satisfy a wide range of individual needs. 


Price: £8750 + VAT Residential 


For further details please contact 
Mrs M Farnes 

Telephone (0865) 735422 

Teiex 83147 attn TEMCOL 
Teiecopter (0865) 736374 





































University of California, 


| GRADUATE SCHOOL OF BUSINESS ADMINISTRATION | [I Berke ley 
UNIVERSITY OF VIRGINIA | 





Executive Programs || | 1989 Executive Education Programs 


RE PETET "— — 
n pe à VE PROGRA iid Advanced Management Program 
P Charlottesville, Virginia, USA in Regulated Picus 
_ A demanding six-week educational journey shared June 4-16, 1989, Berkeley 
by senior executives from around the world. ee | 


Participants c come together to explore the challenges 
and opportunities that face business leaders 


Management Development Program 


today and into the twenty-first century. | | | July 23-28, Vm Berkeley 
“PACIFIC BASIN MANAGERS PROGRAM". I I- 4th Session 
June 4 - 16, 1989 | | . Competitive Marketing Strategies 


for High-Tech Products 
July 30-August 4, 1989, Napa Valley, California 


Batam Island, Indonesía 


An international nal general management course for 
the operating manager. The program covers 


the indivi a ni füpcbonad areas of Marketing, | 5th Annual 
Operations, Financial Control, and the latest 1 . Corporate Financial Management 
techniques for integration of these functions. | | | and Strate gy Program 
“MANAGING CRITICAL RESOURCES” | | | July 30-August 4, 1989, Napa Valley, California 
June 12 - 23, 1989 | | 4th Annual 
Cambridge, England | Competitive Marketing Strategies 
A problem-solving general management program | for Services 
for managers whose positions require an under- I m J | 
standing of other areas within the company, | July 30-August 4, 1989, Napa Valley, California 
and who must plan and coordinate their l | | | 
function with these areas. | 30th Annual 
i The Executive Program 


To receive individual brochures for these programs, 
return this form to: 


t mphéreasihaa deae niei,  eeamrüarumaam. aguin piejer nE AAAA HAIRY PECAN vitem Qnin iue Hui iium Mie itii MAN aai mapas isuduiuidee 


October 8-November 3, 1989, Berkeley Re € 


EXECUTIVE PROGRAMS (Dept. B) | 5th Session © 
. The Darden School University of Virginia | Competidve Marketing Sitatepies 
P.O. Box 6550 Charlottesville, VA 22906-6550 USA il B for High-T ech P. | ju t 


or call: Tel: (804) 924-3000 


Telex: 822422 UVADARDEN FAX: (804) 924-4859 October 15-20, 1989, Sturbridge, Massachusetts 


C "THE EXECUTIVE PROGRAM '89" || | Building Market-Focused Organizations 
O “PACIFIC BASIN MANAGERS’ PROGRAM" | November 5-10, 1989, Monterey, California 
O "MANAGING CRITICAL RESOURCES" 
I | rther jn ormation and a detailed PEETA contact: - 
ETC TT MED ECTS Sa n Betty R. Robinson, Assistant Director, 








NAME & TITLE 
| ponam Executive Education Programs, Dept. 194, Berkeley Business 
: 3 COMPANY ^ ^ ^ ^ 77 peter ere MS I NNI EIE eee ae ^] School, University of California, Berkeley, CA 94720, U.S.A. : 
l|. AWRES i Cas CM QM C CE CEEE PS Telephone: (415) 642-4735, ext. 194 


mr "NO | " — , Fax:(415) 642-2826 — 
THEPRONEq EM oz LE. vet | Telex: 910 366 7114 uc BERK BERK 
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On Henleys modular MBA course, participants have to 
do two in-service projects, to use the skills and theories 
taught in the College to solve real problems. f 

So course members argi their sponsors Can see the 
real value of the MBA. 

Plus for self-sponsored members, there's the opport- 
unity to be paid during the in-service rien For details, 
call the Graduate Studies Cris 

_ Information Office on 


0491-571454/571483. HENLEY, 


Vote E ME NT & XM 
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BEAR MBA Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 

Phone: 213 743-2272 

Telex: 4720496 USC LSA 
Facsimile: 213 749-5887 















WORLD BANKING AND FINANCE 
JMMER PROGRAM 


The Economica inati, Boulder, Colorado, U. S. A. 








TRAINING PROGRAM (for Mid-level Staff) 
June 1-August 16, 1989 (three, six, or eleven week programs) 
An intensive post-graduate diploma program designed to 
| meet the needs of institutions and government agencies con- 
cerned with international banking and finance. Courses 
taught by national faculty drawn from leading universities. 
Coursework: Comparative Financial Systems; Rural Finan- 
cial Markets and Agricultural Credit; Financial Statement 
Analysis; Structural Adjustment Policies; Capital Budgeting; 
Computer Techniques for Fiscal Policy Analysis; International 
Financial Institutions and Economic Development; Leasi ng, 
Borrowing, and Purchasing Decisions. 
Supplementary Coursework: English, computer applica- 
tions, leadership and entrepreneurship, economic theory, 
research methodology, statistics, accounting, management, 
and marketing. 
SYMPOSIUM (tor Senior Staff, Economists, and Educators) 
July 21-24, 1989 
Symposium Topics: Financial Sector Development, World 
Debt issues and Financing Human Resource Development. 


Held in conjunction with the 5th Annual Conference of the North 

American Economics And Finance Association. 

r^ Contact; 

75:12 THE ECONOMICS INSTITUTE 

EE 1030 13th Street, WBF-2, Boulder, CO, U.S.A. 80303 | 
M Telephone: 303-492-3000/Telex: 450385/Fax: 303-492-3006 | 

Established in 1958 under the sponsorship of the American eno 

Association; affiliated with the. University of Colorado. 









































COU! RSES 







| Are you keeping up your 
. ^) teaching approach with the | 
* | implications of the” — : 
(^, globalization process? 
-LÀ Are you aware of the new 
^ opportunities that information 
technology offers to teaching 
and learning methods? 

















































International 
Teachers. 
Programme 


.] 3 The International Teachers Programme (1.T.P.)'s 20 
[© years’ expertise in the management pedagogical field 
| ; and its tradition (more than 1050 alumni from more 
= than 75 countries) will help you develop your own 
| © potential through further knowledge of management 
Pe topics and improved teaching: technology skills. — 


of interfunctional knowledge 
for the management educators 
of the future? 


7 r The ITP is an intensive, 'six week (July 2 - August 12, 
= 1989), residential programme only for management 


ri and challenging environment. It is conducted i in English. : 


The 1989 edition is held at SDA, Bocconi University, 
| Milan (Italy). 


The. ITP is organized by a | consortium of nine major 
: business schools in Europe and in USA (Centre HEC, 
: INSEAD, IMI - IMEDE, IAE Aix-en- Provence, 

= London Business School, Manchester Business School, 
= NYU GBA, SDA Bocconi, Stockholm School of 

* Benoa), 


Contact us for more. details: 


INTERNATIONAL TEACHERS PROGRAMME (ITP) 
SDA BOCCONI | 
/. Via Bocconi, 8 - 20136 MILANO (Italy) 
= Te. 39. 2.8384.6625 - Telex 316003 UNIBOC | - Fax 39.2.8384.6300 


Please send me details on the International Teachers Programme 


nm"-—————  —-—————— € ER HARA AAR ean 


— E 


Country ... | 


er alee: MANAGEMENT t TEACHER? 


Are you persuaded of the need ` 


E educators. It provides a unique opportunity for sharing | 
| = and comparing teaching experiences in an international : 


"s ze. 















Similodon, Great 
Saber-toothed 
ud ager (extinct) 


Being Aggressive Isn't Enough. — q 


| Success takes careful planning, preparation, and a mind open to new ideas. 
Columbia Executive Programs has prepared more than 25,000 executives 


at every stage in their careers to accept new techniques and broader 

responsibilities with a sequence of one- to four-week programs taught by 

an outstanding faculty and guest experts at the cutting edge of their fields. 
If you want to succeed, be prepared. It's a jungle out there. 


| Save Program in Business 


Administration (EPBA): Managing | 
The Enterprise 

June 4-30, July 30- August 25 

Executive Program in 


| International Management 


October 1-27 . 


_ BUSINESS STRATEGY PROGRAMS _ 


Business Strategy 


International Strategy 
Apri 2-7 
Managing Strategic Innovation and 


| Change 
. March R- 17 June 26-30 (Lake Como, Italy) 


Management of Financial Services: 


: Strategy and Implementation 


April 23-28, November 5-10 


FUNCTIONAL PROGRAMS 


Accounting and Financial 
Management for the Non-Financial 


Manager 
| February 26-Mareh 3, October 29. November 3 


Financial Management 
September ELA 


1989 PROGRAMS 
PROGRAMS FOR. SENIOR - z Marketing Management 
EXECUTIVES. february 5-10, April 9-14, May 22-26 (Lake 


Como, Italy}, July 23-28, September 24-29, 
November 5-10 (Santa Barbara, CA), 
December 3-8 

Sales Management 

February 12-17, May 14-19, November 26- 
December i 

Human Resource Management 
March 5-10 


-Leading and Managing People 


March 19-24 

Marketing Analysis for 
Competitive Advantage 
September 17-22 

Operations and Production 
Management 

April30-May5 — — 

OTHER PROGRAMS Er dam x 
Master's Degree Prog ri ae = 
Executives — RU 
An Executive MBA program for REM 
managers _ 

Summer MBA 

A three-summer MBA program for talented 






young employees 
Special Programs 


Management programs tailored to specific 
-corporate needs 


c — are held at the University’ s mountaintop conference 
center located 50 miles north of New York City. Some are now also 
offered at Lake Como, Italy and Santa Barbara, California. 

For a catalogue, call (212) 854-3395, ext. 965, or write. 


A SYSTEM For LIFELONG CAREER DEVELOPMENT 


Columbia 


* 
Executive iuis Unsersty 
PE J New York, NY 10027 
Pro Telex: 271207 EXEC PROG UR 
| FAX 212-316-1473 





324 Uris Hall, Dept. A65 





Cuobimbia Umversity $x an POTITUS institution. 








ANGUAGES fi 
IN ONLY | 
60-80 








TOTAL NATURAL. IMMERSION 











5 with French participants für 7 
intensive days in the DORDOGNE 
— " Chateau LA VALOUZE > 
arua i RING US . 
fa ianauacesovece (Ra | J. L, Lefevre CIEL.BP.180 
ni _ 24490 LA ROCHE CHALAIS, France 
Nae Church Se. A Tel: 5391 44 28 
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JN CONSULTATION CENTRE 
YSTEMIC MANAGEMENT: TWO-YEAR 
PART TIME: COURSE: FROM JANUARY 1989 


Systems-based course for managers, ‘saan patterns of relationships in 
the work-place. The course uses systemic skills and Strategies to transform 
problems into opportunities for increased performance, 


SNFORMATION: KCC, 7 Kensington Church Court, London W8 45P. Tel: 
1-793 0148. 


. BUSINESS DEGREES 
in MANAGEMENT and 
MARKETING 


Graduate and undergraduate 
courses 









'** courses in small groups e each student followed individually 
» business-experienced academic team e faster progress with 
summer semesters 


ks oriented. MBA (Master of Business Administration) and 
(Bachelor). MIS (Master of information Systerns) and BIS 
(Bachelor). Courses in hotel management, communications, 
public relations and European languages. 





For information and application 








contact the Registrar 
THE CAREER 
SWITZERLAND BUILDERS 
MONTREUX 
Grand Rue 42 
UU CH-1820 Montreux 
sel: C-F32)3/238 10 82 Tet (+41)21/963 11 67. - 
pene ome ae GENEVA PARIS (Versaities) 
Tet: (4122/83 04 73 Rue des Chantiers 
pusseLs | SION 78000 Versailles 
Mig apio i Tek (+41 987/29 26 38 Tok (4331/20 21 1177 
Courses in French or English —— Courses in French or English 


jourses in French or English | 






European University isa member of the American Assembly of 
cnet Schools of Business 
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UNIVERSITY OF 
SOUTHERN CALIFORNIA 
Jois, SCHOOL OF INTERNATIONAL 
/ RELATIONS | 
UK PROGRAM 


| 

i 

| 

| “ee 

| * MA and Certificate Programs: 
i 

| 

l 








and F Policy A Sirateg 
* Evening ciasses for full or part time study * Year round admission 
* Entry in Fall, Spring or Summer. Please send course details to: 
Name 


RGR EEE RP posco neos ceci ctp eoe de E M docu BNE. QA fc al e dm E pu cR Fra E WEE Gg fa ee IRA AMA OR VI TE 


TUYON FUFLSNUNCNUSCNUNCICRCR (€ 09780 80 & ROUES CR vU a Fk E E o S CAUCA WR A Wm Rh VORUR OY. UR REOR Row og 


Inner Circle, Regent's Park, London NWI 4NS 
"or cali: Ob 487 7401 





UNIVERSITY DEGREE 


Le Dig IG pecrll uns card arte med Ula iad 
E Pn DN MEO PCMBPNGON 








$ A e you Wh CONGA vox your (degree 
l pe debe ime se tear gn 


Send detailed résumé on work ile and academic experience Tor a no 
cost evaluation. 


PACIFIC C WESTERN UNIVERSITY 


600 N N Sepulveda Sivd, Los eri 
Fax: 213/471-4456 








Phone: 213/871-0306 iex: 182315 
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UTE OF WORLD ECONOMICS 
Advanced Studies 








in International Economic Policy Research 
1 August 1989-31 May 1990 


Outline: 

@ compact, up-to-date information on the most important areas of 
international economic relations through concentrated courses 
given by internationally renowned university professors and 
through seminars given by leading representatives of internation- 
al organisations, domestic policy institutions and international - 
corporations; - 

@ profound training of skills pertinent to international economic. 
analysis, methods of empirical resean 
tion-gathering, the evaluation of economic policies and interna- 
tional business strategi 

@ designed for economists holding a university degree who are 

interested in a career in international business, governmental 

and intergovernmental organisat ions, academic institutions ete, 





















Deepak Lal (London) 
| Stefan Tangermann (Göttingen) 
| Gerd Hansen ( Kiel) 


Bruno 8. Frey (Zürich) 
Laurent L. Jacque (Minnesota) 

For detailed information write to: 

Institute of World Economics, Advanced Studies, 
Düsternbrooker, Weg 120, D-2300 Kiel 1, Ger ma 


Spe ialisations i in International Political Economy, 
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sh, sophisticated informa- - | : 





























ECONOMISTS 
IN HM TREASURY 
| . . to £16,345 


. We are seeking recent graduate Econo- 
mists to work on a range of macro and 
micro economic issues. The posts imme- 
|. diately available are in the areas of 

| — analysis of macro-economic policy 

| — analysis of current developments in, 
| and forecasting, the domestic 








of the wo. | ld economy and 





| — analysis 
|]. . international economic issues 
"There will be opportunities to move 
between these areas and to other posts, 
| working on taxation issues and the mi- 
. | -ero-economics of industrial and publie 
.| service programmes. © 
| We are looking for individuals with a 
| good economics degree (first or upper 
| second class honours) or a relevant 
| post-graduate degree. Good communi- 
cation skills are essential. 7 
Selection will be by interview. The ap- 
pointments will be for up to one year 
. with possibilities of permanent estab- 
 lishmentlater. — — — 


| Finance Advisc E 


The Agency for International Developments Regio al 
.. Housing and Urban Development Office in Asia is recru 


program in South Asia. The first position to be filled will be 


Advisor's role will include advising on the developr 


. United Kingdom | 












Housir | | | n Asia is recruiting 
US citizens as resident advisors in housing finance for its 










initially based in New Delhi, India, on a two-year contract 

starting in March 1989. Additional positions in Pakistan and 

Sri Lanka may become available later. The Housing Fin: r pr 
nto 


local housing finance institutions, assisting in the creation 





of programs promoting housing and urban development 
for low income families, assisting the implementation of 
AJ.D.'s Housing Guaranty program, and co-ordinating 
training and consulting services related to the fore- 
going activities. Applicants should be US citizens possess- 
ing at least a Masters degree in economics, finance, busi- 
ness administration, or a related discipline plus a minimum 
of five years' experience related to housing finance or 


housing and urban development. Preference will be d 
t 







to applicants with prior relevant experience in less deve 


oped countries (especially South Asia) and those witi 
longer experience in housing finance institutions. US citi: 
zens ean apply by sending a résumé (or US government 
form 171), a complete salary history, and statement ol 
availability to: 
U.S.A.I.D. 
Advisory Search. 
RHUDO/Asia . 
PO Box 47 
APO San Francisco 
CA 96346-0001 


Deadline for receipt of applications is January 6, 1989 





HEAD OF RESEARCH 


Amnesty International needs a Head of Research to manage the 131 


research and legal staff at the International Secretariat in London 
S/he is responsible for the maintenance of the quality and impartialit 
of Amnesty International's information, published material, and ap 
proaches to government, and for the consistent application of agree: 
policies and advising on their development. S/he is responsible fo 
ensuring that the International Secretariat's country programs ag 
work with inter-governmental organisations are properly planned 
the context of global and regional priorities. 

The Head of Research must have sound political judgment and 
sensitivity to the political, legal and social situation in different parts t 
the world in general, and to human rights issues in particular. S/h 


must have experience of collecting and assessing information, an 


reviewing the work of others. The Head of Research must be fluent i 
English and should have a good working knowledge of French « 
Spanish. S/he must be able to communicate well in writing and i 
speech, and must be sensitive to the needs of the internation: 
multicultural environment. 


SALARY: Starts at £18,198 per annum. 

Closing date: 27 January 1989. 

Interviews scheduled for mid February 1989. 

For further information and an application form, please contact: 


Personnel Office 

Amnesty International 
International Secretariat 
1 Easton Street | 
London WC1X 8DJ 





Tel 01-8373805 7 
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licy & Planning (EPP) 






Jonesia 

Horida State University invites 
ear position in Jakarta, Indone- 
ir to the Ministry of Education 
he EPP Project's purpose is to 
Indonesia by increasing the 
f- policy analysis. The project 
increase staff capacity for policy 
mal management, (3) conduct 
ssist Center for Information 
nt.to policy and planning, and 
anning and information systems 












improve the qua 
institutional cap. 
strategy has five.r 
research analysis 
studies on key polic 
Systems in esta 
(5) support experime 
at the provincial | 
Senior Policy Analy 
ucation policy an 






















iclude a PhD or equivalent in 
mics, or international education 
st nd HW inomics of education or human 
pource economics. Should have experience working with Educa- 
Yon Ministries in foreign countries and strong quantitative data 
analysis and policy rese, ills. Salary is competitive and based 
on experience. USAID: enelits include post differential, housing, 
utilities, education alloy 
indonesia) will be pro 
including current vita a: 
qualified Candidates b 


































f necessary. Letters of application 
ry history are invited from suitably 
lary 1989. zs 
Nominations and applications should be sent to: Dr John C. Bock, 
USAID/IEES/EPP Project, Center for International Studies, Learning. 
pystems Institute, 204 Dodd Hall, Florida State University, Talla- 
hassee, Florida 32306-4041, USA. © mM We rS 


Florida State University is an Equal Opportunity, | 








Affirmative Action Employer 








.| Professionals with multidisciplinary backgrounds | 
|. who are interested in opportunities to help build the 
| essential link between technology and business 
. Operations should know about SRI INTERNATIONAL. 


We provide leading-edge technoeconomic research: 
| and consulting services that assist client manage- 
| ment make crucial strategic business decisions. 
Clients turn to SRI INTERNATIONAL for information 
and guidance on such matters as globalizing business, 
improving existing technology to meet changing ` 
market requirements, growing established and new 
businesses, and creating technological innovations 
to achieve strategic objectives. In addition, we — 

































, tc. Language training (Bahasa . 














UNIVERSITY OF WARWICK 
INDUSTRIAL RELATIONS RESEARCH UNIT 
SCHOOL OF INDUSTRIAL 

AND BUSINESS STUDIE 










Applications are invited for a number of full-time research pasts, two. 
which will be available on secondment, in the ESRC-supported. industr 
Relations Research Unit. The Unit welcomes applications in ary area of it 
work, information on which is available in the further particulars, but f 
particularly keen to receive applications from those interested in developing | 








the Unit's work in the socio-legal aspects of industrial relations. DE 
Applicants should have experience of empirical research ins industr 
relations or related subjects. They will also be expected to produce eviden 
_ of their ability to write high-quality reports of research material. For posts 
socio-legal research, a background in labour law will be an advantage. > 
The appointments will be within the Research Range 1A (£9,865-£15,720], 
Research Range H (£14,500-£19,310) and Research Range ili  (£18,290- 
£22,190). Appointment to the two more senior levels will be made only to - 
those who can demonstrate their ability to work independently and to. - 
-develop their own research projects; candidates should be prepared to... 
submit proposals for the research that they would undertake. . GE 
Three posts are available immediately, although the starting date is flexible, 
and the appointments will last until the end of September 1993. The two 
posts on secondment will be. available from 1 October 1989 and the 
| appointments will be up to two years duration. us 
.. Those interested in applying are encouraged to contact Professor Keith 


Deputy Director, on ext 2742, for an informal discussion. Application forms 


clearly on envelope). Closing date for applications 31 January 1989. 
i „ILAN EQUAL OPPORTUNITIES EMPLOYER —— 


In the world of global commerce. . . 
success requires the meeting of two minds. . . 
Technology and Business. 


help clients evaluate and rationalize their organiza- - 
tional base to improve corporate performance. 

If you have a thorough understanding of the inter- 
play between technology and business dynamics, 
and at least 10 years of senior level corporate man- 
agement or consulting experience, write to us. Our 
truly global team offers many opportunities for pro- 
fessionals as we continue to build our offices in major 
cities throughout the world. 


Send a resume highlighting your multidisciplinary 





experience to: World Recruiting Center, BS-190, SRI 


INTERNATIONAL, 333 Ravenswood Ave., Menio 
Park, CA 94025. An equal opportunity employer. 
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Sisson, Director of the IRRU, on 0203-523523, ext 2700, or Dr Paul Edwards, E 









and further particulars are available from the Registrar, Universityof Warwick, =f 








Coventry CV4 7AL (0203 523627), quoting Ref No 18/6A/88/43 (please mark | 























APPOINTMENTS 
























SENIOR BANKING AND 
CREDIT SPECIALISTS 


Long-term positions based on North African and Middle East capitals. Two positions currently 
open in Egypt: (a) Agricultural Credit Specialist, with extensive experience n duction loan 

















rar “HC. TP review, developing lines of short-term credit for irrigated agriculture. (b “inancla! Capital 

POLICY STUDIES INSTITUTE Markets Specialist, with direct Treasury experience, including tracking Rv) projecting ee 
| RESEARCH OFFICER needs and experience in accessing capital markets. A l 
; » -- Other assignments upcoming in other countries. 


Ali positions require a minimum of ten years’ professional experience, senior management 
experience; international consulting experience preferred. 


AGRICULTURAL ECONOMICS, 
FINANCE AND CREDIT SPECIALISTS 


Three year positions based in Bamako, Mali, on USAID-funded rural credit and extension project. 
PhD, MS or MBA with ten years’ experience in integrated agricultural development p iects in 
Africa. Fiuent French required. 


RESPOND IN WRITING BY 23 DECEMBER TO: 


The Policy Studies Institute seeks to appoint a Research Officer to work 
with a Committee on Central-Local Government Relations, on a study of 
the impact of the current changes in local authority finance. The 
Committee is funded by the Joseph Rowntree Memorial Trust. Applicants 
should have a background in the social sciences and experience of 
empirical research, preferably with reference to local authorities. Salary 
in the range of £10,325-£12, 720 including London Allowance. 


|. For further particulars and an application form write to Elizabeth Lad 
Worth, Policy Studies Institute, 100 Park Village East, London NW1 2000 M STREET, NW. SUITE 200, 
3SR. Closing date for applications January 9, 1989. PSI is an equal MAT ERE 


- opportunities employer. TELEX 440361 CHNC Ul. FAX (202) 331 8202. 
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Director General Designate: 
will depend on the Water Bill 
this your organisation would thes 
formally in September 1989. The: 
years, but this may be renewed. 
4 pplicants will require a strong appreciation of the 
*s and practice of regulating monopoly utilities, of 
; and consumer affairs and sound judgement in 













a nominate candidates, are invited to wtite 
D MEN Barry Curnow, Chairman and Chief Executive, A 
. Department of :32 Aybrook Street, London, WIM 3JL, Ref 710 


the Environment 2! December 1988. e 
S 7 e ty [he Gi 'rnmentis n Equal Opportunity employer. 























| THE ECONOMIST DECEMBER 











SALES/SALES MANA 

First-year potential’ £50-1 

soon-to-be-establisherd 
US advertising/marketii 
of supermarket operati 
stratable successtul sale 
ment. Please send parti 
dent, EMQUAD Internatio 
Linden Place, Suite 367, Gre 





York 11021, USA. | 








We invite applications for October 
5089 for“ these one-year pro 
-zmes which provide a rigorous 
hing from specialists of interna- 
ional repute. Courses available in- 
lude: Applied Statistics Using 
-Omputer Packages; Advanced Eco- 
somic Theory; Growth and Devel- 
spment Theory; Project Appraisal 
ind Planning; Money and Develop- 
nent; Trade and Development: Ir- 
ernational Finance; Labour in De- 
loping. Countries; Urban and 
segional Economics, and Economic 
Jevelopment of South East Asia. 


sor further particulars write to the 
sraduate. Office, The Registry, The | 
Jniversity, Canterbury, Kent CT2 
NZ, England, or to Professor A. P. 
‘hirlwall, Keynes College, Universi- 
a : Kent, quoting: Reference No. 

;89/3 
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‘ME STUDY COURSE in economics. 

O-lesson study that will throw fight 
today's baffling problems. Tuition 
#—smail charge for materiais. Write 
‘ry George Institute, 121 E 30th 
t, New York, NY 10016, USA. 










- D AY GMAT COURSE 






















THE EUROPEAN INVESTMENT BANK 


is the banking institution created by the Treaty of Rome to 
finance investment promoting the balanced development 
of the European Community. In keeping with the terms and 
limits of various agreements and conventions, it also 
finances investment in 12 countries in the Mediterranean 
region and the 66 countries signatory to the third Lomé 
Convention. 

Its staff work in multinational and pluridisciplinary teams. 


The Bank is seeking for its offices in Luxembourg: 









(m/f) (Ref.: ET 8802) 


Tasks will include: 











a) drafting of in-depth reports on capital market developments; 


b) research in financial topics affecting credit institutions; 
c) analysis of portfolios of fixed-income securities. 


Qualifications: C] post-graduate qualification with specialisation in finance (M.A., 
Ph.D. or M.B.A.); C atleast, three years professional experience, preferably in a 

financial institution; © in-depth knowledge of the financial markets; L] solid back- 
ground in applied mathematics and quantitative methods; O good communication 


Skills featuring clarity and concision; (^ capacity to work with 


or French as well as a second language of the EC. 


out difficulty in English 


The Bank offers very attractive terms of employment, a generous salary commen- 
surate with qualifications and experience and a comprehensive welfare scheme. 


Applicants, who must be nationals of an EEC member country, should apply in 
writing enclosing a detailed curriculum vitae, together with a recent photograph, 


quoting reference, to: 

EUROPEAN INVESTMENT BANK 
Recruitment and Training Division 

boulevard Konrad Adenauer 100 

L-2950 LUXEMBOURG. 

Appplications will be treated in strictest confidence. 








anuary 9-12 and 16, 6.30- 
30pm, at South West London 
ege in Tooting Broadway, 
N17 OTQ. £225. Phone Kay 
mobbing on 01-677 8141, ext 
WEST LONDON is an ILEA college 


















el and time available. 






MANAGING DIRECTOR 

major US real estate 

finance company 
Retired after career in commercial property _ 
fi bt. equity and hybrids, seeks new | 
Challenges and opportunities as advisor and/or 

director for foreign or domestic institutions. 

Write Box 88. The Economist, 10 Rockefeller 
Plaza, New York, NY 10020. | 





















REAL ESTATE/ 
FINANCIAL CONSULTANT i 
PhD (real estate), MBA, LLB, BSCE: Securi- 
ties Licences 7, 24, 27, 63; RE broker 
Contractor, University Finance Professor, 
NASD arbitrator; Practising Certified Financial | 
Planner. Registered investment Adviser. Age 
44. Conversant on al investment activities 
including portfolio analysis, economics, tax- 
ation, pment, stocks, bonds, estate 
planning, etc. Available nationally/internation- 
ally to plan, Bis Aaa negotiate or arbitrate 
complex financial/investment matters on con- 
tract basis. Other possibilities considered. 
E. Moody, 401 Holand Way #230, Oakland, 
CA, 94621, USA. Tel: (415) 430-8121. 
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ASSOCIATE DIRECTOR 
Engineering and Public Policy 


The NATIONAL ACADEMY OF ENGINEERING is seeking an 
associate director for its Program Office Responsibilities 
include development and direction of technical and policy 
Studies on engineering and the environment, technology and - 
industrial competitiveness, and engineering education. Re- - 
quires PhD or equivalent in engineering, | 
policy, industrial economics, or a related field and at least four 
years related experience. Demonstrated strong analytical .— 
orientation required. Broad knowledge of the organisation of. 


industrial R&D, engineering applications, environmental pro- x | 


tection, and government technology policy hi hly desired. 
Excellent writing and oral presentation skills also required. 
Starting salary in the mid to high 40's depending on experience 


and qualifications. We offer an exceptional benefits package |. 
including paid relocation to the Washington DC area. Please .— 


send résumé/cv and salary history in confidence to: 


ram Office, NAS 304 BG, 2101 Constitution Ave, _ 


NW, Washington DC 20418. EOE. 


business, public 






















UNIVERSITY OF WARWICK 
INSTITUTE FOR EMPLOYMENT RESEARCH ~ 

Research Associate/Fellow 
- Senior Research Fellow | 
Applications are invited for two research appointments in the Institute. One 
will involve. working on the Institute's main programmes of labour market 
research. The second (at research associate level) will be to work on a DHSS 
| project, funded jointly in the IER and the INSTITUTE FOR MANAGEMENT 

-RESEARCH AND DEVELOPMENT (HEALTH SERVICE RESEARCH UNIT), 
on the relationship between the National Health Service and the labour 
market, with particular reference to the demand for and supply of nursing 
kills. Candidates should have a good degree in economics, preferably at 
postgraduate level, and a strong interest in applied research in the labour 
market field. For a senior appointment, substantial research experience in 
ibour/industrial economics would be required. The appointments will be 
for up to three years in.the first instance, commencing às soon. as. possible. 


(£9,865—£15,720) depending on age and experience, for a research 
associate/fellow and range ll (£13,675—-£18,210) for a senior: research 


seek a period of secondment are encouraged to apply. As a matter of general 
policy the Institute is willing to consider applications from those wishing to 
work part-time. Those p dd. to discuss the appointments informally are 
: pis | to contact the acting director of IER, Dr Derek Bosworth, on 0203 
2523977. | | 
Application forms from the Personnel Office, University of Warwick, 
- Coventry CV4 7AL (0203 523627) quoting Ref No 18/A/88 (please mark 
| clearly on envelope). NE 
pe 00 Closing date for applications 6 January 1989... 

AN EQUAL OPPORTUNITIES EMPLOYER 





INLOGOV 


the public sector. 


J. an appointment as soon as possible. 





| (Commerce), Unive 


1915. 


AS 


Salary will be within the Research Ranges IB (£8,675—£11,680) or IA - 


fellow. Those who hold academic appointments at other institutions but. | 


-. — An Equal Opportunity Employer. 





School of Oriental and 
African Studies 

University of London . 

TRAINING FELLOWSHIP IN THE 
ECONOMY OF KOREA | 
Applications are sought for a Training 
Fellowship in the Economy of Korea 
tenable for up to three years in the 


- Department of Economic and Political 


Studies at the School. Applicants pos- 
sessing an MSc or good honours de- 
gree in any field of economics are 
invited to apply. The person appointed 
will be expected to become proficient in 
the Korear language, conduct re- 
search and publish on the economies 
of both North and South Korea. 


“The appointment will date from 1 April 


1989 or as soon as possible thereafter. 
Salary on the Lecturer A scale £9,260- 


£11,070 depending on qualifications 
| and experience plus London Allowance 


of £1,650 per annum; membership of 
Universities Superannuation Scheme 
is invited. 

Further particulars and application 


forms are obtainable from The Secre- 


tary, School of Oriental and African 
Studies, Thornhaugh Street, Russell 
Square, London WC1H OXG, to whom 
applications should be submitted by 20 
January 1989. 





| UNIVERSITY OF BIRMINGHAM 
-SCHOOL OF PUBLIC POLICY 


INSTITUTE OF LOCAL GOVERNMENT STUDIES 
LECTURESHIP — 


The institute of Local Government Studies is seeking a Lecturer in the 
Economics of Public Policy, with special reference to the local public sector. 
The person appointed will be expected to contribute to the Institute's 
teaching, research and consultancy activities in this area. 


Applications are Invited from those trained in economics or other relevant 
disciplines or with appropriate professional qualifications who are interested 
_ in applying their skills to current Issues and problems of local government and. 


The appointment, which will be for two years in the first Instance, will be on 
the Lecturer Scale £9 260- £19,310 (plus superannuation). Itishoped tomake 


- Further particulars and application form from the Assistant Registrar. 
: ce rsity of Birmingham, P O Box 363, Birmingham B15 21T, to. 
. whom the formshouid be returned by 27 January 1989, quoting reference C / 


GRUAUD LAROSE 1975 70 cast 
£195 + VAT, LA LAGUNE 1970 : 
cases £300 + VAT. B. Prince, Milde 
hall (UK) 0638 712799. E 





ACCREDITED AMERICAN PhD: ? 
relocating. Individualised Programs 
Guidance. Consultant. Box 6900€ 
San Antonio, TX 78269. ^ 








LONDON 


South Kensington 
Luxury fully furnished one and two bed Hats à 
quiet Cul-de-sac off Queens Gate. Resident manag 
er, direct dial telephones, video security att 
colour TV. Weekly rates from £266 to £560 ph 
VAT. 

Full details: Office tel 01-902 8151. Office fax P 
| 960 15135. Office telex 893095, Resident manage 
' 91-225 0184, fax 01-225 6280. | 































DO YOU HAVE AN EYE 
= FORAGOOD — 
BUSINESS OPPORTUNITY 
if so, and you are looking for d 
fices/accommodation (with busine: 
support facilities); we can supp! 
both for a week for the same pri 


as a night's stay in a London hotel. 
For further details ring 01-226 668 


AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seet 
manuscripts of ail types, fiction, not 
fiction, poetry, juvenile, scholarly ar 
religious works, etc. New authors we 
comed. Send for tree booklet. 


S92, Vantage Press, 516 W, 34! 
Street, New York, NY 10001 USA 


SURPLUS 
LAND 
Derelict and vacant land, « 
unused buildings want 
Write: Nicholas Ayerst, of 
Astwood * Mews, Londc 
sw? 4DE. Tel: 01-3; 
3563. 















Readers are 
recommended 
to make appropriate enq 


ries and take appropriate z 
vice before sending any mc 


RSITY OF MELBOURNE 




















INDIAN INSTITUTE OF MANAGEMENT CALCUTTA / : 
OF ECONOMICS | FACULTY POSITIONS 


to à Chair of Economics which will be vacant as Applications are invited from indian Nationals for teaching positions | 
lessor]. O, N, Perkins. (Assistant Professors and Professors) in the following areas: | P 
cord of research and teaching in any area of | Economics; Economic History; Public Administration, Public Policy; - 
P" Finance; Marketing; Management Information Systems; Operations " 
us Management, Personnel Management and industrial Relations: Re- - 
ncluding details of application procedure, 1 — gional Development; Sociology. | A. 
tion, travel. and removal expenses, housing Candidates must 

d$ available from the Registrar, or from 
Commonwealth Universities, 36 Gordon 


plidential and addressed to the Registrar, The | | For further information and p 
2, Australia (telephone +61 3 344 7528; — | indian Institute of Management | 
Post Office, Calcutta-700027, ind E 


Applications are inyi 
a result of the imy x 
Applicants shoufd: av 





Salary A$61, 550 pe 
Further. informatics 
- conditions for outsic 
assistance and. cond 
Appointments {A/35 
Square, London WI 
All correspondence shoul 
University of Melbou 
Facsimile 344 5104). ^ 
Expressions of inter 
The Council reserves 
invitation at any stages". 





ES 


Y 17 February 1989. 
make no appointment or to fill the Chair by 









»- 


property in Switzerland's 
sunbelt Lake Lugano 


_ Waterfront property in the romantic old village of Morcote - five E 
miles from Lugano. Nine luxury flats and three townhouses with. 
panoramic view of lake and mountains. 2-5 rooms, fully fitted kit- 
chens, modern bathrooms, large sunny terraces. Indoor parking, f- 

PR bd h y au | heated swimming pool amid subtropical vegetation. Private | 

Curriculum, Education & Research are particularly |] moorings. Price range from SFr 480,000 to SFr 940,000. Attrac- 


.. - focused on problems in the field of labour AS UICE HER Tange ON diet a a cod RAA 
E ics and the mics of lachnea tive Swiss mortgages. Approved for sale to foreigners. 


|| Id e Hame I td Via Pocobelli 25-CH-6815 Melide - Lugano | 
change. | | Emerald FUMC Ltd Telephone: 091-68 65 23 - FAX: 091-6873 44 f 
The Department of General Economics seeks | om NS m | p 


economists for the position of 





The Faculty nomics at the University of 
Limburg at Maastricht, the Netherlands was - 
established in 1984. This rapidly growing Faculty 
(teaching and research staff of about 100) 
experiments with problem-oriented learning in its 











DENEHITITE 


MBA 





economics of technical change (a) or in the } d m 
economics of the public sector and public finance — | New York 
(b) are invited to apply. Willing to participate in | | 
problem-oriented teaching is essential. : 
The assistant-professor in international economics 
will be cooperating with the research institute of 
the Faculty, Maastricht Economic Research 
Institute on Innovation and Technology (MERIT). 

. The assistant-professor in economics of the public | 

| BR be cooperating with members of the | d Re. s T 

Faculty of Economics and the Economics of the i A E VTrTa0 di gory 
Public Sector. To learn Dutch is essential. — | n xtr aor T nary 
Salaries for the tenure positions are in the range of | d — Executive y i BA 

.  Dfi.3.209,- to Dfi. 6.908,— gross per month, EE | 

:,.. depending upon education and experience. 


Further informatíon can be obtained from 
prof.dr. L. Soete, (0)43-888742 (position a); from 
prof. J. van Mierlo, (0)43-888235/109 (position b). 
vacancy number a): ECO 8118 
b): ECO 8119 
_ Applications are expected in writing within two | Please call 
weeks after the publication of this announcement. | Bob Pierce 
Please address applications to: University of | N Pies 
Limburg, Personnel Department, P.O. Box 616, New York University 
7] 6200 MD Maastricht, the Netherlands, and refer | Stern School of Business 
H to’vacancy number on both the letter and the . (212) 285-6001 
[ envelope. 


== Rijksuniversiteit Limburg 


[niers 


































AUTHORS invited to submit 
manuscripts, all types (including po- 
ems), for book publication. Reasonable 
| terms. Stockwell, Dept 75, Ilfracombe, 
. Devon, UK (Est 1898). 


PUBLISHING 


Peas aee sid pide international Trade 






COMING TO PARIS? | 
‘Stay in a furnished fiat. One to four rooms plus. $ 
bathroom and kitchen. Weekly or: Levent — E 
Let Bank, Luxembourg and Montpa . No 
agency fees. 

Telephone Paris 43253509, or write PAA 
Housing, 9 Rue des Ursulines, 75005 Faris. 


PANAMANIAN CORPORATIONS pro- 
vide complete confidentiality and zero 
tax liability. We offer company formation 
-services on a fast, reliable and competi- 
ive basis. H. I. Darlington, POB 1327, 
“Panama 9a, Panama. Telex: 3121 
'KENKA PG, Tel: 23-0834 or 23-4819 
i = 23-6779). Fax: 234936. 
















































5 BUILD YOUR » 
US BUSINESS Y WITH BRICs 


‘Harlan Brown & Co des detailed product, finan- 
cial, and marketing ihformation on private companies 
“ant divisions of ao corporations for Acquisition 


and Competitor a 
WAL your US a ‘succeed? The BRIC study 
ve yu te man you ead to mak e right | 


YOUR STAY IN LONDON 
Take a furnished. self-contained service | 
-in Knightsbridge. near Harrods. 
fully equipped kitchen inette, bathroom, 





: Lu colour TV, central heating, elevator. 
| 2 persons. Bones tse airmail. 


DOLLAR 


How far can R fail? 


Since September CURRENCY oar has 
recommended ' ‘maximise dollar sales". But 












| strict confidence to Mark Nai, CEO 





| mit nag || Sees erate 
vp all Mall, London 
PO Box 14068, Ft, Lauderdale, FL 33302 i Erola, Telex: 919560. Fax: 01 -839 


Te: 305-763-1969 Telex: 6503463983 


. DIVERSIFY AND GROW 


` Bowers Cadle & Co Ltd professionally manage private clients' 

| futures and options accounts and offer: 
.'* Healthy diversification for the private client portfolio 

* Fully segregated clients' accounts 

* Competitive commission rates — 

* Comprehensive fortnightly reports — 
| * Totally free advice on all currencies and commodities 

© * A $100,000 managed account programme | 

For further details please contact Mark Richardson on 01-283 

- 9984 during office hours or return the coupon below. 


Minimum investment $25,000. 


BOWERS CADLE & CO LTD 
AFBD MEMBER 
FUTURES AND OPTIONS BROKER 





. 4/5 Castle Court Tel: 01-283 9984 
^4 by Cornhill Tix: 925365 BOWCAD 
. | London EC3V 9DL Fax: 01-283 9980 


PLEASE SEND ME A COPY OF YOUR BROCHURE 
AND LATEST MARKET REPORT 





DEL 22:365 eee» SIGNATURE 
ONLY CONSIDER TRADING WITH RISK CAPITAL 













































PRESTIGIOUS LONDON ADDRESS: 
Personal/company use. Special ser- 
vices. Ametican Business Services. 
Tel: +44-1-706 0342. Fax: 01-706 
0349 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 
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FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN | 
AVAILABLE — 


OVE COM 
REGISTRATION AGENTS ae 
BARCLAY'S BANK CHAMBE 
PARLIAMENT STREET, RAMSEY, 


ISLE OF MAN 


TEL: 1 800 capa TOLL FREE IF 
PHONING FROM USA). 


TEL: 0800 269900 ( OLL FREE) 
0624 £15544, 628488. 
"FAX 0624 815548 








contact ' 


Fax 6877756 


BUSINESS EASTERN EUROPE 


There never existed a better o portun ity to expand your business to a huge new 
market. We will give you all the information, contacts and advice you need tc 
examine de business prospects in the nine Eastern Block countries. Pleast 
ENTAL” to find out what we can do for your business. 





PORTABLE COMPUTERISED BUS 
NESS INFORMATION for the travellir 
executive covering 30 countries. F 
details and a free demonstration di 
call Haslam-Moise Ltd on London us 
403 0282. 





SCIENCE CITY. Offices in cent 
Cambridge with Tel/Th/Fax service 
offered as a UK base for scienti 
companies. Contact Box 3628, T 
Economist Newspaper Ltd, 25 

James's Street, London SWIA 1H. 












AU STRALIAN 
COMPANY 
FOR SALE 


Successful manufacturing. compa 
ny of high quality aluminium si 
system, distribution Australi 1 
wide also optional US markel 
4000 square foot factory plant 
eauipment included. Haif . 
hour Melbourne CBD. 
Enquiries: Lewis & Weir Solic 
tors. Fax: 61-3-5834045. Tele 
hone: 61-3-5847066. 














VISITING 
LONDON? 


Forget hotels 
Self catering apartments. fully 
serviced, T.V. telephone, tele 
fax, anon or lona ren 









yi ightsbsid 
" P ie pute 
jS. 55 ML 

24 ho 
booking servi 


tel: 01-835 1144 


for colour brochure and prices 


Telex: 918595. Fax: 01-373 969: 
SERVICED 


APARTMENTS LTD 
26/27, Collingham Gardens 
London SW5 OHN 


NURRPEREPUD vaaan am en 


i 
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perfect O 





"ORIENTAL" 
Eestem European Business Service, 
Via Aterno 12, ROME 00198, Italy 
Phone (06) 853263 


Telex 620238 



















HOTEL 
OPERATOR / RESORT 
DEVELOPMENT / INVESTOR 
CONSULTANT 


German-American high performance Strategist for conceived touri 
projects and existing operations; property & asset management; | i 
improvements; value enhancement; crisis management; food & 
thematies; available worldwide on a fee basis. — 

MARK E. GOETTE | 


P.O, Box 2885, Palm Beach, FL 33480 USA. FAX- Transmissions 1H p. m;-8. a.m, ES 
1i- nere TELEX 1938592 MBIPBCH. ' TEL. 1-407-833- sel’. 
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UTPUT, DEMAND AND JOBS Japan's real np rose by 5.6% in the year to the third quarter of 
1988; in the 12 months: to October its industrial production climbed by 6.1%. For West Germany 
over the same periods, the increases were 3.4% and 3.2% respectively. Britain’s retail sales 
increased by 5.5% in the 12 months to October; in the year to July Holland's fell by 5.7%. In 
November America's unemployment rate crept back up to 5.496, West Germany's edged down to 
8.576, while Canada's fell to 7.896. 
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"HIL | : ges rose by 3.4% in the year to November: in the year to 
October, Holland's edged up by 0.8%. Italy’s inflation rate rose to 5.3 % in the year to November, its 
highest since October 1987. Inflation is now higher in eight of the 13 countries than it was a year 
“ago; it has fallen slightly in America, Canada, France and Switzerland. Only Australia has had a 
Significant fall: to 7.3% in the year to this August, from 8.3% last year. 


‘% change at annual rate 
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urly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden lan and USA. i 
ings; UK, monthly earnings for all (npyen, NÉ hour 






JOBS “American employment increased 
eig fold between 1870 and 1987, the fastest 














art. Employment in Holland grew at the 
second-fastest rate, increasing nearly four- 
fold; but it still has the smallest labour force 
of the countries shown. France's workforce 
has been almost static during the past 120 
ars. In Japan, Britain and West Germany 
jloyment has risen by between 100% 
and 250%. Growth in employment is not 
aways smooth. America saw extra bursts of 


igration in the 1890s and 1940s. West 
german and Japanese employment grew 
lastest in the 1950s during post-war booms. 
A burgeoning workforce has helped Ameri- 
va's economic growth rate beat France's so 
ar this century—despite slower growth in 
merican productivity. — l 
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s applicable to ail tables, Ail figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 1 | 



























prices looks set to con 
into 1989. Even if rising interest rates art 
the world do damp economic growth, rec 
ing demand for the metals, most mines ar 
operating close to capacity. With stocks 
historically low levels, speculators may ad 
to any squeeze on supplies. Zinc and coppe 
prices have gone to record highs. Supplies - 
of these metals have been hit by a miners" 
strike in Peru, now in its eighth week. Copper 
Stocks on the New York Commodity Ex- 
change are at an all-time low. The stainless- 
steel industry is running at top speed, and - 
nickel stocks on the London Metal Exchange - 
are also low. Sa 
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ing a group of i are hrs a bumper 
year. In the first nine months of 1988 new 
medium-term lending reached $80 billion, as 


demand for loans has not raised spreads on 
international lending; they are little changed 
from last year. in the first three quarters of 
1988 the average interest rate was 38 basis 
points above LIBOR. Borrowers from OECD and 
Eastern Europe get the best terms: poor 
countries pay much more, though spreads 
on their borrowings have narrowed since the 

| early 1980s. The average maturity of loans 

| raised in international markets has fallen to 
about six years-—mainly because OECD loans 
have become much shorter-term since 1980. 
The average maturity of loans to all borrow- 
ers fell in 1988. 





j WORLD BOURSES ; Fos climbed bby 1 1 2% 


much as in the whole of 1987. But more - 





sae the week, to more pincer NON Wall Street and 
Frankfurt both jumped 2.3%, but are still 2196 and 30% below their peaks. Perhaps worried about j 
their own job prospects, London traders marked share prices down by 1.1%. 


Stock price indices | % Change on 





Dec 6 1388 | one one record — 31/12/87 
high low week year high in local in$ . 
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MONEY AND INTEREST RATES In the year to October West t Gerinany' S powy money y sipiy 
increased by 6.7%, still above its 3-6% target range; narrow money grew by 9.3%, Long-term 
interest rates edged down in America, while German short-term rates rose. 
Money supply ` interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks “Bond yields Eurocurrency 


Narrow —— Broadi Overnight 3months Prime — Deposits Gov't Corporate f Bonds 
MU | nes 3 months MEUM 
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ET ex dado [ove porem Spain, Switzerland, USA, UK, W. Germany M3. Japan M2 plus CDs. Definitions of interest Tales 
Sources: Bank of Bilbao, Chase Manhattan, Banque de Commerce (Belgium), Nederlandse Credietbank, Credit Lyonnais, 
Credit Suisse First Boston, Wharton Econometrics. These rates are indicative or and cannot be construed as a . 
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Our new name: Whitman. Whitman Corporation. 

With the spin-off of the Illinois Central Railroad 
and the sale of Pneumo Abex, Whitman Corporation 
will focus on consumer goods and services. 

Whitman is a $3.5 billion multinational corpc 
tion with four major operating companies: 
. Pet Incorporated, a leading producer of specialty 
foods and confections. 

Pepsi-Cola General Bottlers, the largest inde- 
pendent Pepsi bottler in the US. 

Hussmann Corporation, the world's leading 
producer of refrigeration equipment for the food 
industry. 

Midas International, the worlds number one 
franchise automotive service operation. 




















For more information on Whitman (Steck symbol — WH), please write: 
Corporate. Communications, Whitman Corporation, One lineis Center, 
111 East Wacker Drive, Chicago, itnois 60601. 
1988, Whitman Corporation, 








oe 

















s 


 IITIDVAaluri 


HERCULES TO THE RESCU 


Eighteen hours can be along workday. There 


are not many aircraft with that kind of endurance. 


But eighteen hours is'even longer to those who 

are lost, hurt, and trying to stay alive; or for those 

at home, waiting fo? word. * 
That's why it's vital to have the C-130. Hércules 


airlifter on the job. When the lives of husbands, 


sons and daughters are at stake, what is needed 
is a search airplane that can stay out there...for 
however long it takes. And once it finds the sur 
vivors it can drop food, medical supplies and 


survival equipment to last until they can be 
picked up. 
Being able to stay aloft for eighteen hours 
means the C-130 can cover a lot of territory and 
can flv radius flights of up to 2,100 nautical miles. 
This renders it an ideal choice not only for search- 
and-rescue missions, but for day-to-day maritime 
patrol as well. 

Versatile, dependable, affordable, the Hercules 
comes through when it matters most. 


= Lockheed 


Aeronautical Systems Company 


Giving shape to imagination 





AFTER ARMENIA scs 57 omms | 

KIWI SHOWDOWN — , soccer | 
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“Pil not only be flying Lufthansa, 
Pm going to buy some of their stocks." 


This is an authentic passenger statement 
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Questions for Arafa | 


Sirn—You 
Arafat", 
Arafat must be asked some 
“tough questions". Having read 


the full text of bóth the declara- 


Say. 


(‘ eH OPAUNME 
December 3rd) that Mr: 


tion of independence and the 


Devon 


cept the Israeli state in its pre- 
1967 borders. One can hardly 


expect it to give away all bargain- 


_ing chips in advance of any nego- 
| tiations. Indeed, although those 
borders will probably be ac- 


cepted eventually by the Pal- 
estinians (but not the Israelis), it 
is the pre-1948 borders, of which 
you are so dismissive, that are 
the only firm legal basis for Isra- 
el's existence. 

Exeter, 

GERD NONNEMAN 





. Sig— You say "Nothing of the 
kind [power to refuse a visa on 


national security grounds] ap- 


|. pears ín the headquarters agree- 
. ment between the United States 


and the United Nations." True 
5 


g : but beside the point. The agree- 


$ ment applies only to member 





































'ognised, as is Resolution 242. 


ates that ner ania be 


-Palestine should be. on a 
federal basis”. | 


plicitly rejected. 
You insist the PLO should ac- 
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Sara's $ existence as a state, is rec- 


| de pepe Council bs 


the two states of Jordan. 


| ‘Terrorism i in all its féthns i is. 


———————— ———— ——— Á 
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states. Mr Arafat’s PLO, however, 


holds nothing more than ob- 


server status. 
United Nations lawyers may 
interpret the agreement exten- 


sively, applying it to observers 


too. But, so long as the United 
States disagrees, that is irrele- 
vant, since, under international 


. law, bilateral agreements cannot 


be  authentically 
unilaterally. 
Nuremberg, 
West Germany 


interpreted 


K. WOSCHNAGG 


On the take? 


Sr—] was dismayed to read in 
your article on business bribes 


(November 19th) that Japan is a 


"pretty corrupt" country with- 
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ing- ab d was in en 
doubts that the politicians are 
corrupt, but the context of your 
article suggests that civil servants 
are on the take too. That is hard 
to believe. . 

The bureaucrats in Japan are 
inflexible, unimaginative and 
authoritarian—but corrupt they 
are not. True, there have been 
exceptions and there is a certain 
amount of bowing to politicians’ 
demands. But if you are conclud- 
ing from that that they are cor- 
rupt, it is unconvincing. 

If bribery is detrimental to 
business as you claim, Japan 
could hardly have become the 
strong economy that it is with 
such an ineffective and inef- 
ficient system. 

Washington, 
DC CHIHARU SATO 
eret rer eth elei e iani So lama li d E 


-Californian car insurance 


Sir—In "California's insurance 
vote", (November 19th), you 
give a figure of $568 as the aver- 
age cost of car insurance in 
California. 

I, and probably millions of 
other Californians, would love 
to know where to go to get car 
insurance for $568 a year. 

San Francisco, 
California AYAL BEER 


Feldstein's dollar 


SiR—As a businessman 1 think 
some of Mr Martin Feldstein's 
arguments for a weak dollar pro- 
moting exports are suspect (De- 


cember 3rd). After a long period 


of retrenchment back to the 
United States by American mul 
tinationals, there needs to be sig- 
nificant reinvestment in their 
foreign marketing infrastructure 
in order to begin the sales cycles 
which sell their goods. This is 
usually best done when the dol- 


. lar is strongest, as the real cost of 


such investment is then rela- 
tively low. 

For most companies with 
hopes of annual exports over 
$100,000, sales cycles from a 
standing start are 18-24 months. 


One therefore hopes that the 


dollar will be weak only when 
foreign sales come on stream. 


American companies usually 


accelerate their investments 
overseas to stimulate exports 
when there has been’a long run 


- (three years-or more) of stable 


the last ki in December and the dist week in Januaty) by The 
ail to Times Printers Sdn, Bhd, Times Jurong, 2 grano Port Road, Si 
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dollar. In high. pene a We 
are signs that those companii 
which invest in both domest 
and foreign markets at an ear 
stage of their marketing have 
more balanced growth and a be 
ter chance of success than tho: 
which do not. But this calls fe 
brave management and eve 
braver venture capitalists. 
PHiuip OWE 
London FileTe 


Atoms for peace 


Sirn-——Your leader on the unpre 
edented period of Europea 
peace (November 12th) illu 
trates well how peace among n. 
tions can be enforced with « 
numbers of strategic nuc 
weapons. Europe's leaders ca 
no longer send their young pe 
ple out to do all of the killing ar 
all of the dying. The leaders ca 
be killed quickly by enemy mi 
siles. They are at the front, ar 
therefore commendably cau 
ious. 

The strategic nuclear forces 
France, Britain and Russia nc 
deny any major victory in a co 
ventional war in Europe. Tl 
large, costly, conventional 
armed forces of NATO and tl 
Warsaw pact are useless. Bot 
sides can now demobilise wit 
safety, and with large econom 
benefits. We might even cure tl 
American budget deficit. 





Santa Barbara, 
California = RicHARD RAYMOs 
Turkey and Europe - 


Sirn—The Union of Europe: 
Football Associations (UEFA) s 
aside (until its decision was 1 
versed) the 5-0 victory won | 
Turkey's Galatasaray team ov 
Neuchatel Xamax in the comp 
tition for the European Cup E 
cause of crowd trouble. You s 
(November 26th) that the Tur 
saw the decision as a calculati 
act of discrimination by Chr 
tian Europeans against Midc 
Eastern Muslims and that tl 
episode stirred up a lot of u 
Christian feelings — abo 
Europeans. 

While the football match w 
taking place, a brilliant yout 
Turkish scientist, Ali Mehm 
Celal Sengor, was bei 
honoured by the award of 
honorary doctorate at the U. 
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| IATIONAL PLANNED 
THOOD FEDERATION 


tor, Evaluation 
« Management Audit - 
. Salary range £24,921-£34,194 pa 


plus fringe benefits 
. (Regent's Park) | 


ternational Planned Parenthood Federation UPPF) is one of the 
- world's. largest non-governmental organisations working in the field of 
planned parenthood and related health services. The Federation consists 

“of voluntary associations in 125 nations throughout the world and our 
annual income is in excess of US$70 million. 


As à result. of retirement an exciting and challenging opportunity has 
arisen to direct the Federation's Evaluation and Management Audit 
function. Main areas of responsibility include planning, developing and 

"^ implementing evaluation and management audits of Family Planning | 

Associations, directing a multi-disciplinary team, organising and con- 

ducting evaluation training, and devising and adapting new approaches 

to evaluation, 


Applicants should hold a recognised postgraduate degree and have 
gained substantial experience in an international environment, together 
with management and training skills and in-depth knowledge of | amily 
3 planning issues. A good communicator is required, creative and 
': inaginative, and able to inspire all round confidence. í 


Please send your CV. to: Director, Personnel & | 
Administration, IPPF, Regent's College, inner Cir- 
Cle, Regent's Park, London NW1 4NS. 

Clones date for receipt of application 5th january 
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TO INCREASE PERSONAL EFFECTIVENESS 
ENTERPRISE ANDENJOYMENT 
e 
To begin the confidential process 
book an exploratory meeting with 
Peter Gardiner-Hill or Peter Needham. 
Even the coffee is excellent! 


































| | THE -— 
inaner Square, > PERSONAL 


London WIR 9AJ DEVELOPMENT | 
01-493 5239. CONSULTANTS. 





















Salary Open Channel Islands 


Opportunity to expand an established private banking and trust company, the subsidiary ofa major Es. 





international bankin ng group. 
. THE COMPANY | QUALIFICATIONS 
; © Jersey located with an established international <> Successful track record in trust and fiduciary 
3 client portfolio and substantial deposit funds. activities is essential. 
: <& The parent company | is committed to growing < Marketing flair and ability to win the confidence 
this business, of high net worth clients. 
< Sound general management skills. 
‘THE POSITION . < Aged 45-45, preferably with appropriate 


«^^ Ful management. and profit responsibility for professional dua . 

this private banking, trust and fiduciary subsidiary. ©- Jersey residence entitlement prrieeneu. 

<> A wide ranging role with responsibility for THE REWARDS. 

banking, trust and fiduciary functions, marketing and © Flexible base salary depending on previous 





genera management. experience. 
C Opportunity to travel worldwide for business < Performance related bonus and the fringe 
development and client servicing. | | benefits usual in a major financial institution. 








Please reply in writing enclosing full cv quoting Reference Gá915 to: 54 Jermyn Street, London SW1Y 6LX. 






SPECIALISTS IN SENIOR —_ 
MANAGEMENT SELECTION . 
-01-493 3383 














































a ese indication that in cer- 


Cormondreche, 
Switzerland 


AP I Ra tarn 


.newspapers make dark refer- 
ences to the crusades. Turkey 
` owes the crusades a debt of grati- 
: tude. By destroying the Byzan- 
. tine empire, the fourth crusade 
enabled the Turks subsequently 
to conquer western Anatolia 
and the southern Balkans. With- 


iat even today European e 
ey (including Istanbul) along 
ith the western third of Asiatic 
urkey would be integral parts 
of Greece. 


he human tide 


R—[he phrase “too many 
eed Africans" in your con- 
nts list. (November 26th) gave 
me just a moment's hope that at 
st economists might be waking 
p to the problems posed by hu- 
man population growth. A 
short-lived hope, as you con- 
clude: "A youthful population 


should have said is that given no 


ably by 20-20 hindsight, thena 
youthful population may have 





the longer term population 
growth will lead to the collapse 


ture. To approve the rising tide 
on of the ecosystem. 


JOHN Rupp 





Italy and Europe - 





"by picking the right side", “de- 


tarv disaster to another’’: Italian 


umbled at Caporetto—their 
only major setback of the war— 


they fought the same «static, 
bloody and inconclusive trench 








tain fields there are no barriers. © 


Jute ScHAER ^. You 


-St&—lt is ironic that Turkish. 


out the crusades, it is possible 


ANNA RODAN 


should provide economic vita 
ity..." Should? What you 


wars, no political problems and - 
economic policies guided. pref . 
| Canterbury, 
. Kent. 

tality—in the short term. In. 


of the earth's ecological struc: | 


is to condone the total destruc- 


Sir—You say (November 26th) E 
that Italy won the first world war: 


spite stumbling from one mili- .. 
oops took much of the Friuli | 


gion from Austria before they 


but managed to regroup on the | 
banks of the Piave river, where . 


- warfare that Englishmen. fought 2 
„in France. All the same, in 1918, — 





aniversary of t 
retto 5 debacle: hey launched an 
offensive that led to the decisive 
victory at Vittorio Veneto. 
add that Mussolini 
"looked towards the Mediterra- 
nean". Mussolini was probably 


. more of a European than your 


writer. He undoubtedly realised 
that he could not make his fan- 


 tasy of the Mare Nostrum a reality 


without taking on France and 
Britain. He realised that Medi- 
terranean hegemony could not 
be achieved in the Mediterra- 
nean alone. He would have to go 


after these powers at home 


(hence his attack on France), 


which goes a long way towards 


explaining his making cause 
with Hitler. He understood that 
the struggle for the Mediterra- 
nean was, first and foremost, a 
European. struggle, which he 
could not hope to wage himself. 


Philadelphia, 


Pennsylvania ANTHONY DeFusco 





SiR— You suggest that Italy is 
still a divided nation and that 
most Italians are not that inter- 
ested in a united Europe. I can 
assure you that it is far from be- 


ing true. | do agree that nowa- 


days there are still some differ- 
ences between northern and 
southern Italy. Nonetheless, Ital- 


dans do care about Europe and 
they do not consider it just “a 


useful rather than a ante 
thing”, 


| pot 
Post-Leninism 
Sig— Will a MT system 


eventually come to parts of East- 
ern Europe? If by pluralism you 


mean a West European or Japa- 
nese-style array of political par- 
ties from extreme right to ex- 


treme left, then probably not. 
But if you mean a more Ameri- 
can-style pluralism, where two or 


more parties compete within the 
boundaries of a single ideology, 
then the prospects look better. 
Marxism-Leninism is potentially 


as broad a church as Christian- 


ity, and the left everywhere has a 


long-established penchant for 
splitting into myriad factions 


„and parties. Call it “socialist plu- 
ralism”, 
having both ideological cake and 


and the possibilities for 


democratic icing ne improve 


markedly. | 
This whole issue depends on 
hos the revolution in the Soviet 





RAFFAELLA ROLLA _ 


Wade. 
destalinisation to po his 
reforms. If he continues to fol- 
low that logic—and manages to 
stay in power—-it cannot be too 


long before he discovers that. 


both the absorption of the Baltic 
states, and the construction of 
the East European Empire, were 
Stalin's work. Could the mo- 
mentum of destalinisation even- 
tually provide the political 
framework for the Finland- 
isation of Eastern Europe? The 
only flaw in this logic is that it 
was Stalin himself who granted 
independence to the Finns in 
1917. 


London Barry BUZAN 





SiR—You quote some top Bul- 
garian as saving that Bulgarians 
do not have a word for "plural 
ism". The word is mnogoobrazye. 
Bulgarians knew a lot about po- 
litical pluralism in the past. Dur- 
ing the years 1925-34 at least 
eight big and medium-sized po- 
litical parties (including the com- 
munist one; used to be repre- 
sented in the Bulgarian 
parliament. Even after the mili- 
tary coup of 1934, during the 
war and a few years after the 
"liberation" by the Red Army, 
several parties were active until 


bloodily oppressed by the- 
Communists. 
7 Austria ANGEL KOLARON 


Scoundrel time 


Sir—Judging by your review of 
Mr Alger Hiss's autobiography 
(September 3rd) he still seems to 
enjoy a credibility in the English 
press that is not shared by most 
students of the evidence in the 
famous perjury—actually espio- 
nage—case against him. The 


sleaziness of the witnesses may | 
" have some bearing on the eval- 


uation of oral testimony against 
a defendant, but Mr Hiss was 


convicted primarily on the basis 


of the documentary evidence in- 
troduced at his trials. As Mr 
Alistair Cooke and other cor- 
respondents have testified, 
Whittaker Chambers's allega- 
tions found little popular cre- 
dence until the incriminating 
documents were entered into 
evidence. 

Mr Hiss alleges that his reád- 


mission to the Massachusetts - 
bar constitutes a vindication of -| 
his innocence. Although you are L. 


mah 3 of | 


Bi Tet: diei en 





he was readmitted the. presidin 


justice of the court declarec 


“Nothing we have said her 
should be construed as detract 
ing one iota from the fact that i 
considering Mr Hiss's petitio: 
we consider him to be guilty a 
charged”. Hiss's failure to mer 
tion this is certainly not an ove 
sight and indicates somethin 
more serious than sleaziness. 
This is not the place to con 
sider the evidence in detail. | 
has been exhaustively and bri 
liantly evaluated in Mr Alle 
Weinstein s monumental 197. 
study, ' ‘Perjury: the Hiss-Char 
bers Case". | recommend it t 
you and other sceptical member 
of the British press. I find the in 
tensity of that scepticism q 
zling in view of the recent rev 
tions of the ease with which th 
KGB and its predecessors wer 
able to infiltrate the highest le 
els of the British security service 


during the past 50 years. 


SIDNEY Hoo 
Stanford, Hoover Institutio: 
California Stanford Universit 
Cowpats and beetles 


SIR—You accuse the dung beetl 
of being too destructive to th 
cowpat (December 3rd). But yo: 
do not mention what happens i 
there are no beetles—which cai 
be seen on farms where the cow 
are injected with hormones. Th 
beetles are killed off and th 
cowpats remain on the gras: 
causing yellow patches and mal 
ing the paths messy tor E 
passer-by. p 
Hamburg, 

West Germany ANGELA SUTTO 


The latest Special Report No. 1156 


FEEDGRAINS TO 1993 
The Challenge of New Markets 


Certain developing countries are 
emerging as major importers of 
maize, barley and other coarse 
grains. But could they cope with a 
sustained price rise or would they 
switch to non-cereal substitutes, 
including those still being developed? 
This report analyses likely influences 
on coarse grain supply and demand 
and forecasts production, 
consumption, trade and prices in 

. 1990 and 1993, 


— Price including postage: UK & Europe £ 1307 a 


North America US$275; Rest of World £133. 


The Economist Intelligence Unit 
e fo Dept (ECLL) — 215 Park Avenue South 


New York, NY 10003 
London WIAT TOW, UK USA 
Tet (212) TOU 














A quick glance at our trading floors is enough 
for must people to realize that they're looking at the 
most complete money market operation in London 
(in fact we have another floor like the one above). 
But it's not just the scale of the operation that gives 
us this position. its the range of products and 
services we can offer, 





Foreign Exchange. Money Marker £, USE, DM, At 
10 LOWER THAMES STREET. LONDON ECAR BAK TEL UT 260 9933.1 





MONEY MARKET OPERATION. 


We have a global network, and equally strong 
national network, that puts us right at the front of 
the investment banking market, The combination 
of established solutions, the continuous search for 
innovative products and creative implementation 
will make sure we stay there. 

But there is oncinore thing we can affer that we 














€ Bonds. Precious Metals. Inte 
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would not he complete without — personal service: 
whether it's covering a foreign exchange exposure, 
or arranging the most complex swap/option deal. 
it's a refreshing thought that in the age of information 
technology. the customer still comes first, Give Paul 
Hiteheock or Philip Homan a ring on 01-621 0708 
H you'd Hhe to know more about us, 
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was, beneath every white Christmas, th 










was a soot-blackened Black Country. Thankfully, 
nat any more, 

The Black Country Development Corporatior 
welcoming in a cleaner kind of industry, to crea 
jobs without darkening the landscape. 

And, ultimately, creating wealth for Black 
Country people (something that might come in hai 
at this time of year). 

But we don't believe in all work and no pk 
Were encouraging the construction of leisure 
centres, the planting of trees and the improvemeni 
canals, to make the Black Country better for fami. 
to grow up in. 

We cant guarantee a white Christmas. But 
can promise an ever more pleasant outlook. 

So from all of us in Black Country House, 
a Merry Christmas. And a prosperous New Era 


BIAGI 


DEVELOPMENT 
£ Gk FOR 


THE INDUSTRIOUS REVOLUTION 
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To: The Black Country Development 


Gee Mu ME méme PAD RAMIS “ett iem sauna eme Mamas cann Memanas maire eiee —XGÀng Pd e etin ie 


Corporation, Block Country House, Rounds Green Road, Oldbury, West Midlands B69 2DG, Telephone: 021-552 4200. Fax: 021-544 5710. 
Please send me background information on how you re working towards e prosperous New Era. 


NOU. un uere 
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<A- SCANDAL which fells the finance min- 
À ister of the world's biggest creditor coun- 
one week and the chairman of the world’s § 
iggest corporation the next has the power to Mi 
in more than careers. If Japan is lucky, the 
ruit scandal will mark the beginning of 
the end of the system of money politics and J 
special-interest favours by which the country - 
É been run since the 1940s. The mask is. 
slipping, and not a moment too soon. 

For a long time lapan's system brilliantly 
delivered the goods, by putting S e | 
ir the hands of incorruptible and able bureaucrats while leav- 
ing it to the politicians of the ever-ruling Liberal Democratic 
party to scratch backs, broker interests and roll pork barrels. 
That system is no longer working. The Recruit affair has 
snared civil servants as well as politicians and businessmen in 
its net. More momentously, Japan has ceased to be the in- 
ward-looking place it was when its modern political arts were 
perfected. Its economic and financial strength is immense, it 
already spends more on defence than anybody but the two 
superpowers, and it is searching for the right way to exercise 
an influence befitting a great power. With Emperor Hirohito 
dying, Japan is about to be plunged into an agonising self- 
examination about what sort of country it ought to be. Yet 
just when it needs to make these big choices, it is saddled with 
a political system that gives its most backward-looking ele- 
ments a disproportionate say in the E ERODUE, 













W hen shocks are welcome 

The reason they have such a say is shown by T Recruit scan- 
dal itself. Recruit is a Japanese company owned by an ambi- 
[iois man who was eager to win the goodwill of influential 
people. To 76 of them—aides or relatives of top politicians, 





inewspaper executives, a few civil servants—he cheaply sold - 


shares in a property subsidiary of Recruit in the year or two 
before the subsidiary went public. When it did, the 76 were 
to resell at a huge profit—each pocketing, it is guessed, 
tween $165,000 and $330,000. The 76 include aides of the 
resent prime minister (Mr Noboru Takeshita), the previous 
Prime minister (Mr Yasuhiro Nakasone) and the ruling par- 
ty s secretary-general (Mr Shintaro Abe). They also include 
Mr Kiichi Miyazawa, who was finance minister until he re- 
signed last week, and Mr Hisashi Shinto, chairman of Nippon 
Telegraph and Telephone until he rened this week. 

— Mr Miyazawa and Mr Shinto had to go because they did 
- come clean. Both had denied knowledge of their aides' 
vities; but Mr Miyazawa’s name was on some shares, and 
from share sales was paid into Mr Shinto's personal 
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those most in favour of regulation, protection and insula 




































bank account. Some Japanese politicians s 
say they cannot understand what the fuss 
all about. Cheap shares have long been o 
way of making political contributions in 
pan; so have envelopes stuffed with cash, a 
tickets to politicians' cocktail parties, a si 
one of which once raised Y2 billion ($14r 
The politicians are learning that what. 
once routinely acceptable no longer is. = 
| It was an American, not a Japanese, w 
| said that money is the mother's milk o 
| tics. Yet Japan has carried abe politic 
an extreme that is starting to make even the realistic Japane 
voter feel uncomfortable. One guess is that around $3 billi 
in political funds was raised in Japan last year, a year in w 
there were almost no elections. | 
Some members of parliament are little more than trans- 
mission belts for cash between interest groups, government: 
coffers oe their constituents. By one count, in the earl 
1980s nearly 30% of the members of Japan’s lower house wer 
officers (or recently had been) of special-interest groups 
trade unions or farmers’ organisations; 40% of the upp 
house's members were. o 
The grip of the special interests is tightened into a vice By 
Japan's constituency-twisting. At the extreme, a candidate in 
one of Japan's parliamentary constituencies has to win more. 
than three times as many votes to get into parliament as. 
candidate in another. The most favoured voters live in t 
countryside, the most disfavoured in the cities. Not surp 
ingly, rural voters think voting is more worthwhile than 
ones do: turnout in the countryside is more than 8096, in t 
cities 6096 or lower. By one calculation, the 696 of Japanese 
who are farmers have 1896 of the voting weight in a genera 
election and end up electing a quarter of parliament. | 
On the biggest questions which now face Japan—farm 
protectionism, land prices, opening up to the outside world— 
the people and interest E with the strongest voice af 


Japan, which is said to love consensus, cannot reach on 
these things because it cannot find out what the majorityt 
wants. The Liberal Democratic party is quite capable of wi 
ning ordinary, equal-vote elections, in which the power o 
special interests is no longer so great. But it will have to b: 
shocked into running elections that way. Tokyo's dogge 
public prosecutor is following the Recruit trails, one of whicl 
could lead from Nippon Telegraph and Telephone to t 
highest reaches of the party—and even into the crimir 
courts. That welcome shock may come. 
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LL is changed; but not, alas, changed utterly. W. B. Yeats, 
| poet of black and white, would have detested the use of 
- greys to talk about the Gorbachev phenomenon. Prosaic real- 


Gorbachev who spoke of human solidarity at the United Na- 
tions last week and then flew to contemplate the chaos of 
nature in Armenia is indeed different from any communist 
eader of the past 70 years; and the West will come a cropper if 
it does not see the difference. He is not so completely different 
that it makes sense to act as if Russia were no longer the great- 
est power in Europe, as if communism would soon be much 
the same as capitalist democracy: as if 1917 were annulled. 


Gorbachev called for a "universal human consensus”, but 
added that "we are not giving up our convictions, our philos- 
ophy' . That idea looks like a cousin of the peaceful coexis- 
tence between competing social systems which both Khru- 
shchev and Brezhnev said they believed in. Mr Gorbachev 
foresees a world economy that is a "single organism". À 
- global economy would have to be run on a global machinery, 
which can only be the machinery of the market; but Mr 
_ Gorbachev has not yet worked out how to bring the market 
machinery into his own country's economy. His one-sided 
cuts in Russia's army are based on his brave admission that 
Russia has got more of an army to cut than NATO has. lt 
would be dotty to give him back what he agrees he gught to 
zive away, by now eHerihg similar western cuts. 


he good grey answer on defence 


ese are not niggles; they are three examples of how the 
nges Mr Gorbachev is making in Russia's ways are still far 
short of the transformation many people who have not 
looked at the details wrongly think they see. That fact needs 
o be remembered in the argument about military prepared- 
ss which is now starting to split the West. How much de- 
nce does Western Europe need against a Gorbachev Russia? 
One answer, from the conservative end of the military bu- 
ucracy, is: just as much defence as Western Europe has 
yw. After all, NATO has in Germany fewer than half the 
iber of divisions it had in 1952, when Russia was weaker. 


e democracies, who in the end decide how much money will 
be spent on defence, naturally want their security to be as 
nexpensive as possible. They are impressed enough by Mr 
Gorbachev's one-sided demobilisation to get irritated if their 
governments say NATO should not make any changes of its 
own. Mr Gorbachev has by no means exhausted his ability to 
exploit western voters’ irritations. In Warsaw last July he 


. removal of existing. imbalances, which he agrees is neces- 


ists of 1989, prepare your palette of greys. The Mikhail. 


threaten the use of force in Europe. The late 1980s and ear 


.. 1990s are a period of truce. After that, the academic will 
Since plenty of decent people would understandably love 


lack to have become white, it is unpopular to insist on- 
shades of grey. It is nevertheless justified. In his UN speech Mr 


h a conservative answer would be a mistake. The voters of 


talked of cutting the two sides’ armies in Europe—after the | 








































sary—by half or more. A western defence minister who say 
cuts are purely Russia's business will find his colleagues ed 
ing away from him at the cabinet table. 

The opposite mistake, into which too many of those wes 
ern. voters are now plunging, is to say that with M 
Gorbachev in charge in Moscow the question of defendin 
Europe against Russia has become academic. For the next fe 


years that may indeed be true. Mr Gorbachev is so busy wit. 


the rescuing of Russia's economy, and so dependent on west 
ern goodwill while he is at it, that he is most unlikely t 





ably become real again, for either of two strong reasons. — 

By the mid-1990s both Gorbachev and Gorbachevisr 
may have been discarded. After nearly four years in power M 
Gorbachev has not yet found a way of either getting his farm 
to grow more food or making his factories jump to the disc 
pline of real competition. To the increasing discontent of Sc 
viet consumers is now added a series of nationalist upheaval 
inside the Soviet Union itself, all the way from Estonia t 
Armenia, and growing doubts about the durability of Russia 
control over Eastern Europe. Mr Gorbachev's chances c 
fighting his way through all these difficulties are not good. | 
he fails, his successor is likely to be a man of the old Russi: 
and Europe's guard will have to be up again. 

If Mr Gorbachev succeeds, on the other hand, his ow: 
definition of success offers little comfort to Europe. / 
Gorbachev success spells a richer Russia, which could spen: 
more on its army without starving its consumers. It would sti 
be a one-party, largely non-capitalist Russia, carrying the ban 
ner for a political philosophy hostile to the West's. se 
shadow Russia casts on people who live west of the Elbe 
not shrink unless sheer necessity pushes Mr Gorbachev i int 
dissolving Leninism and dismantling Russia’s empire. Shor 
of that, Europe will have to go on worrying about Russia. 

This points to the main things to insist on in the debat 
now beginning on Western Europe’s defence: 

@ The two sides’ armies must be pretty strictly equal in siz 
(NATO will have to make bigger cuts in attack aircraft, c 
which it has more, while the Warsaw pact cuts more tank: 
guns and most other things). Each of the equal armies migh 
be smaller than the present NATO one, so long as the wester: 
army is big enough to protect any part of the West Germai 
border against a sudden concentration by the other side. / 
German front 1,000 kilometres long cannot be properl 
watched by half a dozen battalions. The more defensively M 
Gorbachev's army is deployed, and the more closely it is s 
pervised bv visiting inspectors, the further both sides ca 
drop below the present size of the western army. 

e The NATO army has to include a strong American contir 
gent, though not necessarily the present five-and-a-bit div 
sions. If and when Europe finds itself facing post-Gorbache 













ction. | The Američana bad b E. a visible igure 
e in the place. i 

© This western army also needs a nuclear component, be- 
cause—let this be said quite plainly—non-nuclear equality is 
no guarantee against war; small armies have too often at- 
tacked, and beaten, bigger ones. The presence of even a small 
number of nuclear weapons in central Europe makes it less 






likely that either side wi 


while spending rather less money than now; and they will 








il ever risk an attack, ‘Watch 
Germany's decision on this (see page 45). | 
If the democracies enforce these rules, they can feel seci 










ready for whatever follows the present ME of truce. Ift 
do not enforce those rules, the benign Mr Gorbachev : 
have reduced the western half of Europe to trusting that Ru 
sia stays benign for ever. 








Half-bold on health 


: Britain’ s NHS will soon be reformed. It's not too late to be bolder 







HE reform af the National Health Service will be the 
& most challenging job faced by the Thatcher government 
Bes parliament. Its plans will be set out in a white paper in 
January. Hints suggest that it is on the right lines, but that 
more boldness is needed to make good ideas workable. 

Fortunately, the Thatcher government has understood 
that incentives are the key to improvement, and that market- 
place competition is the key to incentives. Ministers should 
not be sidetracked by financing gimmicks, such as tax relief 
for people who opt to go to private hospitals. Health care in 
America is often bad and costly, while in Britain it is merely 
bad and cheap, because America has encouraged uncon- 
trolled private spending without tackling incentives to make 
health care efficient. The British problem is not, whatever 
Labour critics may claim, primarily a shortage of public 
money. The problem is the inefficient and unresponsive way 
in n which health care is delivered. | 

= The government's preferred solution is to give control 
over health budgets to general practitioners (GPs), the doctors 
who provide primary care. They would buy from competing 
providers whatever hospital treatment, lab tests, X-rays or 
drugs their patients needed. Such a scheme has one great ad- 
tage: it would sensibly separate the financing of health 
care from its supply. It is FRED worth trying, but only if 
three conditions are met. 

. First, hospitals, hick account for roughly two-thirds of 






NHS spending, should be given more freedom than the gov- - 


'ernment at present intends. The government wants hospitals 
‘to be allowed partially to “opt out”: freed from health-au- 
thority control, they would compete for patients and the NHS 
cash they bring with them. Fine—but ministers are not ready 
to give hospital managers freedom to settle pay, borrow 
oney, draw up fresh contracts with doctors, or close depart- 








enough custom. Opting out will be worse than useless if it just 
means that a hospital has to kowtow to Whitehall instead of 
to a health authority. Better to allow hospitals to make the 
leap out of state hands altogether to private, trust or volun- 
tary ownership. 

Second, the government's notion of experiment is too 
coy. It plans to test its model on volunteers, as if it were an 
untried drug. A bid to do that in Wales recently failed because 

icious GPs voted against it. Health reform is too impor- 





has barely tried. Any system of health-care markets will hav 


need to be at the ready with details of their curing rate an 


Griffiths. If ministers dislike his recommendation that th 


‘ments or even their whole hospital if they are not attracting - 


then costs even more than checking would have done. Bette 





























tant to be left to the ahne support of medics. A prope 
local experiment should include everybody, not just tho 
who are keen to try it. It may not be possible to draw 'sensibl 
conclusions from volunteers alone, although one can dr 
them for an untried drug. And it is a mistake for ministers 
test only one model. It might work, but it could founder: GP 
are not much good at managing and accounting. Safer to tr 
other models, including one in which health districts becom 
budget-holders for both hospitals and GPs. : 

Third, the quality of the health care produced by enc 
experiment should be carefully monitored. This is something: 
the NHS, like most other doctor-dominated health services, 


enemies, who will feed the newspapers with scare stories 
about how the "cuts" are affecting quality. Health authoritie 


queue-cutting. 


Community competition too : 
Hospitals are the core of today's health service, and so the 
focus for early reform. In the next century they won't be: th 
emphasis in health care will switch from drug prescribing an 
hospital operating towards care at home and healthy living 
Prepare to introduce incentives and competition into them. 

^ A start should be made with "community care", the X 
year-old policy of looking after mentally sick and old people 
home, rather than in institutions. So far, community care ha 
frequently meant no care. To make it work, said a report b 
Sir Roy Griffiths earlier this year, a single agency should b 
care from competing providers—just the model minist 
want to apply to the NHS. The government should endo 


agency should be a local authority, let them set up comm 
nity-care agencies or give the job to budget-holding Gps. | 

Healthy living requires preventive medicine, which t 
health service has always neglected. Once more, incenti: 
are the key. Charges for teeth checks are muddle-headed 
cause patients may allow their teeth to decay—and treatm: 


to penalise the negligent with bigger bills. Give all medic: 
people incentives to keep patients well instead of profiti 
when they are ill. Health care is the term, not sickness car 










































, GRICULTURE is the monstrous carbuncle on the fair 
À face of free trade. For the past two years the govern- 
nts of the big farming countries have solemnly promised to 
emove the blemish. Last week in Montreal their trade minis- 
ers got their chance—and botched it. Their talks ended in 
jtter deadlock between Europe and America over whether 
hey should "eliminate" or merely "reduce" trade-distorting 
arm subsidies by the end of the century. 

The key words in this semantic spat are "trade-distort- 
ng”. The basic flaw in the agricultural policy of most OECD 
untries is the belief that stable and adequate incomes for 
armers should be achieved by supporting farm prices and 
lumping excess production abroad. This technique means 
hat consumers and taxpayers make big farmers richer while 
mall ones still only scratch a living. Indiscriminate largesse 
roduces such nonsenses as each American dairy cow getting 
,400 of government cash in 1986, more than the GDP per 
ead of over half the world’s population. 

“America cannot afford to go on spending this pnich to 
ease its surpluses. But its politicians will not put a stop to 
'excesses until other countries have agreed to do the same. 
n the distrustful world of farming negotiations, only a firm 
'romise to eliminate price support—the "zero option" —will 
satisfy the Americans. 

= When told this goal is unrealistic, Mr Clayton Yeutter, 
he American trade negotiator who will be Mr Bush's agricul- 
ure secretary, asks "Why?". The Europeans have several un- 
onvincing replies. The underlying reason, they say, is that 
European Community has almost three times as many 
mers as America, and European farms are on average less 
an a tenth of the size of those in America. The CAP lies at 
e heart of the Community. And, with 1992 looming, now is 
t the time for open. heart surgery. 

These are just excuses, and bad ones at that. A thorough 
vamp of European agriculture: would give the Community 


he RICO racket | 














» O THE many terrors of Manhattan, add a ides pros- 
. ecutor carrying a bomb. Confess. your crimes and settle 


ind porte E in S di s and Crime 
: entral/ Act of 10. This act, and the draconian powers con- 


Now add a GATT-wreck to the price of helping farmers the wrong way 


| merican law iss ways sof making people talk. Some of the ways are ebad 


SES 


exactly the economic boost it needs. One recent IMF study 
calculates that abolishing the CAP would, at the end of fivc 
years, shave 13496 off West Germany's consumer prices anc 
boost its employment by 51296 and real Gpp by 31/96. 

After last week's meetings in Montreal, there is even more 
at stake than forgoing such gains. The negotiators made 
much progress in other areas, especially towards GATT rule: 


for trade in services. If America and Europe cannot settle 


their differences over the long-term aim of agricultural reform 
by the first week in April, this progress on services and othet 
issues will be thrown into the bin. If this were to happeg, 
Europe would lose at least as much as America. 





Hormone war 


Without agreement, the prospect ofa An war bebés. A 
rope and America will become reality. From January Ist Eu 
rope intends to block all imports of hormone-treated meat, 
which come mainly from Ámerica. The Americans promise tc 
retaliate. Congress will start drafting a new farm bill in 1989. 
Unless Europe accepts the core of the zero option, the bill wil 
prepare for an export-subsidy war. 

Europe cannot afford to laugh off this threat. Though th« 
American administration is strapped for cash, it has rarely 
resisted calls to support farmers. Nor can Europe afford to gc 
on blaming American intransigence for the lack of progres: 
on agricultural reform. Instead, it should exploit the two vital 
areas where America is flexible. One, the zero option does 
not call for the abolition of all subsidies to farmers, and hence 
of the European peasantry; its emphasis is on price support: 
that distort trade. So the EEC would be able to promise farm: 
ers that it will gradually shift its spending from price to ip: 
come support. And two, the United States has relaxed: 
end-of-century deadline for eliminating the most. offensive 
subsidies. Both points offer a way ahead for Europe anc 
America to reform farm trade—and save the GATT round. 









tors to nail dos ever-elusive criminals, the mafia. But i it ha: 
become an ail-purpose weapon, not just for prosecutors, but 


for private plaintiffs’ lawyers as well. The latest target of RICC 


is Drexel Burnham Lambert, an investment bank accused o: 
securities crimes in cahoots with the currently imprisonec 
Ivan Boesky. ere 

Mr Rudolph Giuliani, : an ambitious federal prosecutor fo: 
the southern. distri xf New York, which includes Wal 
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Sir Michael Herries, Chairman, The Royal Bank 
af Scotland Group pic 


one of record growth for the Group, with 
profits before tax exceeding L300 million for 
the first time. Our obiective is to remain an 
independent group, offering an increasing 
variety of services and possessing a unique 
blend of cultures and skilis. We intend not 
merely to sustain this strong perfarmance but 
to improve upon it. 


BROADENING OUR GEOGRAPHIC HORIZONS 

The acquisition of Citizens Financial Group in the USA and our 
altiance with Banco Santander Group of Spain wii broaden our geog 
horizons dramatically and strengthen our position as an international 
tinancial services group. The Group's interests today extend well beyond 
those of a traditional clearing bank to embrace merchant banking, 
venture and development capital, stockbroking, instalment credit, leasing, 
tectoring, credit card operations, travel services, insurance and invest- 
ment management. The Group's representation extends to the financial 





markets of the world but we remain firmly thirled' to our roots with our 


head office in Edinburgh. 


WE CAN BEST ACHIEVE REWARDS AS A GROUP 

Our subsidiary divisions operate with a substantial degree of 
autonomy with the Group board harnessing their talents and channetling 
them towards overall strategic objectives. 

Each division is successful, but it is collectively that optimum 
development can be achieved and it is as a Group that we can best 
achieve rewards for our shareholders, 


PERFORMANCE AND GROWTH | | 

Record profits before taxation of £. 309.2 million were achieved, 
an increase of 57% on last year. Earnings per share are at an all-time high 
of 67.1pand 120% greater than four years ago. 

We are extending our global representation and are seen as an 
increasingly international organisation, Citizens Financial Group. will 
open our links with US markets, while Banco Santander Group will give 
us entry to Spain, Germany and Belgium, and soon Gibraltar The two 
Groups are atso looking turther into Europe and into the Far East, where 
the Royal Bank is already established. 


DIVIDENDS 

The directors recommend a final dividend on the ordinary 
shares of 9.7p, giving a total for the year of 15.0p per share (1987 - 
12.7p). This represents an increase of 18% over the previous year and 


reflects our boards policy that our shareholders should continue to 


benefit from the Group's achievements, 


ECONOMIC DEVELOPMENTS 
| The world economy has grown well in what could have been a 
difficult year and Britain has been in the forefront, with domestic demand 


The year to 30th September 1988 has been: 


reaching a peak of 7% this summer. This has brought a rise in ieliet ion, E XS 


deterioration in our balance of payments, and progressive interest rate s 
increases. We hope demand tren ids can be slowed down tó per mita móre 
modest but sustainable growth. 

. looking ahead, the advent of the single European marketin 
1992 and a reduction in oil earnings point to a need for further improve 54 
ment in UK productivity to match our neighbours. 


PARTICIPATION-IN THE COMMUNITY — | 

In its first year the Group" Community Fund subséribed 
£180,000 to deserving causes in job creation, the national heritage and 
the environment, including conservation groups. We believe itis incum- 
bent on us to participate fully in the community and will continue to 
identify and assist deserving projects. 


THE FUTURE 

Our goat is prudent growth, development and Success to: 
ensure the Group's continuing independence, with automation and tech- 
nology assuming increasing importance, 

We will follow our traditional approach of prudent and careful 
appraisal of any new development: or opportunity while still maintaining 
flexibility: The wide variety of our markets presents both challenges and 
opportunities. We remain confident in the Group's strengths, its adapt- 

ability to meet these chali lenges and its ability to succeed in the years 








ahead. 
KEY FIGURES | fear ended Yearended  % 
mE 30 Sent, 1988 36 Sept, 1987 Change 
Profit Gator taxation | | £309.2m ] £197.2m . | 57 
Total assets £21659.9m £19,119.2m 13 
. Dividends jer 256 ordinary share 15.0p 7p —— i8 i 





Kiai GENERAL MEETING - 

. The annual general meeting of The Royal Bank of Scotland 
| Group pic will be held on Thursday, 12th January 1989 at 12 noon at the 
Caledonian Hotel, Princes Street, Edinburgh. 


porro rt ERG c MT 


| ANNUAL REPORT AND ACCOUNTS | 

| For à copy of the annual report and acca nts, pi ease COT 
plete this form and send it to the Secretary, The Royal Bank of 

| Scotland Group pic, 42 St Andrew Square, Edinburgh EH? 2YE. 


| 
| Name 


| Address 


—— Ed 
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dw trial. 
Tf Drexel and Mr Milken are proved ee aie Beni) 

‘should be severe, for they and Mr Milken are alleged to have 
made millions out of stock offences.-But it would surely be 





Ore à firm suffers for it: Justice to Drexel apart, the case 
ould help guide other firms as to what is permissible and 
at is not in the hazy area of securities law. 


ruel and unusual 


latest and best publicised of a long list of questionable uses of 
RICO. That particular section of the 1970 act has been used 
gainst a nuclear-power station, another securities firm 
Picea Newport, which went bust as a result of the 
harges) and many other white-collar criminals. 

The section's aim is laudable: to prevent mobsters from 





those cases where i it is too easy 


NEW road ME over the Tonos is to be built in east 
A London. The public inquiry into this project stretched 
ver 16 months. A new high-speed rail line is planned all the 
way from London to the Channel tunnel. Thousands of peo- 
le along its possible routes are in uproar. Yet this, like the 
unnel itself, may get no public inquiry. Instead of seeking 


much as for a superstore—the promoters will try an easier 
way: put a private bill through Parliament. 


moted 20 such bills in the past ten years; the latest to autho- 


hunnel link is built, the better. Yet it is bizarre that, while 

me modest projects face detailed public i inquiry, huge ones 
n take a short cut via Parliament, by way of private bills or 
vernment-backed "hybrid" ones. 

— That way is not always open, or speedy. Promoters of a 
xrivate bill must show they need powers that only Parliament 
n give (to build a new marina, say); and a bill, like the one to 
tend Felixstowe docks, can be blocked for years by political 
Yostility. Yet the special powers are only a tiny bit of most 
bills, and private bills usually do move fast. Evidence is taken, 
ver a few weeks or months, by a parliamentary committee. 
ts. members are seldom. technically expert, Only they, not ob- 


ntention ‘was to pressurise | 
1 a glamorous victory without 
tainly:be a long and. gompli- : 


with. thousands of small d E while still meting oe 
ishment appropriate to an overall crime. E 


more helpful if this could be established in a court of law be- 


This is not special ° pleading for Drexel. Its case is only the "i | | 
. moosing. Mr Giuliani is using RICO purely as blackmail. 


"Getting permission to build fagi; in Britain is too difficult. Except in 


lanning permission—which is needed for a tiny shed as 


This is normal for railway works. British Rail has pro- 


e redevelopment, partly on other people's land, of two big - 
tions in north London. Such schemes are often in the pub- 
“interest as well as the promoters’, and the quicker the 







- There is nothing wrong, in principle, with either of there 


"attractions. It is odd, for instance, that in Britain's best 


known pending securities case, the Guinness affair, most of 
those awaiting trial are charged with offences that did noth- 
ing to fatten their own wallets directly. Their employers, who 
benefited financially and should have exercised more control 


over their staff, face no charges. 


The problem is that RICO is now being misused by pros- 
ecutors. The reason the act empowers prosecutors to freeze 
the assets of a "corrupt organisation" pending trial is that 
mafia money tends to melt away between indictment and con- 
viction. There was no serious danger of Drexel's assets v; 






law should be altered to require that a judge be satisfied of a 
real danger that assets will disappear unless RICO is used to 
freeze them. A person cannot be denied bail unless a judge is 
convinced he would flee. A company's assets should not be 
summarily jailed without trial either. 








jectors, can cross-examine the promoters’ witnesses; BR's 
claim that the process lets all interests be "fully and fairly" 
considered is baloney. So the private bill is sometimes abused; 
as when Hampshire county council tried (though, for once, it 
failed) to push through a by-pass in the New Forest. 





What room for compromise? 


Yet a scheme—like that by-pass—may be years overdue. Pub- 
lic inquiry easily adds a year more: the Sizewell nuclear-power 
inquiry, with its layers of lawyers and documents, took fout 
years to end in a 3,000- -page report. A road scheme in Britain 
may take 15 years to win authorisation. A railway scheme 
takes three. Compromise is needed between a road's absurd 
delay and a rail link’s escape from sufficient public scrutiny of 


environmental and other consequences. 


A parliamentary committee on private bills has suggested 
the right first rule: put planning issues back into the planning 
process, leave only the special powers to Parliament. The 
same should go for big government-backed schemes. Parlia- 
ment's approval for them should be sought always, not merely 


when ministers think fit (as for Sizewell). For smaller schemes, 
- give planning inquiries a fierce timetable and keep them to it. 





Over the howls of the green lobby, make such inquiries stick 
to detail, not re-open broad issues already decided—and 
speed both their reports and ministers' decisions. 










Patient's dilemma 








Doctors pro ; 









Vha t can be done about it? 





HE contract between patient and doc- 
. tor is simple: "I trust you, you take care 
ofmy health." Under the terms of the con- 
trac the tostor aae digi neue) for 








a service € called ca Pun 
pt that they lack the knowledge to 
oose the best treatment and medicines. 
They rely on the judgment of doctors. Be- 
zause doctors are jealous of their indepen- 
dence, patients assume that they will pro- 
vide them with the best possible treatment 
wailable, whatever the cost. 





Ope rational differences 


Such trust.is put in doubt by huge differ- 
es in the treatment of patients. The Japa- 
spend more per head on medicines 
y else on. earth. Patients in 


















; de their patients: with increasingly unsatisfactory medical ad- 


American hospitals receive, on average, 
twice as much medicine as patients in Scot- 
tish hospitals. À survey of seven European 
countries shows marked differences in the 
use of anti-diabetic drugs, yet the incidence 
of diabetes does not differ markedly be- 
tween these countries. Áccording to the 
World Health Organisation, three times as 
many tranquillisers and sleeping pills are 
prescribed per person in France as in Spain, 
but four times as much antibiotics are pre- 
scribed per person in Spain as in France. 
The rate of surgical operations also var- 
ies enormously. According to the Depart- 
ment of Community Medicine and General 
Practice in Oxford, one women in five in 
Britain has a hysterectomy (her womb re- 
moved) sometime during her life. In Amer- 
ica and Denmark, seven out of ten women 
have a hysterectomy. In America 20% of ba- 
bies have Caesarean births; in England and 
Wales 996; and in Japan 8%. The number of 
coronary heart by-passes conducted in 
America for every 100,000 people each year 


. plete explanation. 





is 61; in England and Wales six; in Ja 
one. Yet coronary heart disease | is. 
moner in Britain than in the United S 
and the proportion of deaths caused 
onary heart disease in Japan i is only. ; 
in America. | "i 
Some of these differences can 
plained by cultural factors. The Sp 
like tranquillisers. Surgical rates are low 
Japan because the Japanese have ari ave 
to being cut up. But this is far from ač 
















































Questions on medical treatment 
creasingly controversial. When an 
should a doctor prolong the dfe of 
baby? Of the several dif it classe 


which is s best? How Shek di m 
conduct a cervical-cancer screen 
medical profession is finding it hard 
a consensus because of an explosion 
ical knowledge and the increasing 
more sophisticated machines. - | 
The lack of consensus is also in par 
result of the “founder — effect". 
gynaecology lecturer teaches thous 
students. Some of the students be 
morrow's lecturers. If the lecturer 
ticular Musis. it is passed on, 














































































cal centres de el a liking fora a pa j 
therapy. National differences are wide: 
by doctors acting within constraints 


OCURRE to use SMS CUR ins sore cas 
doctors' decisions are warped by the 
vested interests—they have a financia 
in the therapies they recommend. - | 


Practice and malpractice | 
The governments of most industrial 
tries regulate strictly the manufactur 
and distribution of health products 
vices. Their aim is to provide the publ 
safe treatment at a reasonable price 
usually paid by national health prog 
or employers. But manv in the medical 
fession think that regulations somet 
prevent doctors from providing the 
therapy available. It is often said, for 
ple, that new drugs are kept off the 
de too long because regulators are not hel 
responsible for the loss of lives that ther 
drugs could have saved, only for the dea 
and side-effects that new drugs cause. 
Tagamet, an anti-ulcer drug tha 
cently won Sir James Black a Nobel prize 
case in point. Tagamet was approved b 
British authorities within two mont 
it was introduced in 1976. Ameri 
and Drug Administration W 












o $ Britain 





Sources: World Resources Institute; WHO; OECD. 


much more information, took 13 months to 
rocess the application. Canada took eight 
months; Switzerland, ten months; Norway, 
9 months; and Sweden, 20 months. And 
apan did not approve Tagamet until Sep- 
ember 1981—five years after it was ap- 
roved in Britain. 

- The cost controls recently introduced 
by governments, insurers and employers to 
urb soaring medical bills have also limited 
he discretion of doctors. They are being 
ked to ponder whether the treatment they 
vour can be afforded. This happened in 
merica in 1983, when the federal govern- 
ent changed the way it reimbursed hospi- 
als for treatment covered by Medicare, the 
health. scheme for old people. The fee-for- 
ervice system was scrapped and replaced by 
-a system which sets a flat fee for a given 
ervice. 

Under the old scheme, doctors codi] or- 
t up a battery of medical tests or opera- 
ons and know that whatever they asked for 
ould be paid for. Doctors benefited. So, it 
was argued, did their patients. Under the 
new scheme, doctors have no guarantee that 
a service will be paid for unless it falls within 
imits set by government. American firms 
hat pay for their workers' medical care have 
ntroduced similar schemes into their hospi- 
tal health plans. — 

Cost-conscious health plans have 
sprung up to satisfy the growing demand for 
cheaper medicine in the United States, a 
yuntry where medical costs are a 
gh (see chart). The most common sort is 
e health maintenance organisation (HMO), 
hich provides a list of medical services that 
can be paid for by a flat monthly fee. 

Hm : Maniy Mediçare hospitals now award 
tomies as OANE Meo E They re- 
yke a doctor's staff privileges if his patients 
overstay their welcome. Commercial insur- 
s discourage the use of expensive hospi- 
tals. HMOs commonly offer money and other 
inducements to make doctors. cost-con- 
scious when they treat patients. - 

- Yet health costs in the United States 
continue to rise in line with complaints 


about fast deteriorating standards. The 
complaints are sometimes well founded. In 
July Oregon's state government decided to 
cease paying for heart, liver, bone and pan- 
creas transplants on Medicaid, the Ameri- 
can health service for the poor, and to divert 
the money saved to support pre-natal care. 
Asa result, a seven-year-old boy requiring a 
bone-marrow transplant died needlessly of 
leukaemia. 

In Britain costs are curbed by rationing. 
About 700,000 sick people are currently 
waiting for some kind of treatment. In Japan 
prescription drugs are dispensed by doctors 
rather than pharmacists—a system of distri- 
bution that has turned doctors into pill 
pushers. The Japanese national-health in- 
surance scheme sets a price for each medi- 
cine. The government pays it to the doctor 
each time the drug is prescribed. The doctor 
purchases the drug at a much lower price 
from wholesale distributors and pockets the 
difference. In consequence, Japanese doc- 
tors have an incentive to prescribe lots of 
expensive medicines. 

The Japanese government is trying to 
persuade doctors to dish out newer, fancier 
pharmaceuticals by reducing the prices of 
older products. This sometimes produces 
unfortunate results. Modern antibiotics, 
which are among the most expensive drugs, 
account for nearly 20% of all the drugs pre- 
scribed in Japan. This heavy consumption of 
powerful antibiotics has led to side-effects 
and increased resistance of bacterial infec- 
tions to treatment. 

An added medical overhead in Annee 
is the high insurance premiums that doctors 
pay. According to the American College of 
Obstetricians and Gynaecologists, malprac- 
tice-insurance premiums for its members 
have increased by up to 345% since 1980. 
Long Island has the highest premium in 
America—$96,878 a year. The number of 
medical plaintiffs awarded $1m or more by 
the courts each year has more than quadru- 
pled since 1980. America probably has the 


highest rate of Caesarean sections in the 


world. This is in large part explained by doc- 
tors' fears that they would otherwise be sued 









































for not performing the operation—or fo 
performing it too late. 

The pharmaceutical market has becor 
more competitive: the patents on top-seli 
products have run out and the profitabi 
lifetime of a new pharmaceutical ha 
dropped from a decade to five years or les: 
Insiders in the drug industry readily admi 
that the best-selling products are often nc 
the most effective ones, but those that ar 
promoted the hardest. 






Human guinea pigs 

In America drugs companies have begun t 
offer inducements to the federal goverr 
ment to persuade it to let doctors prescrib 
their products in government-supporte 
programmes. Wellcome, a British drug 
company, offered $5m to the federal goverr 


ment in September so that impoverishe 


AIDS patients could continue to receive AZ 
its anti-AIDS drug, free of charge. But the o 
fer was made conditional on America 
Congress agreeing to spend another $101 
on a programme for impoverished AIDS vi 
tims who were being being treated with Az 

In the old days doctors were given W 
thing from ballpoint pens to invitations t 
allexpenses-paid conferences by medic 
companies. Promotional tactics today ai 
more subtle. Dr Bill Inman of the Dre 
Safety Research Unit at Southampton r 
cently uncovered what he regards as a duk 
ous practice in Britain. Drugs companies, t 
says, are recruiting general practitione 
(GPs) to help them conduct what they cz 
post-marketing surveillance trials. These ai 
trials that follow the progress of a medicir 
after it has been approved for sale—in ord 
to identify serious, but rare, side-effects th: 
can be spotted only when lots of people ai 
taking the drug. Companies pay doctors 1 
participate in these trials—up to £100 p 
patient. But the patients volunteered | 
their doctors for the trials are usually ui 
aware that they are guinea pigs. Dr Inmz 
discovered 596 of doctors were responsib 
for 50-6096 of the. prescriptions for thr 
new drugs. 

According to the Consumers’: Associ 
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ven. though the com- 
formation on Pai 





gress is looking i into sev- 
me ere are ; Suspicions that 





E of biomedical research, might have been un- 
duly influenced by the financial stake they 
‘had in Genentech, the maker of the drug 
-TPA that they had tested. Fourteen research- 
-ers who tested the drugs under NIH grants 
either owned shares in Genentech or had 
lose relatives who owned shares in the bio- 
nology company. 
TECA Congressional hearing was. told that 
-researchers had twice increased the doses of 
the drug without informing patients that it 
| Was an experimental drug and that it might 
be lethal. Several of the patients who re- 
ceived these high doses died of brain 
haemorrhages before the NiH board inter- 
vened in 1986 and insisted that doses be 
reduced. 

Suspicions of widespread abuse of the 
Medicare programme are also under scru- 
tiny. Though many doctors have perfectly 
legitimate investments in centres for com- 
puterised body scanners or cancer treat- 
ment, questions arise when they refer their 
Medicare patients to these companies (‘‘self- 
referrals" is the term of art). Congressional 
watchdogs have a collection of investor 
prospectuses for joint ventures or limited 
partnerships that promise to supplement 
doctors’ incomes by $50,000-60,000 a year if 
ghey make lots of self-referrals. 










e cure? 
‘For one reason or another, doctors are fail- 
"ing to honour their health-for-trust contract 
¿with their patients. Governments every- 
3 ere are trying to improve their policing of 
the medical profession, so that doctors who 
-are incompetent or who have questionable 
-business links are spotted. But stricter regu- 
lation cannot by itself correct the abuses. 
. Patients themselves will have to ask 
their doctors more questions and to take an 
informed interest in their health. As it is, 
‘doctors are asking their patients to take 
more responsibility for their well being—by 
drinking less, exercising more, cutting down 
on fatty foods and giving up smoking alto- 
gether, Health fads and scares are an inev- 
itable result, but on balance public-health 
standards have improved. 
© The next step is for the medical profes- 
'sion to make people better informed about 
prescription drugs and the rest of therapy. 
"These are a few ways that it could be done: 











y th Polis $ queen supporter | 


@ Surveys: show that most m people want 


to know more about their illnesses and 
about the various treatments that are avail- 
able. This is true even in Japan, where doc- 
tors are revered and so secretive that they 
often do not even tell a patient when he has 
terminal cancer. 

For a start, patients everywhere should 
be told when they are being given drugs that 


-have just come on to the market and when 
they : are being volunteered 7 guinea pigs in 


a drugs’ trial. They should also be told about 
the risks that they are running. 

So long as the guidelines are strict, di 
rect advertising of drugs and medical treat- 
ment to the public can make laymen better- 
informed patients. In America medical 
advertising is already permitted. Genentech 
boosted sales of TPA with an eight-page 

"educational" advertisement in Time maga- 
zine and by promoting the drug on Lifetime 
cable, which has 35m American subscribers. 

Several American states have passed 

laws that require treatments to be explained 
to patients in words they can understand. 
California has a law for "informed consent" 
on hysterectomies. It requires surgeons to 
tell their patients about the possible risks 
and complications, about the likely length 
of their hospital stay and recovery period, 
and about alternative treatments and their 
COStS. 
e Patients should have the information they 
need to judge the efficiency or otherwise of 
hospitals. The American government 
started two years ago to publish the mortal- 
ity rates of 6,000 hospitals around the 
United States. À similar review of 15,000 
nursing homes will be published soon. 

Britain's health minister, Mr Kenneth 
Clarke, has the good sense to want to make 
it easier for patients to change doctors. A 











. practice, a patient can see a specia is 
“on the recommendation of his own G 


accessible to both doctors and patients. 





survey Pis ‘the Cons 
found that two-fifths - 
refuse to accept new patients 
they are "difficult "—medic-speak. for t 
patients who have fallen 
neighbouring. GPs. In another. 
































e Patients need a well-publicised Sys 
making complaints without going to law 
William Roper, the head of America 
eral Health Care Financing Administ 
(HCFA), would like to go further and t 
troduce what he calls (in business-schoo 
gon)' ‘healthcare effectiveness measures 
"outcome management”. | 
If Dr Roper has his way, mega-datab 
will collect the masses of information c 
tained in the medical records of insur: 
companies, Medicare and other ager 
that pay medical bills. The health of pati 
will be monitored. They will fill in for: 
scribing their symptoms and feelings 
treatment so that medical scientists cai 
sess the good (and harm) done by diffe 
treatments. The data, once analysed, wi 















































The performance of doctors has n 
been measured in this way. Doctors are: 
tical that it will prove a great advance. Mi 
prefer to rely on personal experience supple 
mented by medical journals. Only a 
medicines, like penicillin, are real break 
throughs. Most treatments work a 
fashion. This once-healthy — scep 
among doctors is probably overdone 
that there are cheap, efficient compute 
collate the information on symptoms, side 
effects and cures. 

Several studies have been conducted. 
the value of different treatments of can 
arthritis and heart disease. The results 
be useful. For instance, Mr Mark Chass 
and others at Rand, a Californian cor 
tancy, recently completed a study of c 
endarterectomies in America—oper: 
costing $112 billion a year for the remo 
deposits from neck arteries. They foun 
64% of these operations are either unj 
fied or of debatable value, because th 
toms do not seem serious enough to ru 
risks associated with the operation. Fo 
onary by-passes the equivalent figu 
4496; and for pacemaker implants, 
Similarly, two Dublin doctors reported: 
recent issue of the British Medical Jou 
that a fifth of patients in Britain with sligh: 
high blood pressure are treated with dru 
unnecessarily. 

In attempting to draw up any sort 
medical guidelines, governments face opp 
sition from the medical profession. Docto 
call it "cookbook medicine". Governmen 
should nonetheless persevere. More i 
formation about competing treatmer 
promises to improve healthcare and also 
slow the rapid rise in health costs. 
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Yet another record : year with profits growing 26%. 
Over the two year period since September 30th 
1936 earnings per share increased by 5096 and dividends 
per share by 4696. In the same period cumulative 
profits growth reached 56%. 


Recent strategic and operational realignments have 
strongly positioned Grand Metropolitan to become 
one of the world's leading. food,. drinks and retailing 
companies. 

Development will be balanced between: "Western 

Europe, North America and Japan/Far East based on 

| strong brands, a first class property portfolio, robust cash 
| generation and in-depth management excellence, 


This powerful combination and clear strategy will 
continue adding value | to Grand Metropolitan through- — | 
out the pue. | 


is ‘Grand Melrópiditan PLC, 1-12 Hanover Square, Londen WEA IDP.— Grand Merropotitan inc. 108 Forages Brive: Montvale NJ (AX UA. c.l 























































ROM ouR TOKYO CORRESPONDENT 





HE Japanese like masks. There are even 
= couple of well-known words to de- 
scribe the face you put on in public 
(tatemae, appearance) and what you actu- 
“ally look like behind that face (honne, real- 
ity). Half-truths or virtual lies are accepted 
for form's sake. Things may be changing. 
ie course of the Recruit scandal suggests 
Mat, even in Japanese public life, truth is be- 
ginning to be seen as an absolute. 
The scandal has rumbled on since July. 
In the past week it detonated twice: first, on 
December 9th, with the resignation of the 
finance minister, Mr Kiichi Miyazawa; then, 
five days later, when the chairman of Nip- 
pon Telegraph and Telephone (NTT), Mr 
Hisashi Shinto, quit. They were the two big- 
gest fish yet netted in a scandal that has im- 
plicated scores of politicians, civil servants 
and businessmen. These people, or their 
aides and relatives, were sold shares cheaply 
in Recruit Cosmos, a property subsidiary of 
the Recruit group, shortly before Recruit 
Cosmos was registered on Japan’s over-the- 
counter stockmarket. When it was, their 
holdings shot up in value. They made large 
"profits from promptly selling them. 
.. None of that was necessarily illegal. 
There seem to have been no insider-trading 
violations, and politicians commonly re- 
ive cheap shares or share tips as a form of 
“political donation. But, belying some predic- 
tions early in the scandal that indifference 
< born of cynicism would be the general pub- 
lic reaction, the sordidness of the tale has 
:shocked the Japanese. The size of the 
-share transactions suggests at best in- - 
.fluence-buying on an unprecedented 
_scale, and at worst criminal bribery— 
- including a suborning of the hitherto 
-incorruptible civil service. By Japa- 
-nese standards the individual sums of 
money involved do not amount to 
much; but in total the Recruit scandal 
- is already looking like a more serious af- 
¿fair than the Lockheed bribery case of 
-the 1970s. 
Mr Miyazawa's resignation seemed at 
first to have drawn the political sting from 
pi air. He was forced out because he 
inged his story too often in trying to ex- 
1 how his aide had come to use his name 
eely—to the. point of having it put on 
shares—in a transaction which the f- 




















ie mask has to drop 


nance minister claimed he knew nothing 
about. He was sacrificed by the prime minis- 
ter, Mr Noboru Takeshita, in return for the 
backing of two opposition parties for the 
government's tax-reform legislation, now 
before the upper house of parliament. 

That should have been that: a quiet deal 
to let the tax-reform bill through and the 
scandal melt away. This scandal, however, 
has taken on a life of its own. On December 
14th NTT's chairman abruptly resigned. Mr 


Shinto left after it came out that ¥9m 


($73,000) of the Y21m profit his secretary 
had made from selling Recruit Cosmos 
shares had been transferred to one of his 
boss's personal bank accounts. Mr Shinto 
had previously denied benefiting from the 
share transaction in any way. Even the elas- 
tic tatemae of a politician could not have 
covered a lie like that. 

The NTT connection is potentially the 
most explosive link in the Recruit affair— 
and it is being minutely examined by the To- 
kyo public prosecutor's office. The Recruit 
team under Mr Noboru Matsuda is a deter- 
minedly independent bunch of investiga- 
tors. The public prosecutor's office un- 
earthed the transfer of money to Mr 

























Shinto's account, and did the grou 
that is about to bring a Recruit execu 
trial on charges of trying to bribe an 
tion member of parliament not to rai 
tions about the NTT link. | 

Why the hush-hush? Tbe fru 
is in the telecommunications busines 
and it employs several former officia 
NTT (which is being privatised in stages, 
is still mostly owned by the governm: 
Recruit took delivery of at least two of 
three supercomputers NTT bought fron 
American company called Cray Res 
The purchases were made at a time whent 
then prime minister, Mr Yasuhiro Na 
sone, was being pressed to make some flas 
imports of American goods as a way o 
ducing anti-Japanese fever in Washin 
Why the supercomputers went to R 
and how that deal was connected to N 
subsequent leasing of normally scarce « 
communications lines to _ Recruit 





suspect that Recruit got pd 

favourable treatment from NTT in exchang 

for taking the computers off its hands. 
Like the NTT transaction, she. 


Mr Noka ore was s prime minister. MEN "Na 
sone has remained silent on the ma 


ness veh hé is ai a o t 
search institute Mr Nakasone set up.as 
power base after he stepped down às p 
minister. Mr Shinto was brought into 
to oversee its privatisation, a big part o 
Nakasone's reform programme. 
.— All four of the people handp 
by Mr Nakasone to serve o 
governments tax co 
. among them Mr Hiromasa 
| Recruit's chairman until he 
| signed soon after the sca 
-broke—have resigned from 
council or are expected to be dismissed f 
it. Two businessmen friends and advise 
Mr Nakasone's are also resigning from t 
Japan Association of Corporate Executiv 
a leading economic organisation, beca 
their involvement in the Recruit affair 
say they will also resign from all their g 
ernment-related posts. ! 
How much wider might the sca 
spread? Civil servants are beginning t 
One is Mr Kunio Takaishi, formerly 
bureaucrat at the education ministry 
had been planning to stand for parli: 





ASIA 





with the backing of the Nakasone faction. 
Mr Takaishi was in charge of the education 
ministry at a time when Mr Ezoe was ap- 
pointed to a couple of its committees. Many 
in Tokyo expect the public prosecutor to 
bring criminal prosecutions against some 
civil servants on bribery charges. That fate 
seems unlikely to befall any politicians, 
though this might change if it was found 
that any had received shares while Recruit 
business was before their ministries. 

The ruling party might still ride out the 
trouble. Mr Takeshita has no big legislation 
in mind for next year. Once.tax reform is 
out of the way his sole policy initiative is 
likely to be his idea for furusato (“home- 
town' ). This is purportedly a regional devel- 
opment plan but is in fact—business as 
usual—just a new way of channelling large 
sums of money to the constituencies. 

But Mr Takeshita must be feeling 


queasy. The Nakasone link worries every- 
one at the top of the party. The callous sack- 
ing of Mr Miyazawa has left his faction in 
danger of splintering. That could cause the 
endless everyday sniping among the ruling- 
party factions to break out into open war- 
fare. With an unpopular new consumption 
tax to impose in the spring, an upper-house 
election due next summer, and his own re- 
election as party leader and prime minister 
due next autumn, Mr Takeshita can do 
without the headache of a party at civil war. 

Most nightmarishly of all (from his 
point of view), Mr Takeshita could find him- 
self with a political system disintegrating 
around him. During their 30-plus continu- 
ous years in power the Liberal Democrats 
have been comfortably able to ignore any 
worries about the consequences of political 
corruption. Unmasked, they could find 
them hard to face. 





New Zealand 


Who framed Roger Douglas? 


FROM OUR CORRESPONDENT IN WELLINGTON 


HE battle between New Zealand's prime 

minister, Mr David Lange, and his fi- 
nance minister, Mr Roger Douglas, seem- 
ingly ended this week. Mr Douglas was 
sacked. The free-market policies of the 
countrys extraordinary Labour govern- 
ment will continue: the new finance minis- 
ter is as keen on them as Mr Douglas is. But 
the steam of conviction driving them for- 
ward may have gone. 

The quarrel between Mr Lange and Mr 
Douglas, who once were close friends, 
started a year ago when the prime minister 
became worried about rising unemployment 
and high interest rates. The reform of the 
country's once tightly regulated economy 
was causing the average family nothing but 
pain. Mr Douglas had too much support in 


the cabinet for Mr Lange to overrule him 
there. Instead, he publicly scuppered some 
proposals he disliked, including one for a 
flat-rate income tax, and relied on his pres- 
tige to protect him. This infuriated the 
Douglas camp; rumours about Mr Lange's 
mental health began to circulate. The prime 
minister responded last month by sacking 
the privatisation minister, Mr Richard 
Prebble, a close ally of Mr Douglas. 

The quarrel came to a head on Decem- 
ber 14th. Mr Douglas said he would not re- 
main finance minister if Mr Lange were re- 
elected party leader (and thus prime 
minister) in February by the Labour mem- 
bers of parliament. It seems likely that Mr 
Douglas believed this declaration would free 
him to start a campaign to unseat Mr Lange; 





Douglas explains that he didn't resign after all 
20 


he wanted to get his blow in before the par- 
liamentarians scattered for their summer 
break. If so, it was a mistake. Mr Lange 
pounced on this "resignation", promptly 
sacked Mr Douglas and confidently an- 
nounced that he was bringing forward the 
leadership battle to Christmas week. 

Mr Lange probably has enough support 
in the party to secure his re-election. He has 
the backing of the deputy prime minister, 
Mr Geoffrey Palmer. Even more important, 
he has persuaded the respected health min- 
ister, Mr David Caygill, to take over Mr 
Douglas's job. It was only Mr Caygill’s ear- 
lier refusal to accept the job that stopped Mr 
Lange from firing Mr Douglas in Septem- 
ber. The Douglas supporters probably 
hoped that Mr Caygill would be their stan- 
dard-bearer in the leadership struggle. The 
only possible challengers his refusal leaves 
them with are the unassuming Mr Douglas 
and the unpleasant Mr Prebble. 

Mr Caygill's support for Mr Lange has à 
price. The prime minister is stuck with most 
of Mr Douglas's reforming policies. Labour 
members reckon— surely correctly—that to 
repudiate the Douglas reforms would be to 
commit electoral suicide. Mr Caygill is a 
guarantee of some continuity. 

Having lost one finance minister, Mr 
Lange cannot risk his tenuous hold on a di- 
vided party by sacking another. The ques- 
tion is what dilution of policy he can extract 
from Mr Caygill to ease his conscience. Per- 
haps some more dole money for the jobless, 
or a slowdown in the break-up of govern- 
ment departments’. 

Mr Caygill’s decision to support Mr 
Lange has given the government a fighting 
chance of holding together for the two years 
until the next election. Winning the election 
is an altogether different matter. It will turn 
on the health of the economy, which has 
been mighty slow to recover. Mr Caygill wa 
described by one commentator as the onl 
winner from this affair. It would be more ac- 
curate to say that he has only got to the top 
of the mast of a ship which is springing leaks 
every hour. 


Kampuchea 


Anyway, thanks 
for the meal 


RINCE NORODOM SIHANOUK is 

enjoying his lunchtime diplomacy. In 
November he invited the Kampuchean 
prime minister, Mr Hun Sen, to a restaurant 
at Fére-en-Tardenois, near Paris, for a plat 
and a chat, the third time they have met this 
year. This week his guest was a Khmer 
Rouge leader, Mr Khieu Samphan. 

The Khmers Rouges have been reluc- 
tant to talk to other parties interested in the 
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Very tasty, say the prince and Khieu Samphan 


Kampuchean conflict. Even at the July meet- 
ing in Indonesia, which had been adver- 
tised, unwisely as it turned out, as a big step 
towards a solution of the problem, Mr 
Khieu Samphan had said little. But he had 
thought it worth a detour to the French res- 
taurant on December 14th. 

The Khmers Rouges, as the world 
knows, were responsible for the deaths of 


A beam a day keeps war at bay 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HINK of Thailand and its neigh- 

bours, communist Laos and 
Kampuchea and military-socialist Burma, 
transformed from "a battlefield into a 
marketplace". According to Mr 
Chatichai Choonhavan,  Thailand's 
prime minister since August, that is the 
dream his country will hotly pursue. 

Mr Chatichai beat one sword into an 
acceptable ploughshare in November, 
when he visited the Laotian capital, Vien- 
tiane. The two countries have argued 


fiercely over their vague frontier. There 
4 


| 
| 
. 
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was a border battle in February, in which 
Thailand came off worse. Laos has ac- 
cused Thailand of supporting anti-govern- 
ment groups, Thailand says Laos aids 
Thai communists. The optimistic Mr 
Chatichai went to Vientiane with the gift 
of a computer. The Thais will now help 
Laos build its first department store. A 
committee will look at the border ques- 
tion. Military attachés are to be ex- 
| changed for the first time in ten years. 

This week Mr Chatichai's army chief, 


L— - 
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more than lm people when they ruled 
Kampuchea in the years 1975-79. But now 
their guerrillas are the most formidable op- 
ponents of the occupying Vietnamese. 
Prince Sihanouk and his supporters are de- 
termined that the Khmers Rouges should 
not regain control of the country when the 
Vietnamese leave. The Khmers Rouges, per- 
haps under pressure from their chief sup- 


ASIA 


porter, China, now seem anxious to portray 
themselves as reasonable people. 

The prince got some encouragement 
last month when the Khmers Rouges said 
that they would support an international 
peacekeeping force for Kampuchea. This 
would presumably not only ensure that the 
Vietnamese left, but also act as a deterrent 
to a Khmer Rouge takeover. 

The lunchtime talk in France this week 
appears to have been about the nature of 
the government that would succeed Mr Hun 
Sen's, which is under the protection of Viet- 
nam and its soldiers. Mr Khieu Samphan de- 
clined to say whether his people would be in 
that government, but he did say that Prince 
Sihanouk had agreed to put aside the “hu- 
man rights issue "— presumably the record 
of the Khmers Rouges. The prince regarded 
this question as important, said Mr Khieu 
Samphan, "but a political solution is still 
more important”. 

What about Pol Pot, the infamous 
Khmer Rouge leader? Mr Khieu Samphan, 
who ranks third in the leadership, said that 
Pol Pot was still in Kampuchea but has 
"stepped back” from the leadership. Not so, 
said a commentary from Radio Hanoi, timed 
to coincide with the téte-d-téte in France. 
Pol Pot, it claimed, was commanding guerril- 
las in south-western Kampuchea. In what 
appeared to be a swipe at Prince Sihanouk, 
it attacked those "who openly negotiate 
with the genocidal clique”. 

The clandestine Khmer Rouge radio 
joined in the war of words. It said that none 








General Chavalit Yongchaiyudh, was des- 
patched to Rangoon to talk to General 
Saw Maung, Burma's strongman (and 
General Ne Win's front man). The border 
between Burma and Thailand has been 
the scene of fighting between the Burmese 
army and local rebels supported by de- 
mocracy-seeking students from Rangoon. 
Burma wants to get its hands on some 
4.000 dissidents believed to be in the bor- 
der area. Thailand has been accused of 
turning over 500 of them who had sought 
refuge on Thai soil. It is a tricky business 
for Mr Chatichai, who is eager to retain 
his reputation as a democrat: unlike his 
prececessor, General Prem Tinsulanonda, 
he is an elected member of parliament. 
But he believes that there is no harm in 
talking to the Burmese leadership. 

The chatty Mr Chatichai is now turn- 
ing his attention to Kampuchea, and par- 
ticularly to its overlord, Vietnam. Thai- 
land supports the Khmer Rouge guerrillas 
who fight the Vietnamese army of occupa- 
tion in Kampuchea. That does not sound 





T —ÀQ 


| 
like the basis for Thai-Vietnamese friend- | 
ship. Still, Mr Chatichai talks of improv- | 
ing trade and building trust. India's for- 
eign minister, Mr Natwar Singh, recently | 
brought a message saying that Vietnam 
would welcome closer links with Thai- 
land. As a result, Thailand's foreign min- 
ister, Mr Siddhi Savetsila, is to visit his 
Vietnamese counterpart, Mr Nguyen Co 
Thach, in February. Mr Chatichai is hop- 
ing to go there later in the year. 

As Kampuchea's neighbour, Thailand 
is more than academically interested in 
Vietnam's promise to pull its army out of | 
the country by 1990. Friendlier relations 
with Vietnam might lead to an agreement 
which would allow Thais to go into 
Kampuchea to check that the Vietnamese 
really do withdraw. Vietnam, in return, 
would want assurances that Thailand 
would do its best to keep the Khmers | 
Rouges in check. | 

Where is all this chumminess leading? 
Mr Chatichai no doubt appreciates that 
his poor neighbours are not very promis- 
ing trading partners. But a safer Thailand 
is a prize worth gaining. Vietnam and its 
satellites, and Burma too, are all pretty 
wobbly. Beaming at them can t hurt. 
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Swiss Bank Corporation: The professional interface 





When the markets are racing 
to keep up with the news, 
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The financial markets never stop, and 
the pace in foreign exchange can 

get dramatic. With information flooding 
in at electronic speeds, you need to 
sift out what's new and what's not, and 
what's relevant to you. You can't 

keep up with the whole world, but you 
can work with a partner who's in 

the markets constantly. A professional 
whose advice and timing you can 

rely on. Try us out in foreign exchange, 
and find out what we can do for 


your business wherever your business 
narkers. takes you. 
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ASIA 
of the soldiers Vietnam claims to have with- 
drawn from Kampuchea had left. They had 
simply swapped their uniforms for 


Kampuchean ones. 
A cognac, sir, to help the digestion? 








North Korea 


Hermit peers out 


ORTH KOREA once had a powerful 

prime minister who made policy and 
took the big decisions. This was Mr Kim Il 
Sung. When the constitution was rejigged in 
1972 and Mr Kim became president, he 
took his authority with him. The prime 
ministership became little more than a husk, 
occupied by men relied upon to carry out 
orders without questioning them too much. 
Might this be changing? 

The new prime minister, Mr Yon 
Hyong Muk, appointed this week, is that 
rarity in North Korea, a politician with a 
— firm grasp of international affairs. Not only 
— does he speak the obligatory Russian, he has 

. a good knowledge of Japanese and French. 
. He has travelled widely, at least in Asia, ac- 
companying the president and his ambitious 
son, Mr Kim Jong Il, to China and Russia. 
- Any suspicion in the xenophobic North 
that Mr Yon might be too well disposed to 
foreigners is allayed by his record of loyalty 
to President Kim. He is an authority on the 
Kim philosophy of juche (self-reliance) and 
he is a member of the Politburo of the ruling 
Workers' party. 
Although, at 63, Mr Yon is not exactly a 


- new broom, he is among the intelligent men 


close to the top who have come to realise 
that North Korea must change its ways if it is 
to thrive. They are proud that the North, 
flattened in the war of 1950-53, now has a 
ONP per person of a bit over $1,000, second 
only to South Korea's among the develop- 
ing countries of Asia. But the South's fore- 
cast for this year is $3,700, and an astonish- 
ing $5,000 for next (just about possible, 
although implying a steep appreciation of 
the won against the dollar). Self-sufficiency 
is not the way for the North to keep up. Join- 


— ing the real world may be. The real world, 


especially the South's realistic President 
Roh Tae Woo, is eager to embrace the 
hermit. 

But the North has had intelligent men 
in its government before, and they have not 
stopped it committing terrorist outrages or 
indulging in economic folly. Among those 
with real power, who might lead the North 
out of its isolation? Its "great leader” for the 
past 40 years, Mr Kim Il Sung? Mr Kim and 
his fatuous title are obsolete. He belongs to 
the time of Stalin and Mao and looks as life- 
less as his statues, which disfigure every 
town-centre in the country. His decline as a 
serious figure even in the communist world 
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was completed by his campaign to boycott 
the Seoul Olympics this year, ignored by al- 
most every country he called an ally. 

His word is still law, but it is tempting to 
believe that in moments of reflection the 76- 
year-old president accepts that the world has 
changed. He is no longer publicly anti- 
American, and since 1987 there have been 
unofficial contacts between North Korea 
and the United States. His choice for prime 
minister two years ago, Mr Li Gun Mo, an 
economist, was well thought of at the time. 
Mr Li is said to be in poor health. It is un- 
clear whether this is the real reason for his 
"being recalled", as the official announce- 
ment put it on December 12th. The impor- 
tant thing is that Mr Yon has got his chance. 
If he does well he could stay in office for 
years, becoming a familiar figure in Asia, 
something that has not happened to a prime 
minister of the North since Mr Kim Il Sung 
held the job. 

What of the president's son, the "dear 
leader", Mr Kim ]ong Il? He is widely as- 
sumed to have planned the bombing of a 
South Korean airliner in November last 
year, and may have trouble keeping his lofty 
position after his father's death. He may be 
in for a new dose of undesirable publicity 
should Miss Kim Hyon Hui, the North's 
self-confessed agent, go on trial for planting 
the bomb, as seemed likely this week. The 
sensible member of the family appears to be 
Mr Kim Pyong Il, the president's other son. 
He is quietly making a career as a diplomat 
and has just been appointed the North's am- 
bassador to Bulgaria. For North Korea, 
that's cosmopolitan. 





Philippines 


Nine more years? 


FROM OUR MANILA CORRESPONDENT 


CCORDING to President Corazon 
Aquino’s influential brother, Mr José 
“Peping” Cojuangco, she may run for a sec- 
ond six-year term when her present one 
ends in 1992. Nobody doubts that she 
would win. Can the Philippines afford an- 
other nine years of Cory? 

Since she came to power in a near- 
bloodless revolution in 1986 Mrs Aquino 
has accomplished much. She has restored 
democracy, released political prisoners and 
dismantled the apparatus of terror run by 
the secret police and the army, though 
plenty of violations continue, as Amnesty 
International reported this week. A ghostly 
economy is back on its feet, with real GNP 
growth of 5.7% last year and possibly 7% 
this year. Most of all, Mrs Aquino’s popular- 
ity has held the country together during this 
period of transition. 

Now for the qualifications. The coun- 
try's traditional land-holding families have 
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Happy when Marcos left 


returned to power and now control parli: 
ment. They also back an economic policy c 
export-led growth. The trouble is that th 
exports are farm products—especially cocc 
nuts—and commodities such as coppe! 
The policy has the support of the country 
creditors, but may be storing up trouble an 
has done little for ordinary people righ 
now. Half the workforce is unemployed o 
earns so little that it has to live off relatives 

The export boom is worryingly vulnei 
able. World copper prices have risen steep! 
because of trouble in African and Peruvia 
mines, but the two-month-old Peruvia 
strike was settled this week and the bubbl 
could burst at any time. Mrs Aquino i 
banking on help from abroad, including 
$10 billion multinational “Marshall plan 
which the United States and Japan hi 
half-promised to sponsor. If the aid doe 
come, it is all too likely to support the farm 
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Hong Kong works 
For detailed information about Off-Shore Manufacturing in 
Hong Kong, contact the following Hong Kong Government 


Industrial Promotion Offices: 

London Fax: 01-493- 1964 Ted: 01-489-9821 
Tokyo Fax: 03-446-8126 Tel: 03-446-8111 
Brussels Fax: 02-640-66-55 - Tet: 02-648-39-58 
New York Fax: 212-074-3200 Tel: 212-265-7232 
San Francisco Fax: 415-421-0646 Tei: 415-986-4560 
Hong Kong Fax: (852) 3-694633 Tel: (852) 3-7222434 







One Stop Unit, 14/F,, Ocean Centre, 
§ Canton Road, Kowloon, Hong Kong 
i Ref: E 
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EUROPE'S MOTOR 
INDUSTRY: 1992 and Beyond 
The completion of the EC internal 
market in 1992 provides vehicle 


@ manufacturers. with an opportunity to 
@ restructure their operations and to 
| become more competitive in the 


international arena. But will the 


| chance be seized? This report analyses 
B the EC's internal market proposals- 
B and their likely effects on the motor 
E industry, and looks at how competition 


from overseas will help to shape the 


B market, 


B Special Report No. 1150. 
Price: £185 UK & Europe; US$365 


North America; £188 Rest of World. 


| Published Senior 1988. 





1 THE WORLD CAR 
| INDUSTRY TO 2000 


Total world sales of passenger. cars are 
forecast to increase by 48.5 per cent to 
46,533,000 units, between 1985 and 
2000. Strong growth i in production 





is foreseen in Eastern Europe and in 





newly industrialised countries such as 


| M South Korea, Taiwan, Brazil and Mexico. 

| This report offers detailed forecasts of 
| @ global car demand and production - 
B trends to 2000 assessing emergent as 


well as established markets. 


B Special Report No. 1127. 
Price: £175 UK & Europe; US$345 


North America; £178 Rest of World. 


| Published September 1988... 


[^7]THE TRUCK INDUSTRIES 


L-J OF WESTERN EUROPE: 


Preparing for the 1990s 


The significant recovery of the West 
European truck market from the deep 
recession of the early 1980s has 
brought renewed prosperity to the _ 
truck industry. With no immediate © 
prospect of any recovery of exports to 
the Middle East and Africa, success in 
Western Europe is crucial for each 
manufacturer. This report assesses the 
main factors expected to influence. the 
future of the industry as a whole and 


| its constituent sectors. 


Special Report No. 1149 
Price: £188 UK & Europe: US$365 
North America; £188 Rest af World. 
Published September 1988. 
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FROM OUR PHILIPPINES CORRESPONDENT i 





unfavourably with the United States. 
minister, Mr Edward Shevardnadze, be- 


he will be smiling rather than banging 
shoes. He will get a smile back: the Philip- 
pines is eager to prove it is no tame ally of 
. America, its former colonial master. - 

‘is Mr Gorbachev's "charm offensive" to- 
“wards Asia, which he launched with a 


tinued last summer with another in Kras- 
-moyarsk. In the case of the Philippines the 
- offensive has been reinforced by the ap- 
- pointment of a new Soviet ambassador, 


impeccable American accent. 
' Another reason is Philippine national- 


"though they think anything American is 


= Manglapus, who is anxious to escape the 
© taunt of “Amboy” 
pinned on him in the 1950s. It is not sur- 
prising that the Philippines has a wander- 
ing eye. 

| How far it will wander depends in part 
] on the fate of America’s bases in the Phil- 
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unreliable an engine of growth in the past. | 
The government's own policymakers 
re divided over what economic line to pur- 
ue. The finance minister, Mr Vicente Jay- 
e, and the central-bank governor, Mr José 
Jobo" Fernandez, support tight money and 
ee trade. The economic planning minister, 
Ars Solita Monsod, wants to repudiate 
jme foreign debts—and also wants more 
oreign loans. The trade minister, Mr José 
'oncepcion, wants to keep tariffs up. The 
ncreasingly nationalistic and protectionist 
ngress adds its voice. This babel deters 
yore foreign investors than the communist 
nsurgency (which has in fact been stymied) 
r military coups (most of whose plotters are 
n jail after bungling five attempts to remove 
je president). And deterred they are: even 
luring the past three "boom" years the Phil- 
ppines has attracted less foreign investment 


iation of South-East Asian Nations. 

-. Mrs Aquino has brought no more order 
o civil life. There is general contempt for 
he law. Squatters have occupied private 


= 


lo Amboys here _ 


| 1959, it was in protest against a d Nations in 
speaker who had dared to compare Russia 


Times change. When Russia's foreign: 


gins a visit to Manila on December 21st, . | 


There are several reasons for this. One 


speech in Vladivostok in 1986 and con- 


Mr Oleg Sokolov, a smooth talker with an. . 


- ism. Filipinos are increasingly cross about 
“being identified with America (even - 


- ^ best). Then there is the personality. of the 
Philippine foreign secretary, Mr Raul 


(American boy) 


commodity production that has proved so - 


han any other country in ASEAN, the Asso- _ 


i R The Subic Bay naval base and the 
Clark Field air base are America’s largest 


bases outside the United States itself. 
American military men used to call them 
"priceless" —Uuntil Mr Manglapus de- 
manded $1.2 billion a year in “rent” for 





famous shoe 


them for the next two years. After six 
months of wrangling, America finally 
agreed to pay $481m a year—a lot more 
than the $180m it had been committed to 
pay, but a lot less than Mr Manglapus had 
been blustering for. 


and government land in unprecedented 


numbers. A shanty town of 100,000 people 


has sprung up ín the grounds of the Cultural 


Centre in Manila, the showpiece of the for- 


mer president's wife, Mrs Imelda Marcos. 

Everyone seems to evade taxes. There 
are three times as many television owners as 
taxpayers. The government's failure to meet 
its oe target prompted the Inter- 
national Monetary Fund to call off negotia- 
tions for a $900m loan last month. The mF 
said that if the government refused to raise 
the necessary revenue it would have to lower 
its projection of 642% annual GNP growth 
between now and 1992. The government re- 
fused and is now seeking loans elsewhere. 
The mr has also been worried by the in- 
creasingly militant attitude of the Philippine 
Congress. It wants to restrict debr repay- 
ments to 20% of export earnings (at present 
they are 30%), and aims to knock $10 bil 
lion off the foreign debt of $29 billion by a 
variety of devices including debt-equity 
swaps and outright repudiation. 

There is an understandable reluctance 
in the Aquino era to accord any credit to the 


was as quick to scorn that offer as the 
Americans were. But when Mr Manglapus 


that they might like to join the Philippines 


. Mietnamese. He knows, too, that most 


< jobs and $500m a year in direct spending. 
renewed, it-must win the backing of two- 


- politicians already. hurling anti-bases 
thunderbolts as they prepare for the 1992 





"Enter the Russians. When the rent ne- 
gotiations were at their most delicate, Mr 
Gorbachev offered in his Krasnoyarsk 
speech to abandon Russia’s base at Cam 
Ranh Bay in Vietnam if America pulled 
out of its Philippine bases. Mr Manglapus 


paid a three-day visit to Vietnam last 
month, his hosts proposed ridding the re- 
gion of all foreign bases. They also mused 


in the Association of South-East Asian 
Nations (ASEAN), a six-nation body origi- 
nally formed out of fear of Vietnam. 

^A Mr Manglapus is too clever to be taken 
in by smooth-talkers, be they Russian or 


Filipinos want to renew the lease on the 
bases when it expires in 1991— as well: | 
they might, since the bases provide 68,000 5. 





But sentiment is often stronger than rea- 
son in the Philippines. if the lease is to be 


thirds of the 23-member Philippine Sen- 
ate—a body full of American-educated 


presidential election. . 

To American chagrin, President 
Corazon Aquino last month took the side 
of those senators saying the haggling with 
the United States must begin at the earli- 
est possible moment: September 16 1990, 
exactly one year before ue beca lease is 
up. Mr Shevardnadze will not be asking 
for anything specific when he visits the 
Philippines. He will not need to. 


S 
ot hen ni t mtt Mer tdt T eremi ie feet Ae Pen rire irri eS ene ere mes IDE le 


MOERORE ec EP UNT i i Nl a TUM NN PR TERR VT 


man she deposed. But the economy had al 
ready begun recovering under Mr E 
nand Marcos, The peso had been stabilise 
inflation had been halted, taxes were col 
lected, trading monopolies had been dis 
mantled and growth was returning. Many o 
the difficult (that is, unpopular) structura 
adjustments Mr Marcos forced on the econ 
omy, with the aim of providing millions o 
new jobs and laying the foundations for ex 
ported industrialisation, are now bein 
swept aside by congressmen who can se: 
nothing but bad in everything he did. 

In the process they may, as Mr Gar 
Hawes suggests in a wise new book”, be sink 
ing the Philippines’ hopes of economic suc 
cess. The congressmen seem to favour ; 
Latin American model, rather than a Ko 
rean or Taiwanese one. Another nine year 
of patronage and piffle, in which an all-toe 
humble chief executive plays a backgroun: 
role, could pave the way for a new Marcos. 





* “The Philippine Stare and the Marcos Regime: Tt 
Politics of Export", Cornell University Press. 





















| get frei i Gerda mày come to re- 
let that the Reagan administration placed 
"so few restraints on the ambitions of sol- 
diers, sailors and airmen to buy the swanki- 
est new equipment. 
Mr Bush and his defence secretary will 
have to find savings in several parts of the 
defence budget. And unlike Mr Rea- 
gan and his defence secretaries, they 
will have to make choices among stra- 
tegic weapons. Congressional back- 
ing for the Reagan defence build-up 
vanished in the mid-1980s. As a re- 
sult, defence spending, which had 
tisen by 5096 in real terms in Mr Rea- 
gan's first five years, fell by 1296 in 
the past three years. But that decrease 
was accomplished without the major 
surgery that now seems unavoidable. 
Mr Caspar Weinberger, who was 
Mr Reagan's defence secretary until 
«November 1987, left as his legacy a 
five-year plan reflecting a collector's 
iscassion for almost every weapon 
nown to science. His plan, which ex- 
tends to fiscal 1993, is based on a pro- 
| jected growth rate of 5% a year in real 

terms. After the stockmarket crash 
intensified worries about the budget deficit 
last year, the administration set about lower- 
ing its expectations to 2% real growth. Mr 
Bush. has indicated that he is Roue to 











Pentagon's bible ae yh Sam bis ie 
-€hairman of the Senate Armed Services 
. Committee, has yet to be brought fully into 
-. line with either revision. Mr Frank Carlucci, 
who. took over from Mr Weinberger, has 
-: started the process; he is trying to find a 
to cut the five-year plan by the $200 billion 
that would reflect the drop from 596 growth 
to 2% growth. A further drop to zero 
“growth would mean another $100 billion or 
squeezed out. The total cut over five years 
ild then be exactly 7 to this 

















Ask an American in the street how he 
would save this amount of money and the 


answer comes glibly: cut fraud and waste. 


Tales of greedy contractors, unscrupulous 
consultants and corrupt Officials have left 


— the Defence Department's procurement sys- 


tem smelling like a cesspool. The Packard 
commission, which two years ago recom- 
mended that acquisition procedures be 
streamlined, reckoned that $15 billion-20 
billion could be saved each year. But the 
House of Representatives’ Armed Services 
Committee has produced a depressing an- 





thology of the six commission reports on 
military procurement that have been pub- 
lished between 1949 and 1986. What struck 
Mr Les Aspin, the committee's chairman, 
about this anthology was, first, the regular- 
ity with which the same problems reappear 
and, second, the Pentagon's unflagging re- 
sistance to institutional change. Even so, no 
one is going to find $300 billion no matter 
how brilliantly they cut out waste and fraud. 

Most defence experts now agree that the 
most efficient way to save large sums of 
money quickly, without damaging the 
armed services’ strength or readiness, is to 
cancel or curtail some of the modernisation 
programmes for strategic weapons. In the 
heyday of the defence build-up, the Defence 
Department, when presented with two alter- 
natives, tended to say yes to both. The pro- 
fusion of money, the absence of an upper 


-cheaper than a better one that is still i 





limit.or any incentive to save, ope 
way for inferior weapons. The navy: 
numbers, tather than by rational 
Now, in these come-uppance days, 
tion is not whether some systems | 
set aside, but which. | p 
The trouble is that, at this stage, 
not always be possible to set aside the ir 
rior or less-than-perfect weapon: Resea: 
and development can be stretched, but 
programme that has reached the prod 
lines cannot, without false economy 
slowed down. And a weapon in the han 


























































imd Mr Nunn, for instance, greath 
the &2 (Stealth) bomber to the 8-1. 
too late, he says, to make that cho 
money has already been: spent on 
and America cannot now afford the 
lion it would cost to build the 
bomber. . | 
Similarly, the choice betweer 
bile land-based strategic missiles m 
in the end, come down to a questio 
of cash. Mr Brent Scowcroft, who | 
to be Mr Bush's national security: 
viser, prefers the single-warhe: 
Midgetman to the ten-warhead 
he argues forcefully against the 
bility of a system that is vulnerat 
being knocked out by a first stril 
against the folly of putting too m: 
nuclear eggs in too few baskets. 
the MX exists and the Midgetm 
which does not, would cost anothe 
$33 billion to develop and build: 
In an attempt to lay out some 
the choices, and make the decisi 
stick over a period of several yea 
Mr Carlucci will be recommending 
next month's budget that Congr 
commits itself to five-year c 
for some 32 weapons (including the 
bomber but not the Midgetman mis 
Shades of Mr Weinberger. Like the 
Mr Reagan's farewell budget, the d 
section (which assumes that defence 
ing will grow at 296 a year over two y 
contains large elements of make-be 
The point that Mr Carlucci is tryingt 
is that the sensible way to buy strategic 
is on a long-term basis, with full po 
support. The annual dogfight overt 
fence budget produces half-decisions a 
half-baked decisions. Combined with the 
ter-service rivalry that encourages milit 
men to lie about the performance of 
favourite weapons, it helps destroy 
sense of strategy. 
The defence build-up, laments À 
pin, was conducted without the kind 
herent overall strategy tha 
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formed the debate on the choice of long- 
range nuclear missiles. Six former defence 
seeretaries, who met together for a seminar 
this autumn, reminisced about a time in the 
early 1970s when a foreign-policy reassess- 
ment was translated into military planning: 
strategy, which had been based on Ameri- 
ca's ability to fight two large wars and one 
small war simultaneously, was then changed, 
when the threat from China evaporated, to 
one large war and one small. 

The evolution in Soviet-American rela- 
tions will have a less clear effect. In theory, a 
long-range missile agreement would not be 
incompatible with Mr Weinberger's most 
ambitious five-year schemes; since no con 
straints on modernisation are envisaged in 
the strategic arms-reduction talks (START), 
modernisation and cutting could run on 
parallel tracks. The Defence Budget Project, 
a research organisation, has calculated that, 
if money were no object, America could 
reach the limits likely to be required by a 
START treaty simply by getting rid of old 
weapons and going ahead with full modern- 
isation except for two or three Trident sub- 
marines. In practice, the Defence Depart- 
ment will be expected to make choices nd 
to support them with good argument. 

All this means that the choice of a new 
defence secretary matters even more than 
usual. Mr John Tower, a former senator 
from Texas and, briefly, an arms-control ne- 
gotiator who left public service to prosper as 
a defence consultant, is having his back- 
ground checked, at great length, by the FBI. 
He is not the only person being considered 
but he was still, this week, said to be Mr 
Bush's favourite for the job. Another candi- 
date, vs the top or second-to-the-top job, is 
Mr Norman Augustine, 
"Augustine's Laws", a witty guide to the 
horrors of the defence business—which he 
knows from inside and out—that suggests 
he might be the man to get things changed. 





Medicare 


Doctors under the 
knife 


ORE than one American in five 

stands to benefit from Medicare or 
Medicaid. Medicare is the federal health-in- 
surance programme that serves 32m elderly 
Americans and some who are disabled; 
Medicaid is a federal-state health pro- 
gramme for 22m poor people. So even the 
suggestion of a cut in either programme is 
likely to bring squeals of horror. Sure 
enough, when the Office of Management 
and Budget (OMB) recently proposed a $5 
billion cut in Medicare's provision for hos- 
pitals and doctors and a $2 billion cut in the 
federal contribution to Medicaid, the yowls 
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And a poke in the eye in the next budget? 


could be heard from coast to coast. Some 
congressmen, egged on by two of the most 
powerful lobbies in the country, the Ameri- 
can Association of Retired Persons and the 
doctors, dismissed the proposal as a trial bal- 
loon that would collapse on Capitol Hill. 
Yet, after defence, health spending is 
the biggest single item in the federal budget. 
Moreover, it is growing faster than any 
other, almost twice as fast as inflation. OMB's 
proposed cuts in Medicare alone apply not 
to current spending ($97 billion this fiscal 
year) but to the expected increase of $12 bil- 
lion in fiscal 1990. Such growth is caused 
partly by the growing number of elderly 
Americans, partly by the expense of new, 
high-tech procedures. 
A temperate and well-informed expert, 


Dr Otis Bowen, the retiring secretary of 


health and human resources, recognises the 
need to rein in health costs, in order to help 
reduce the budget deficit, although he op- 
poses any cut in care for the poor. But he 
also argues that America may be close to the 
point at which economies will reduce both 
the quality of medical care and the access to 
it. Already 37m Americans are too poor to 
afford decent health care and yet not poor 
enough to receive government help. 
Americans spend $500 billion a year on 
health, 1196 of GNP (Swedes spend 9.1%, 
Canadians 8.5%, Japanese 6.7%, British 
.2%). Many efforts, both private and gov- 
ernmental, to restrain American spending 
have accomplished little. A few years ago 
health maintenance organisations (HMOs) 
were much in vogue in the private sector. 
They provide all kinds of medical care, in 
and out of hospital, for a fixed yearly fee. 
But most are losing money; some have gone 
bankrupt. Sharp increases in the premiums 
demanded by the private insurance compa- 
nies (they are expected to rise 20% next 
year) have also failed to quench the demand. 
No cost-cutting scheme seems to work in a 





market where people take it for granted that 
most of their medical bills will be paid by 
someone else. 

There is one notable exception. In 1983 
Medicare tackled hospital spending by in- 
troducing fixed sums for most hospital pro- 
cedures: so much for a liver transplant, so 
much for a cataract operation. This rough 
and ready approach, which profited some 
hospitals and bankrupted others, seems to 
be working. In 1987 spending on hospitals 
increased by only 2%, well below the general 
inflation rate of 3.6%. 

So what sent the cost of medical care up 
6.6% a year? The answer: now that hospitals 
are concentrating on the most serious cases, 
more and more treatment, including sur- 
gery, takes place in doctors’ offices. The 
number of outpatient surgical operations 
doubled between 1981 and 1986. The el. 
derly, whose hospital charges are covered b 
Medicare, can take part in what is NX 
Part B; for an extra contribution, this is sup- 
posed to cover 8096 of the cost of a visit to a 
doctor. The patient pays the rest. That is the 
theory. But only one state, Massachusetts, 
requires doctors to accept the charge Medi- 
care sets. In the others doctors may charge 
what they like; it is left to the patient to re- 
cover what he can from Medicare. 

Given that the number of doctors has 
risen from 394,000 in 1975 to 570,000 in 
1987, competition might have been ex 
pected to keep these fees down. Not so. 
Over the past six years reimbursements to 
doctors have risen by 13% a year. Attempts 
to freeze doctors’ charges have resulted only 
in what is called “unbundling”: splitting up 
services so. that the government can be 
charged for each, rather than a single fee per 
patient. Elderly people paid $2.7 billion over 
the Medicare-set rates in 1987. Almost twc 
thirds of doctors earn more than $100,000 a 
year, 996 over $250,000. 

It seems that doctors, once almost sacro- 
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sanct, are now in for scrutiny, both about 
what they do and about what they charge. 
One indication of this came earlier this year 
when a government-commissioned study by 
doctors from the Harvard School of Public 
Health reported that many doctors are 
vastly overpaid, while others should have 
their salaries or charges increased. Hospital- 
based surgeons would suffer the greatest 
drop. The report suggested, for example, 
that the charge for performing a coronary 
bypass should fall from $3,650 to $1,240. 
Family practitioners would benefit. 

Already Congress has twice cut the fee 
that surgeons who specialise in cataract 
treatment, now mostly performed outside 
hospitals, can charge Medicare patients. 
The average cataract patient is 68 years old, 
so Medicare has been footing most of the 
bill, in all nearly $1.5 billion a year. Con- 
essmen argue that removing cataracts has 
ome much simpler, and the charges 
ould reflect that. But several cataract sur- 
geons are suing. They have a lot to lose. 
Some in New York used to get $3,000 for 
each operation, not the few hundred dollars 
that is the most they can now charge. 

Increasingly, critics are questioning not 
just the cost of treatments but the need for 
them. Some procedures may actually harm 
patients. Caesarians are a case in point. 
About a quarter of all children born in 
America today are delivered by caesarian, 
compared with only 5% 25 years ago. Each 
such birth costs over $5,000, compared with 
about $3,000 for a normal birth. Now an in- 
vestigation into the value of some expensive 
procedures is on the cards. 

Another murky area concerns referrals 
to laboratories and clinics for further inves- 
tigation. Sometimes the referring doctor has 
a financial stake in such businesses, and 
kickbacks in return for contracts are not un- 

T, (see pages 15-17). 

Members of the American Medical 
Beraciarion had an even nastier pill to swal- 
low on December 6th, when Mr Charles 
Rule, the assistant attorney-general of the 
Justice Department's antitrust division, told 
the assembled medicine men that they are 
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being watched for evidence of collusion in 
price fixing and other offences against anti- 
trust law. In 1975 the Supreme Court made 
it clear that doctors are not exempt from the 
antitrust laws. In the intervening years no 
doctor has been indicted for flouting the 
law, though a group of obstetricians in 
Massachusetts is being sued for allegedly 
boycotting Blue Shield, a low-cost health- 
care insurer. Now Mr Rule has explained 
the law: no agreements among competing 
doctors on fees, patients or the provision of 
services to other hospitals or clinics. A con- 
viction, he said, could put doctors in jail. 





Clayton Yeutter 


Trading places 


WASHINGTON, DC 


N SOMETHING of a knight's move, Mr 

Clayton Yeutter, President Reagan's 
trade representative, will step across under 
President Bush to run the Agriculture De- 
partment. He had wanted to return to busi- 
ness. But his determination to reform farm 
trade collided at the GATT talks in Montreal 
this month with the European Communi- 
ty s resistance. The clash seems to have per- 
suaded him to stay in Washington and take 
a job he has long dreamed of. That is good 
news for both Mr Bush and the world's 
consumers. 

Mr Yeutter's credentials for his new job 
are impeccable. As a young man he farmed 
2,500 acres of Nebraska prairie, took a law 
degree and a PhD in agricultural 
economics—all at the same time. He later 
worked in the Nixon and Ford administra- 
tions, both as a trade negotiator and as an 
assistant secretary of agriculture. Before 
joining Mr Reagan's team he was president 
of the Chicago Mercantile Exchange. 

Mr Yeutter has shown himself deter- 
mined to attack the distortions of farm 
trade. He wants to see export subsidies 


phased out, all import restrictions con- 
verted to tariffs and domestic subsidies that 
encourage surpluses replaced by those that 
do not. His stand has led America to the 
brink of a trade war with the EEC, precipi- 
tated by Europe's threat to stop imports of 
beef from cattle full of hormones. He has | 
had better luck with Japan, gaining some 
concessions over beef and orange jui 
though not yet winning much on rice. Mr - 
Yeutter's critics say he has held GATT's 
other issues hostage to the old and intracta-- 
ble farm dispute. n 
Mr Yeutter will not drop his trade cam- 
paign. Indeed, he will now be able to con- 
centrate his efforts mainly on farm trade, 
leaving Mrs Carla Hills, whom Mr Bush 
named as his trade representative, to con- 
centrate on such issues as trade in services. '' 





Colin Powell : 


Not selling out — 


WASHINGTON, DC 


EN most of President Reagan's 

closest advisers leave government Des 
the private sector next month, the one who 
has served his country longest will not be - 
cashing in. Lieutenant-General Colin Pow- 
ell, the president's national security adviser, — 
will return to the army with four-star rank to — 
command the Im troops who defend the 
American mainland. 

General Powell's devotion to his coun- - 
try is especially remarkable in the light of - 
how much money he could have earned by _ 
working for anyone else. While others make — 
their fortunes retiring from public life, Gen- _ 
eral Powell will not even get an increase in — 
his basic pay: $6,041 a month. By most esti- 
mates, he could make at least ten times chat. 
in the private sector. 

Presidential-transition time is the ca 
son of wailing about the sacrifice of ae 
service (see box on next page). But the big- 
gest financial sacrifice is not made by those 
who take high government office. It is made 
by those who stay at their posts rather than 
leave. America’s celebrity culture places an 
ever-higher value on Washington bigshots, - 
and is ever inventing ways for them to real- 
ise this value—provided they are no longer | 
in the job that made them valuable. . 

General Powell grew up in Harlem and | 
the South Bronx, two of the poorest 
neighbourhoods in America. His parents - 
were Jamaican immigrants: his father, a 
shipping clerk, was paid $40 a week. If the 
general returned to New York today, he 
could make more in a year than he has 
earned in a lifetime of service. ; 

General Powell's career includes 30 . 
years of national service, influential civilian 
jobs in three administrations, co 
posts in the United States, Korea and West — 
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T’S not on most Americans’ top- 
ten list of concerns, but the pay of 
federal judges, senior government of- 
ficials and members of Congress is 
thought by many of those who have 
bothered to consider it to be too low. 
Members of Congress do not like to 
pay themselves, and by extension the 
others, too much—at least not up 
front. One result is that many top of- 
ficials and judges leave public service 
for more rewarding jobs. 

A presidential commission has 
recommended a two-edged solution. 
Salaries of top officials, members of 
Congress and judges should be raised 
by about 50%. A member of Con- 
gress, who now gets paid $89,500 a 
year, would receive an annual salary 
of $135,000. So would federal district 
judges. Senior government officials, 
whose salaries now range from 
$75,000 to $99,500, depending on 
their rank, would get between 
$115,000 and $155,000. The vice- 
president, the Speaker of the House 
of Representatives and the Supreme 
Court’s chief justice would see their 
pay rise from $115,000 to $175,000. 
The president’s pay would go from 
$200,000 a year to $350,000. 

But the commission also said that, 
as a condition of getting the pay rises, 
members of Congress should be re- 
quired to give up the outside fees they 
have taken to collecting for making 
speeches and so on. This is a lucrative 
practice. It sometimes also reeks of in- 
fluence-peddling. Common Cause, a 
public-interest group, reports, for ex- 
ample, that in 1987 members of the 
House Energy and Commerce Com- 
mittee received more than $900,000 
between them in fees from groups 
with interests under the committee's 
jurisdiction. There are limits on the 
amount of money that members of 
Congress may accept, and some give 
their fees to charity. Nonetheless, the 
fees can add up. 

It is up to President Reagan to de- 
cide whether to accept the recom- 
mendations and pass them on to 
Congress. If he does, many in Con- 
gress would willingly accept the deal. 
But there will be opposition. Already 
the National Taxpayers Union and 
Mr Ralph Nader have strongly criti- 
cised the proposals, Mr Nader argu- 
ing that the gap between the incomes 
of the “political rulers and the ruled 
who pay their salaries" is already wide 


enough. 
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Germany, several decorations (including the 
Purple Heart and Legion of Merit) and a 
graduate degree in business administration. 
He is also black—the most powerful black in 
the Reagan administration, and arguably 
the most powerful in any presidential ad- 
ministration so far. In the culture of celeb- 
rity, that makes him especially valuable. 

Considering the American armed 
forces' generous pension scheme, it is a won- 
der that any career officer stays on. General 
Powell, who is only 51, could leave the army 
and continue to receive 7596 of his current 
salary: the difference between retirement 
and active duty is less than $20,000 a year. 
Mr John Semyan, an executive recruiter in 
Washington, says he has been approached 
by a dozen generals in the past six months. 

Mr Alexander Haig, Mr Reagan's first 
secretary of state, retired as a four-star gen- 
eral in 1979. During his presidential cam- 
paign this year, Mr Haig reported that he is 
now earning more than $1.3m a year as a 
consultant. Mr Brent Scowcroft, who was 
national security adviser in the Ford admin- 
istration and will take over from Mr Powell, 
left the air force with three-star rank. He is 
vice-chairman of Kissinger Associates, a lu- 
crative consulting business run by Mr Henry 
Kissinger. Mr Kissinger, himself a former 
national security adviser and secretary of 
state, is the great role model for those aspir- 
ing to cash in on Washington celebrity. 

According to several headhunters, a big 
company would gladly put General Powell 
on the payroll for at least $500,000 a year in 
salary and benefits. If a full-time job was too 
taxing, Mr Powell could join a few company 
boards. "He could make $100,000 to 
$160,000 on board work alone," according 
to Mr Ron Walker of Korn/Ferry Interna- 
tional, a recruitment firm. Mr Kissinger re- 
ceives more than $400,000 a year as a direc- 
tor of and consultant to American Express. 
The money is even bigger on Wall Street. 
Mr David Stockman, the president's budget 
director from 1981 to 1985, resigned to take 
a $1 m-a-year job at Salomon Brothers, an in- 
vestment bank. (Mr Stockman also pock- 
eted $2.4m for a book about the deficits he 
left behind.) 

Lieutenant-Colonel Oliver North re- 
tired from the marines in May to go on a 
speaking tour at $25,000 a stop. Mr Don 
Walker of the Harry Walker lecture agency, 
which approached General Powell, says he 
would have been "one of the ten most 
sought-after speakers in America," com- 
manding at least $20,000 a speech. General 
Powell could have joined a handful of for- 
mer Reagan advisers (including Messrs 
Caspar Weinberger and Howard Baker and 
Mrs Jeane Kirkpatrick) earning more than 
$1m a year talking to businessmen, trade 
associations and universities. “Just give me 
50 dates when he could show up," says Mr 
Walker. 

Although the kiss-and-tell book market 








Powell won't be cashiered 


soured a bit after Harper & Row failed tc 
recoup its extravagant advance to Mr Stock 
man, several administration storyteller: 
have done well. Mr Don Regan earned $1m 
for revealing the first lady's interest in as 
trology. Messrs Weinberger and Michae 
Deaver each won advances of $500,000. Un 
fortunately, the publishing world admire: 
General Powell too much to put a price or 
his memoirs. “Those books are only wortt 
something if you're willing to spill thi 
beans,” says Miss Alice Mayhew, top edito: 
at Simon and Schuster. “The trouble wit 
him is that he's a gentleman." 





Lawsuits 


Punish and suffer 


HE new French abortion pill, RU 486, 

unavailable in the United States. This i 
not a triumph of the conservative right-tc 
life movement. It is an ironic achievement o 
liberal lawyers and judges who in recen 
years have revolutionised the law of tort: 
No company in America will sell RU 486, o 
many other new drugs, for fear of expensiv 
lawsuits. 

One reason manufacturers, doctors, in 
surers, local governments and others drea: 
lawsuits more than they used to is the explc 
sion of "punitive damages”. Compensator 
damages compensate a victim for provet 
harm. Punitive damages go beyond the vic 
tim's actual loss; they are intended to punisl 
the wrongdoer. 

Punitive damages used to be rare, am 
limited to wilful, gross misconduct. In Brit 
ain they still are. In America, though, jurie 
have in recent years taken to awarding pun 
tive damages—especially to individuals su 
ing large companies—for mere negligence 


sometimes even when no actual harm ha 
AMERICAN SURVEY continues on page 35 ; 
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Whatinthe world wi 


ill Boeing knew people could fly. 
But he never dreamed it would be 
8,000 miles nonstop. i 

Weve come a long way 
since Bill's inaugural flight in 
1916. More than 33,000 air- 
planes and many billions of 
miles. 

By and large, it’s been a 
process of technological evolu- 
tion, not revolution. 

Take the 747, for exam- 
ple. Our new 747-400, now in 
flight tests for FAA certification, 
is one of the most advanced 





long-range jetliners ever built. It can fly 450 passengers a third of the 
way around the world. 

The newest Boeing 747 bears a strong family resemblance to 
the first one we ever built. It's clearly still the famous Jumbo Jet. 

But don't let the looks fool you. The new 747-400 offers a 25% 
improvement in seat-miles per gallon of fuel over the original. 








3oeing think of next? 


Nas ; Photo by Ken Delarlais 
And the electronic cockpit is so advanced a crew of two can fly the airplane 


ompared with three for the first 747. 

Advancements like these are how were helping to keep flying the best 
ravel value available. 

And theyre proof that when it comes to technology, you can count on SS OD LEM lr 
he people at Boeing to do it right. 















: PSS f 
; E: SEVA . x 





$ 





Pire, 








E 








head 


ing a 






te - turn to 
nd enhance- 


Iva 


* 


ment for over 





Charg 
na 





10 


* 
* 


t 


preserva 





dly. 








London EC3A 7NE 


Tokyo 





in 








bl 


io manage 











Bevis Marks, 


rol 





Bank 








ital 


p 
| port: 





^ 
T 


ISS 





+. 





the hei 
ities you would want from your inter- 





institutional and pr 


d 











lent markets. 
is Marks House, 
ico Citi 


Mex 





low 
u 
Bev 


tors around the world - 





tiona 


Bulls te nd to fol 


is€ 








London, 


- 


terna 








n 


i 
8010 Zurich 


Geneva * San Franc 


+ 


ly 


national asset manager in today 


That’ 






* 





For the Fine Art of Sw 


"2 
Det 
iss! 





York 











ofstrasse 36 


he 








ttle 


flection. 


1 





rich, Baha 





Baer. 


ha 
very | 


nnovative approach to long-term 


lus 


j^ 


i 





ty, 


without re 


t 


ent We have excelled 


i 


s why inves 


ive ye 





In real 


t 








MTS HE 





Mte 


EE 


"nm 


mE SEE ms aay ss w UV? 0 
wt k "i4 " E * i 
* * 


been proven. The amounts have exploded, 
too. A study of personal-injury lawsuits in 
Chicago, carried out by the Rand Corpora- 
tion, found that the average punitive«dam- 
age award increased from $28,000 in the 
early 1970s to $1.8m ten vears later. 

As a method of punishing wrongdoers, 
punitive damages are rough justice. Juries 
have virtually unlimited discretion, and in a 
multiple-lawsuit incident (such as an aircraft 
crash), the same defendant can be punished 
again and again by juries ignorant of the 
other cases. 

The Supreme Court has agreed to de- 
cide this term whether punitive damages are 
limited by a previously obscure phrase in the 
eighth amendment to the constitution 
prohibiting "excessive fines". This proposi- 
tion puts principled conservatives in some- 
thing of a bind. Although they enjoy point- 
ing out the folly of liberal legal excess, each 
9 the two obvious solutions—legislative 
Wand judicial—breaks a cherished principle 
of American conservatism. 

A national law limiting punitive dam- 
ages, and perhaps cooling tort fever in other 
ways, would break the principle of federal- 
ism. Tort law is traditionally a state concern. 
(And state legislation is unlikely, since most 
suits are brought by local citizens against 
out-of-state companies.) Congress has con- 
sidered several tort-reform bills in recent 
years, but has passed only a small "no fault” 
programme for compensating victims of 
faulty vaccines. 

The other solution—reform by judicial 
fiat—would run foul of conservatives' sup- 
posed hostility to "judicial activism". In 
fact, as conservatives gain control of the fed- 
eral courts, they are losing their distaste for 


The lawsuit explosion 
1988 cases by type 


Tort actions started in 
US district courts 


Sources: Administrative Office of the US Courts; Rand Corporation 
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this practice. They are rediscovering dor- 
mant clauses throughout the constitution, 
and building edifices of doctrine upon them. 

The case the Supreme Court has agreed 
to hear on the subject of punitive damages 
seems ideally suited to the purpose. A Ver- 
mont rubbish-collection company allegedly 
harmed a competitor by over-vigorous price 
cutting: a dubious fault to begin with. The 
jury found actual damages of barely $50,000, 
but then went on to award punitive damages 
of $6m. 

That was irritating. But was it uncon- 
stitutional? The "excessive fines" clause is a 
blank slate. Yet the Supreme Court has of- 
ten interpreted the eighth amendment's 
more famous ban on "cruel and unusual 
punishment”. In 1982 it upheld a 40-year 
prison sentence for selling 9 ounces of mari- 
juana and a life sentence for $229-worth of 
credit-card fraud. Conservatives generally 
applauded these rulings as masterful exer- 
cises of judicial restraint. 

Still, punitive damages are in effect a 
fine, and the plain meaning of words sug- 
gests that the constitution imposes some 
limit. This leaves the Supreme Court with 
two unhappy choices. It can declare a vague 
standard of “proportionality”, which would 
invite endless further litigation. Or it can 
conjure up a detailed regulatory scheme as it 
did in the case of abortion: activism with a 
vengeance. 

The one field of tort law that the Su- 
preme Court has already meddled in is libel. 
Among other court-imposed limitations, 
punitive damages in libel suits are forbidden 
as an infringement on free speech. Some 
conservative members of the court have in- 
dicated their unhappiness with these restric- 
tions, but so far there has been no back- 
tracking. A new study by the Society of 
Professional Journalists reports that the 
number of libel lawsuits is declining in 
America—exactly the result proponents of 
tort reform would like to see in other fields. 
Libel is also the one form of lawsuit in which 
Britain leads America, as last week's £1m 
settlement between Mr Elton John and the 
Sun (see page 60) shows. 





Indians 
No time to 
humour them 


WASHINGTON, DC 


REPARING at last to ride off into the 

sunset, President Ronald Reagan has 
kept a promise he made at the Moscow sum- 
mit last May to meet American Indians, 
“talk with them at any time, and see what 
their grievances are." Thus 16 Indian lead- 
ers found themselves at the White House on 
December 12th for an exchange of views. 
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Bleak outlook 


Indian affairs have always been a nui- 
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sance to American presidents. Federal pol- — — 
icy has swung back and forth between ~ 


assimilating Indians into the American 
mainstream and the current policy of main- 
taining tribal traditions, religions and gov- 


ernments. It is a confusing policy—one that 


has even con the president. On May 


3lst Mr Reagan told students at Moscow 


University that American Indians 


from the beginning announced that they — 
wanted to maintain their way of life... Maybe - 
we made a mistake. Maybe we should not have 
humoured them into wanting to stay in that 
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kind of primitive lifestyle. Maybe we should ~ 
have said, “No, come join us: be citizens along - 


with the rest of us.” 


American Indians have in fact been full 


citizens since 1924. But their citizenship is — 


far from straightforward. Indian tribes are, — 
according to the Supreme Court, ' 'domestic 
dependent sovereign nations". Yet most of — 
the money needed to run their affairs flows 
from the federal government, which spends _ 
more than $33 billion a year on Indian pro- 


grammes of questionable value. Conditions 
on the tribal reservations are bleak. Nearly ` 
half of those on the Navajo reservation live ` 
below the poverty line; a third of the Crow — 


Indians in Montana are on welfare; and un- 
employment on South Dakota's Rosebud | 
Sioux reservation runs above 8096. 

One complaint is that the Indians have 
not been given all the benefits they are due 
from the federal government for the billions 
of dollars-worth of mineral, oil and gas re- 
serves on their reservations. The Crow 
tribe, for instance, sits on top of coal re- 
serves valued at $86 billion, yet Crow bank 
accounts remain frozen by the federal Bu- 
reau of Indian Affairs because of misman- 
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agement by both the tribe and the federal — 


government. Neither the bureau nor the 
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tribe knows how much money is in Crow 
accounts. Last month 50 women and chil- 
dren from the tribe marched on the bu- 
reau s office in Billings, Montana, protesting 
against the freezing of the accounts. 

Mr Richard Real Bird, the Crows’ lead- 
er, was not, however, heard at the White 
House this week. He was not invited. Those 
who came to this first meeting between 
tribal leaders and President Reagan were 
carefully chosen, lest any unpleasantness 
spoil the occasion. Critics say the meeting 
was little more than a photo opportunity 
with a lame-duck president. Neither Presi- 
dent-elect George Bush nor his advisers 
were there. And Mr Reagan himself listened 
to the tribal leaders about the need for eco- 
nomic development on their reservations 
for less than 20 minutes. 

Even so, the Indian leaders at the White 
House were encouraged. And those who 
were not invited have something else to look 


- forward to. A special committee appointed 


by the Senate last year to investigate prob- 
lems on [ndian reservations is due to report 
early next year. A range of reforms are ex- 
pected to follow its report. Already Mr Ross 
Swimmar, the Reagan administration’s 
chief spokesman on Indian policy at the De- 
partment of the Interior, has said that the 
Bureau of Indian Affairs should be abol- 
ished and its tasks transferred to tribal gov- 
ernments. Mr Reagan himself is reported to 
have said this week: "Indians should have 
the right to choose their own life; the right 
to have a say in what happens in Indian 
country... Tribes must make those deci- 
sions, not the federal government.” 





Drugs 
Supply-side 
failures 


WASHINGTON, DC 


T IS becoming ever clearer that the war 
on drugs cannot be won by police alone. 
The latest group to come to this conclusion 
is the Citizens Crime Commission of New 
York, an organisation financed by 40 of the 
city's largest firms, which recently reported 
on New York's attempts to fight drugs, par- 
ticularly crack. It found that "while New 
York city has: moved to combat the crack 
crisis, it has allowed the burden of fighting 
drug crime to fall heavily on one agency, the 
police department, and to be carried out pri- 
marily through one tactic, mass arrests." 
The commission was particularly critical of 
New York's five 121-strong tactical narcotic 
teams—known as TNTs—saying that satura- 
tion enforcement in one area simply shifts 
drug dealing to others. 
New York is not alone in using mass ar- 
rests to fight drugs. Launching a crackdown 
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Cops can't do it all 


on open drug markets is the preferred tactic 
of the police in most cities. It has helped to 
achieve record numbers of arrests between 
1981 and 1987, increasing those for selling 
cocaine and heroin by five times. But it is 
not ending the drug trade. 

New York's police commissioner, Mr 
Benjamin Ward, did not disagree with the 
commission's views on the TNTs. In fact, he 
said that Mr Ed Koch, New York's mayor, 
may have exaggerated the effectiveness of 
the teams. Even stronger criticism of the 
mass-arrest tactic has come from Mr Mau- 
rice Turner, the chief of police in Washing- 
ton, DC, who recently voiced his disappoint- 
ment with Operation Clean Sweep, 
Washington's much-advertised crackdown 
on street drug dealers. In two years it has led 
to 44,000 arrests, most of them carried out 
by police working on overtime (which helps 
explain its popularity with the officers). But 
Mr Turner says the programme is now sim- 
ply clogging the courts and prisons. 

He does not want Clean Sweep aban- 
doned, but instead calls for new police-pros- 
ecutor teams to deal with the ethnic gangs 
that have become involved in drug distribu- 
tion, and with murders related to drug dis- 
tribution. New York's crime commission 
also called for more attention to be paid to 
gang killings, rather than to dealing. 

Crime rates have risen sharply in both 
cities. Washington has seen a rise of 15% in 
the past 12 months alone, an increase that 
the police attribute to crack. There have 
been 337 murders in Washington this year, 
already more than the previous annual 
record of 295. New York looks as though it 
will also have a record number of murders in 
1988. In both cities police believe that drugs 
are involved in over half the killings. Emer- 
gency admissions to hospitals involving all 
drugs have continued to increase. 









For officials, the.most depressing aspect 
of all this is that the police crackdowns have, 
on the whole, been carried out as planned. 
A study of the Washington programme by 
the Rand Corporation concluded that the 
crackdowns have been well executed and co- 
ordinated, and that many of the arrests have 
led to long prison sentences, not simply to 
the revolving-door justice that has so en- 
raged police in the past. All this makes it 
hard to believe that more, or better, crack- 
downs would make much difference to end- 
ing the drug trade. 

[n passing the Omnibus Drug Act ear- 
lier this year, Congress shifted the emphasis 
of federal drug programmes away from en- 
forcing the laws and more towards treating 
addicts and discouraging the taking of 
drugs. A similar shift is now being called for 
at the local level, where enforcement gets aif 
even larger share of the total anti-drug bud- 
get. But these calls come after the rapid in- 
crease in drug-related crime and the ac- 
companying cries for better policing, which 
Is expensive. 

If the treatment of crack takers looked 
promising, more money might flow to it. But 
not much is yet known about ways of deal- 
ing with crack. The treatment system is al- 
ready strained in most cities and, worse still, 
most experts doubt whether the system can 
be rapidly expanded to provide effective 
treatment for addicts. For the foreseeable fu- 
ture it looks like more crack, more crack- 
downs and more despair. 


——— — ———— —— M — —— Hn. 


Correction: We published two pictures of Mr Eu- | 
gene Sawyer, Chicago's acting mayor, in the issue of 
December 3rd, one purporting to be Mr Sawver's 
rival, Mr Timothy Evans. The photographs were 
miscaptioned by the agency that supplied them. 
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a. AST the bird is flying. The United 
es and the Palestine Liberation 
ation have found a way to talk. At a 
| conference in Geneva on December 
14th Mr Yasser Arafat at last said out loud, 
without ambiguity or confusing qualifica- 

tion, that he recognises Israel's right to ex- 
: 'enounces terrorism and accepts Resolu- 
ns 242 and 338 of the United Nations 
Security Council. A few hours later Mr 
George Shultz, the American secretary of 
state, told a press conference of his own in 
Washington that a "substantive dialogue" 
with the PLO would now begin through the 
American ambassador in Tunis. 

Mr Shultz's announcement was a part- 
ing gift to the new American administra- 
tion. He has spared President-elect Bush the 
uncomfortable task of having to decide for 
himself whether to take Mr Arafat's self- 
proclaimed leap to moderation seriously. 
But the dove has far to fly before it brings 
peace between Arabs and lsraelis. The 
United States is not about to switch sides in 















the Middle East. Mr Shultz said during his 


press conference that the American com- 

“mitment to Israel's security remained "un- 
flinching”. (At present that includes aid to 

Israel of $3 billion a year, including $1.8 bil- 

gion in military grants.) Talking to the PLO, 

‘made clear, in no way implied American 

ecognition or acceptance of the Palestinian 





state which the PLO declared notionally i ine 


- dependent on November 15th. - 
| ca shove from Mr Shultz, Mr 
ad dragged the vast circus of the 








lantic. He had also raised the expecta- 
‘those waiting to hear him say in Ge: 
ka Mr Sa had leas a him 


ad T uF a ee state, luae! E | 
“That was real-speak, of the kind that 
persuades people. At the UN meeting in Ge- 


neva on December 13th Mr Arafat reverted 
toa different language. He pronounced the 







Israeli. He explicitly sented 
rael. Yet he left ample room for 
e inclined. to > doubt his sincerity to go on 


lations General Assembly across 


doing so. His words came out 
fogged in the obscurity of UN- 
speak. The hopeful had to wait 
for his press conference next day. 

Then he went back to real-speak, 

calling for freedom, peace and secu- 

rity for everybody in the Middle 

East, "including the state of Palestine 

and the state of Israel". 

The American administration, Rh 
through intermediaries who included the 
tireless Swedes, had gathered that Mr 
Arafat would use plain language when ad- 
dressing the UN. When he did not do so it 


expressed its disappointment. So next day 


Mr Arafat said it again, this time properly, 
for the press. 

Why did he not speak plain English in 
the first place? Well, partly because he was 
talking Arabic; partly also because—as any 
industrial, commercial or political negoti- 
ator knows—a form of words that has been 
toughly negotiated is modified at your peril. 

The national council of the PLO is a co- 
alition of people many of whom dislike each 
other very sincerely, and whose most deter- 
mined members have lots of guns. Speaking 
informally to the American Jewish group in 
Sweden, Mr Arafat had gone beyond what 
his gun-wielding colleagues thought they 


-had accepted. They told him so. Speaking to 


the UN, he reverted to the original arcane 
wording. Maybe he thought that a UN audi- 
ence, including such old hands as the Amer- 
ican ambassador to that organisation, Gen- 
eral Vernon Walters, would welcome even 
these mumbled words as a great deal more 
than the PLO could have conceded even six 
months ago. But they did not, so he had to 
get it out straight the next day. 

Israel’s rejection of what Mr Arafat said 
in Geneva, both versions, is no surprise (see 
next article). It is the Americans who have 


. changed, by accepting that Mr Arafat's own 
change is now explicit enough to warrant 


the opening of a dialogue with him. Even 
before Mr Arafat went explicit General Wal- 
ters had said that Israel must "face up to the 
need for withdrawal from occupied territo- 


« ries and to the need to provide for the Pal- 
: estinians' legitimate rights" (an admittedly 
vague phrase), General Walters also ae 


Israel to clear up its diplomatic relations 
with the Soviet Union (which says it will re- 
























establish them "the same day an intern 
tional conference begins), and with Chi 
This suggests that the Americans, though 
still refusing to recognise any state of Pali 
tine, have an international peace-makir 
conference at the end of their binoculars. | 
Mr Arafat has other reasons to 
pleased. The British said they were “encou: 
diim by his words. Most of the othe 
bers of the European Community: 
it more warmly than that. Israel is lo 
international debate. Without a. g 
ment, it could hardly be expected 
that debate: which may be partly w 
Palestinians chose this moment to` 
their dove. 
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Flummoxed 


FROM OUR JERUSALEM CORRESPONDENT 


SRAEL'S leaders had feared that 

Yasser Arafat might clearly and une 
ocally meet America’s conditions for Mid 
East peace-making. Mr Arafat’s speech 
the United Nations seemed to dissolv 
worries. His press conference the r 
restored them, with interest. They- 


not change their line. The prime mi 
Mr Yitzhak Shamir, from the Liku 


i! 


INTERNATIONAL iu 


Israel's government, had dismissed the PLO 
leader's UN speech as "a monumental act of 
deception." The Labour foreign minister, 
Mr Shimon Peres, was only slightly less acer- 
bic. They declined to accept the next day's 
change as a real change. 

The Israelis' discomfiture was the more 
intense because Mr Shamir and Mr Peres 
were in the middle of trying to build a new 
coalition government to replace the one 
that had apparently been voted out of office 
in the election of November Ist. Mr Shamir 
said that Mr Arafat's speech had strength- 
ened his determination to keep Labour in 
the government, even if this meant exclud- 
ing some far-right and religious parties. Mr 
Peres, made to choose between staving in 
the foreign ministry and taking over the fi- 
nance ministry, plumped for finance (and an 
assurance that he will have real economic 
authority, for what that is worth). He may 
still reckon that, despite Geneva, the pursuit 
of peace is a dead-end job. 

Until chey have a proper government, 
and that government gets a clear look at the 
changed map of Middle East diplomacy, the 
Israelis can only stall and go on denouncing 
the PLO as terrorists. Behind the scenes, Isra- 
el's intelligence people have been arguing 
that the PLO is in fact more realistic than it 
has ever been before. The country’s liberals 
have made the same point pungently. Pro- 
fessor Yehoshafat Harkabi, a former head of 
military intelligence, has commented on the 
curious fact that "Israelis say the Palestin- 
ians are not entitled to a state of their own, 
while the Palestinians say the Jews are enti- 
tled to theirs." 

The fact remains that the November 
election results mean that Likud will hold 
the upper hand in any new Likud-Labour 
coalition. That, combined with the continu- 
ing Palestinian uprising in the West Bank 
and the Gaza Strip, is not a propitious back- 
ground to thoughts of an international 
peace conference. 

Palestinians in the West Bank and Gaza 
believe fervently that the PLO’s growing 
popularity in recent weeks is the result of 
their own sacrifices over the past year. Many 
Israelis, perhaps most, believe Mr Arafat is 
out for international popularity, not real 
peace. Mrs Geula Cohen spoke for a public 
far beyond her small right-wing Tehiya party 
when she declared in the Knesset that 
" Arafat is unacceptable, whether he wears a 
keffiyeh or a top hat.” 

This bitter Israeli scepticism was rein- 
forced by the killing this week of an Israeli 
settler and a soldier near Nablus, and by the 
lucky outcome of a raid deep into Lebanon 
against the headquarters of a Palestinian 
guerrilla group. The raid nearly went terri- 
bly wrong—four Israeli soldiers came out of 
Lebanon clinging on to the understructure 
of helicopters—but achieved part of its aim 
at the cost of an Israeli colonel's life. The 
raid's target was the Syrian-backed Popular 
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Front for the Liberation of Palestine-Gen- 
eral Command, one of the Palestinian 
groups which rejected even the muffled 
moderation Mr Arafat was displaying before 
Geneva. The bipartisan message from Jeru- 
salem is that, whatever they say, fighting en- 
emies is still easier than talking to them. 





Colombia 


War for ever 


FROM OUR SPECIAL CORRESPONDENT IN BOGOTA 


EACE is a weapon too. Colombia's 

power-brokers recognise that, after 40 
years of intermittent political violence, they 
have to be seen to want peace. For all that, 
they seem determined to avoid it. So when 
President Virgilio Barco launched a peace 
offensive on September 1st, it was followed 
by the bloodiest three months Colombia 
has had in decades. 

In 1984 the then president, Mr Belisario 
Betancur, negotiated a ceasefire with four of 
the country’s six guerrilla groups. The 
armed forces and the two main political par- 
ties showed little interest, arguing that only 
the rebels would benefit. They were right, in 
their way. The guerrillas, having ordered 
their sympathisers to paint the country’s 
walls with white doves, busily recruited and 
rearmed. In 1985 the rebels of the M-19 
movement attacked the palace of justice, 
and more than 100 people were killed; the 
peace process went up in flames. 

Yet the rebels went on exploiting it. Mr 
Barco took office in August 1986. The Revo- 
lutionary Armed Forces of Colombia 


(FARC), the largest and oldest guerrilla 
group, claimed its ceasefire was still in effect 
and demanded new negotiations with the 
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The hunt goes on, the guerrilles fight on 


Os Fy Ree. oc ng 


a ee 


government. Having attacked his predeces- 
sor for being hoodwinked by the left, Mr 
Barco said the rebels would first have to 
agree to disarm. Instead, while FARC’s lead- 
ers talked peace, many of its 45 armed 
groups resumed fighting. 

Peace in Colombia is a tactic rather 
than an objective. The government and the 
armed forces want to use it to disarm and 
demobilise guerrillas whom they have been 
unable to defeat on the bartlefield. The 
guerrillas want to use it to win recognition of 
their gains. Neither side wants peace until it 
has won; both sides must tell the public they 
want it, but each still believes absolute vic- 
tory is possible. 

This year’s upsurge of violence has 
therefore gone together with intense talk of 
peace. In June, M-19 guerrillas kidnapped a 
former Social Conservative party presiden- 
tial candidate, Mr Alvaro Gomez Hurtado, 
promising to release him if the governme 
agreed to new peace talks. President Barco 
rejected the blackmail; but the Roman 
Catholic church, union groups and political 
parties formed a "peace commission" that 
succeeded in winning Mr Gomez's freedom. 
The president's September Ist peace initia- 
tive was his retaliation. 

The guerrillas, headed by the FARC and 
the pro-Cuban National Liberation Army 
(ELN), said they had to show their strength 
because the premise of the new peace plan 
was that they were close to defeat. Western 
diplomats argued that Mr Barco’s peace ini- 
tiative could work only if backed by a huge 
counter-insurgency offensive. 

The president wavered. When his de- 
fence minister, General Rafael Samudio, 
said the time had come for all-out war 
against the rebels, he was replaced by the 
less belligerent General Jaime Guerrero Paz. 
At the same time Mr Barco refused to make 





THE ECONOMIST DECEMBER 17 1988 





















UN ith Bx) returns on EE EET bonds historically bn dd ‘with’ | 
leading industrial nations committed to using interest rates as a 
weapon to damp down inflation, the outlook for international bond 
funds remains excellent — whether you are bullish or bearish on 
equities. Two of our funds that merit your particular consideration, 
combining excellent recent performance with contnumg good 
potent are: 


GLOBAL HIGH INCOME BOND FUND | 
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4th out of 10 comparable funds* 
Total return since launch 27.12.85: +116.8%? 
The fund invests in a spread of top quality Japanese bond 





2nd out of 75 comparable funds* 
Total return since launch 3.7.87: +21.3%7 

| The fund aims to provide a high level of current income, | 
whilst paying careful attention to preservation of capital. | 
The portfolio comprises a spread of high yielding fixed 


interest securities, denominated in a combination of the | 


| exposure to the Yen for non-Japanese investors. 
world S major and minor fr eely traded currenc ies. | 


Both funds are share classes of the G zuinness ; Flight Global m 
Fund and are quoted on the International Stock Exchange, London. 
Management charges are below average and the minimum investment 
in each fund is £2,000 (or equivalent). 

Guinness Flig deum is a E oe fund Wb oe with 





| issues and offers the protection of the undoubted | 
| strength of the Japanese economy together with | 





GENERAL INFI | | GUINNESS FLIGHT 
Dau Investors are reminded that à asa consequence i FUND MANAGERS (GUE RNSE ee LIMIT TED. 

: of the general nature of the inv estments held i PO Box 188, La Vieille Cour, St Peter Port, Guernsey, Channel ls slands 
and of possible exchange and interest rate i Telephone (0481) 712176 or Telex 4191284 GFFUND i 
n. the value 2 the i ed 2 and E i Please send me a prospectus for the Guinness. Flight Global Strategy Fund 
yieid irom E em May 80 GOWN aS Wel as up an Linitied, an the sole basis gf which an investment may be made, 
that past performance is no guide to the i 
future. Also deduction of the Fund’s initial |I Name LL LL LL S LL LLL 
charge (where applicable) means that if an i = 
investor withdraws from the investment in the Ds RUC cM E NER EN NT REE T PE ee à 

"Short term he may not get back the amount he i - 
has invested. i {ED €—À— ——H—  —— Re T" 
*Source: Lipper Overseas Fund Table, 25.11.88. x onte Tel k 

Offer to bid basis in US Dollars, gross dividends — WSN ooo Gainen Fig Global Aon aoan United 
r M u sacverisemeni nas De igced Dy ix iens Fight Gk As En uie 

reinvested, initial charge: s excluded - " SOME I a member of MEO and the investment adviser to the pa ds 
Guinnes F light Fund Managers (Guernsey) Limited. Guinness Flight Global Strategy Fund Limited «an offshore fund. 
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— A Boral is one of Australia’s largest and fastes 
. growing companies. trong balance sheet. Wi 
After 41 years of outstanding growth the are engaged in basic industries and our 
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his peace plan more acceptable to the guer- 
rillas. This month an opposition senator, 
Mr Alvaro Leyva, came up with his own 
peace proposal. Seeing a propaganda open- 
ing, the FARC and M-19 ordered a ceasefire 
until after Christmas. Peace was no closer. 

The body-count for 1988 is expected to 
exceed 3,000, half of them guerrillas, sol- 
diers or policemen, the other half civilians, 
many of them victims of the 20 or so massa- 
cres that have taken place this year. Much of 
the slaughter has happened in provinces 
such as Cordoba and Uraba, where drug 
.dealers have bought up huge estates and 
taken it upon themselves to clean out leftist 
sympathisers. The traffickers still buy coca 
leaf in guerrilla-controlled regions, but they 
are siding with the rural property-owners. 
Yet they too want "peace" so that they can 
get on with their business. 

The certainty of victoryless warfare is 
po in the fragmentation of political 

power in Colombia. The civilian govern- 
ment is weak, yet neither a leftist revolution 
nor a rightist coup is likely. Although the 
guerrillas number some 15,000 men, they 
control only a few sparsely populated re- 
gions, and enjoy little support in the cities. 
The mainstream political parties’ domina- 
tion of the cities would be threatened by 
army power if the army were given the weap- 
ons and mandaté to defeat the rebels. 

Each year’s violence and peace-making 
are different. Colombians constantly pre- 
dict that this time the country will disinte- 
grate. It never happens. Despite insurgency, 
and largely thanks to drugs, the economy 
continues to grow. In August 1990 one 
elected president seems likely to succeed an- 
other. The fighting continues. 





Cuba 
Bi he beard singed 


FROM OUR SPECIAL CORRESPONDENT IN HAVANA 


HE meeting was called off, and neither 

party sounded sorry. Disaster in Arme- 
nia called Mr Mikhail Gorbachev home be- 
fore he could get to Havana. Four days be- 
fore he was due to arrive, Mr Fidel Castro, 
in one of his four-hour speeches, had almost 
guaranteed that a meeting would fail. Mr 
Gorbachev, at the United Nations two days 
later, fired a shot back. 

In his speech on December 5th Mr Cas- 
tro did not once mention Mr Gorbachev's 
imminent visit, which received only a cur- 
sory mention in the Cuban Communists' 
official newspaper, Granma. He made only 
one passing mention of appreciation for So- 
viet aid. He hinted heavily that Soviet mili- 
tary advisers in Angola were to blame for a 
setback in the war there a year ago which 
required him to send in Cuban reinforce- 
ments. As for Soviet-American detente, it 
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meant nothing to Cuba: the imperialist 
threat was as real as ever. 

Mr Castro went on to grumble that so- 
cialism had run into "international and na- 
tional difficulties” and capitalists were hap- 
pily dismissing it as a failure. He admitted 
that Cuba had followed socialist policies 
which were now being discarded as wrong- 
headed. Today's Soviet Union was trying 
new ideas, he said. If they succeeded, so 
much the better; if they failed, Cuba would 
suffer. His message was clear: Cuba's "'rec- 
tification campaign", demanding more dis- 
cipline, sacrifice and voluntary work under 
the close control of the Communist party, 
will continue. Perestroika and glasnost will 
not get a look in. 

When Mr Gorbachev spoke at the UN 
two days later he was full of his reform pro- 
gramme. He observed, and the Cubans must 





Castro hated Gorbachev's non-visit 


have felt stung, that "closed societies" were 
a thing of the past. A senior Soviet official in 
Havana said the two leaders would mainly 
discuss "problems in Soviet-Cuban develop- 
ment projects”. That means aid. Mr Castro 
desperately needs it, and is taking risks in 
nipping at Russia’s helping hand. He pre- 
sumably thinks that Mr Gorbachev will not 
drop his Caribbean ally, come what may. 

Most western estimates of the value of 
Russian aid to Cuba put it at about $4 bil- 
lion a year. The latest American estimate, 
for 1986, is $6.8 billion. Of that, the Ameri- 
cans think $4.7 billion went on subsidies for 
Russian purchases of Cuban sugar and 
nickel and deliveries of cheap Soviet oil, 
much of which Cuba re-exports. They say 
$1.5 billion went for arms, and $600m on 
aid projects. 

Cuba, like its Latin American neigh- 
bours, is having trouble repaying its hard- 


currency foreign debts, which shot up from 
$5.5 billion in June 1987 to $6.4 billion a 
year later. Hurt by low sugar and oil prices, it 


has not been servicing its debt to the Paris ~ 
Club group of western creditor govern- = 


ments. It is mostly living off short-term trade: 


credits, and repaying them with consider- - 


able delays. Cuba had planned to sell 25% 


of its exports to hard-currency countries 


e 


" n 


and the rest to other communist countries. - 


The ratio now is one to nine. 


One way out of the hole would be to — 
earn more tourist dollars. New hotels are be- — 


ing built, and the Cubans are trying out 


projects such as the Marina Hemingway in - 


Havana, designed for gringo yachtsmen who 
may stop there for 72 hours without a visa. 
Cubanacan, a state tourism enterprise, is 
hunting for joint projects to develop the 
magnificent Coco Cay. Nickel output is to 


be expanded. A nuclear power station will ` 


reduce the demand for oil and enable Cuba 
to re-export more. 


> -= 
* 


But so long as ordinary Cubans do not — 


earn much and cannot buy much, they will 


not work much, even if Mr Castro tells them ~ 


to. So long as the men from the ministry, 


rather than factory managers, run the econ- ~ 


omy and private enterprise is illegal, not 
much is likely to change. The barrage of pro- 
paganda in official newspapers is no encour- 


agement. Mr Castro needs Mr Gorbachev 


more than Mr Gorbachev needs him. 





Namibia 


Not so fabulous 
wealth 


FRICA'S last colony is set for indepen- 


dence. On December 13th South Af 


rica, Angola and Cuba signed an agreement 
that commits Cuba to pulling its 50,000 


troops out of Angola within 27 months, and — 
South Africa to withdrawing from Namibia — 


by November Ist next year. The diplomacy 
is done. Now there is money to worry about. 


Namibia will be an expensive country to — 
administer. It is as large as France and West ~ 


Germany combined, but only 1.6m people 


live there. During three-quarters of a cen- 


tury of South African rule blacks have got 


less than their fair share of the country's re- _ 


sources, Namibia's first independent gov- 
ernment will promise to shift the balance. 
People expect a lot. 


The expectations will be hard to meet. - 


South Africa paid for just under a fifth of 


Namibia's budget this year. (It also guaran- — 


tees loans to its puppet "transitional govern- 
ment” in Windhoek.) South Africa wants a 
friendly Namibia; but supporting the bud- 
get—which it can hardly afford—is not the 
only way of keeping Namibia compliant. 
The South Africans can turn off electricity 
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Who'll buy my lovely missiles? 


OLISARIO, the guerrillas fighting for 

the independence of the Western Sa- 
hara, brought down an aircraft on Decem- 
ber 8th. Embarrassingly, it was not a Mo- 
roccan bomber but an American aircraft 
carrying five people on an official aid mis- 
sion to help rid Africa of a plague of lo- 
custs. Such things will happen when neat 
little shoulder-launched anti-aircraft mis- 
siles can be bought for the price of a de- 
cent car, on a world market where the 
number of wars is falling but production 
of missiles is not. 

The Polisario missile was probably a 
SAM-7, an old favourite which the Rus- 
sians first made more than 20 years ago. It 
has a range of 3,000 yards, and is a heat- 
seeker: unlike the British Blowpipe, which 
the operator controls by radio, the SAM-7, 
once fired, follows the heat given out by 
its target. Ill-trained guerrillas like such 
fire-and-forget missiles. 

SAM-7s come cheap. Russia sells them 
to governments for $7,000-or-so for the 
launcher and one missile. On the unof- 
ficial market they cost quite a bit more. 
The more unreliable the purchaser, the 
higher the price. According to an arms 
dealer, a group like Polisario would pay 
around $25,000. 

The market, dealers say, is awash with 
SAM-7s. These days some other communist 


supplies or refuse Namibia access to Walvis 
Bay, the country’s main port, which will re- 


main under South African sovereignty. 


When negotiations were at a tricky stage 


this summer, South Africa temporarily sus- 
pended payments to Namibia. This sort of 
move makes Namibia's 78,000 whites ner- 
vous. They now hold South African pass- 
ports and can transfer as much cash as they 
like to South Africa. If they get the jitters 
and leave, they will take with them much of 
an independent Namibia's capital and skills. 


SWAPO, which is expected to win a free 


_ Namibia's election, is trying hard to soothe 
white fears. Mr Sam Nujoma, its leader, says 
he would implement policies aimed at com- 


bining fairness with reasonable profits for 
private shareholders, both foreign and local. 
Some whites fear that 23 years of guerrilla 
warfare have not been the best training for 
such a balancing act: Mr Nujoma is reputed 
to be hot-tempered. . 

Namibia is, of course, rich. Some main- 
tain that its wealth is exaggerated. Dia- 
monds and uranium together accounted for 
roughly 60% of the country's R1.8 billion 
($760m) export earnings last year. But the 
diamonds, which have been mined inten- 
sively for 60 vears, may be wearing out; and 
De Beers has been accused of over-mining to 
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countries supplement Russia's produc- 
tion. Output is set by their economic 
plan, not by the number of wars around. 
With wars petering out somewhat, de- 
mand is slack. Polisario would have little 
difficulty finding a willing seller. 

Algeria restored diplomatic relations 
with Morocco last year and, it is said, no 
longer supplies Polisario with weapons. 
But Libya—which has sold SAM-7s to, 
among others, the tRA—would be an easy 
source. Chad, most of whose weapons 
come from France, was given Stinger mis- 
siles by the Americans a year ago; it also 


get the country's wealth out before indepen- 
dence. The world uranium market has been 
in the doldrums for most of the 1980s. Fish- 
ing is a big industry, but the South Africans 
are accused of giving the sea the same treat- 
ment as the diamond mines. 

Still, De Beers and RTZ, who control the 
diamond and uranium mines, seem optimis- 
tic about both policy and resources. As a 
show of confidence, De Beers has just an- 
nounced that it will spend R90m on devel- 
oping an new diamond mine. Both compa- 
nies hope swapo will have learnt some 
lessons from the damage done in Mozam- 
bique, Angola and Zambia by over-hasty 
nationalisations. They want Botswana to be 
the model for an independent Namibia. 
Partly as a result of going easy on foreign 
multinationals, Botswana has grown by an 
average of 1096 a year for ten years (though 
the sceptics point out that this has much to 
do with rich new diamond discoveries). 

Right now Namibia's inhabitants are 
less interested in the long run than in 8,000 
United Nations soldiers, military observers 
and administrators who will start arriving 
on April Ist. Their job is to oversee registra- 
tion for elections and the return of 80,000 
refugees from Angola, Zambia and Zimba- 
bwe; and to make sure that both swAPO and 
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has SAM-7s, captured from the Libyans. 
Since the fighting between Chad and 
Libya ended late last year, plenty of mis- 
siles are going begging in the Maghreb. 

Stingers, a newer brand of portable 
heat-seekers, are in shorter supply and 
greater demand. Better all round than the 
SAM-7s, they sell officially for $49,800, in- 
cluding the launcher. In 1986 the Ameri- 
cans started to supply Stingers to the Af- 
ghan guerrillas, who used them well. This 
did much to encourage the Russians to 
pull out of Afghanistan. 

After this successful advertising cam- 
paign, everybody wants Stingers. The 
Americans, worried that they might end 
up in the hands of the Palestine Libera- 
tion Organisation, have sold them only to 
a few selected clients—including UNITA, 
the guerrilla group fighting the Angolan 
government. But Stingers have reached 
the unofficial market through commer- 
cially minded Afghans. The Iranians were 
reported to have bought some last year for 
$100,000 each. 

In May 1988, six months after Con- 
gress had passed a law forbidding the ad- 
ministration to sell Stingers to countries 
around the Gulf, the Iranians publicly of- 
fered to sell some to any Gulf country that 
could pay. They have, it seems, had cus- 
tomers. The Americans first realised that 
Qatar had got Stingers when they spotted 
some of their precious missiles in a tele- 
vised military display. 








A cholce in Namibia at last 


the South Africans behave themselves. Lo- 
cals expect inflation and lots of business. 
Rents are already surging—as are fears that 
Namibia is about to get its first touch of AIDS 
from idle foreign soldiers. 
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The place that was Spitak 


When the earth stops shaking 


N A week of chilling Armenian statistics, 

one stands out. In Spitak, a remote town 
of 25,000 in the mountains close to the 
epicentre of the earthquake of December 
7th, only about 200 of the inhabitants are 
known to have survived. More than a week 
later half the population was still entombed 
under tons of twisted steel and fractured 
concrete. As temperatures plunged below 
zero, hope was fading that anybody else 
would be brought out alive. 

The first few western reporters al- 
lowed into the area, to the town of 
Leninakan, told of piles of coffins lin- 
ing the streets. Half the buildings 
there were in ruins. The stench of de- 
caying bodies hung over the city. By 
midweek the official death toll had 
reached 55,000. Mr Gorbachev and 
his disaster commission, led by the 
Soviet prime minister, Mr Nikolai 
Ryzhkov, face the task of treating the 
thousands of injured, housing the 
half-million reckoned to have been 
left homeless, and digging out and 
burying the dead. 

Beyond the human toll, Soviet of- 
ficials reckon it will cost about 5 bil- 
lion roubles ($8 billion at the mislead- 
ing official rate) to rebuild the 
devastated towns and villages, includ- 
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ing Spitak, Leninakan and Kirovakan, in 
the worst-hit area. (The bill for cleaning up 
after Chernobyl is reckoned to have been 
about 8 billion roubles.) Yet the final cost of 
the earthquake to the Soviet economy will 
be far higher than that 5 billion. 

About a tenth of Armenian industry 
has been destroyed. A nuclear power station 
near Yerevan will close in 1990; though it 
was apparently not damaged, the govern- 
ment has finally decided to heed local pro- 
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tests against siting it so near a large city in a 
known earthquake zone. The relief opera- 
tion itself, which has diverted equipment 
from elsewhere in the Soviet Union and 
clogged the railways and airports, will de- 
press production figures nationwide. De 
cember is the time when factories "storm" 
to meet their plan targets for the year. This 
year's storm has been diverted. 

Numbness at the sheer scale of the disas- 
ter is slowly turning to anger. Soviet newspa- 
pers, freed by glasnost from the old rule that 
disasters do not happen in the workers' 
state, have begun to ask hard questions. So 
has Mr Gorbachev, who clearly intends to 
use the lessons of the Armenian earthquake 
to reinforce his push for reform. Why, he 
coveniently asked, after a tour of the 
stricken area, had the buildings put up in 
Khrushchev's day withstood the 
earthquake, while the modern blocks 
of flats built in the Brezhnev years 
had been reduced to heaps of rubble? 

Criticism is also being heaped on 
the relief operation. An earthquake 
of this size (6.9 on the Richter scale, 
10.7 on the 12-point Mercalli scale 
used in the Soviet Union), which 
ripped up rail lines and roads, was 
bound to bring chaos. Human folly 
compounded it. The government has 
been turning down foreign offers of 
more tents and warm clothing, saying 
there is plenty to go round and that 
medical supplies are scarcer. Some 
survivors are now dying of cold be- 
cause tents and blankets have failed 
to reach them. Touring outlying vil- 
lages destroyed by the earthquake, 
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Mr Ryzhkov was dismayed to learn that a 
consignment of food sent to one of them 
hadebeen taken away again because no one 
in authority had survived to sign for it. 

The plain-speaking Soviet health minis- 
ter, Mr Yevgeny Chazov, called Soviet civil 
defence “bankrupt”. Even the army, usually 
revered in the Soviet Union, has been at- 
tacked for poor organisation. But it was 
chiefly the inflow of foreign relief that put 
the Soviet effort into perspective. The prime 
minister, Mr Ryzhkov, thanked foreign gov- 
ernments for what he called their "unprece- 
dented” relief effort. It was indeed unprece- 
dented for the Soviet state to accept help. 
Some 50 countries have contributed monev, 
expertise, supplies and equipment. 

Within days of the disaster, sniffer dogs 
and heat-seeking equipment had been flown 
in from abroad to search for those still alive 
under the ruins. Why, one newspaper asked, 
does the Soviet Union have to look to coun- 
tries that have never experienced an earth- 
quake for the skills and specialist medical 
technology to cope with this one? And why 
is it that foreign teams can be flown in and 
be on the job within hours, while local relief 
work takes days to co-ordinate? 

Millions of Soviet people are for once 
seeing how poorly their country measures 
up to the standards of the outside world. 
That is a risky thing in a place as sullenly 
proud as the Soviet Union. Mr Gorbachev 
is gambling that people will respond by 
throwing themselves behind the Commu- 
nist party s programme for reform rather 
than by damning the party that kept their 
country so backward. 

If he can stay clear of the debris being 
flung at government and party, Mr 
Gorbachev may be able to turn the tragedy 
to his advantage in other ways. The relief ef- 
fort has brought help from unlikely quar- 
ters, including countries, such as Israel, with 
which the Soviet Union has no formal rela- 
tions. Like state funerals, sudden disasters 
provide a useful occasion for people to meet 
and talk. Simply by not trying to hide the 
scale of the Armenian disaster, and by let- 
ting the world's sympathy flow in, Mr 
Gorbachev has done more to get the Soviet 
Union accepted into the family of nations 
than by any number of worthy speeches 
about "common homes”. 

If Mr Gorbachev had hoped that the 
tragedy in Armenia would pull the Soviet 
family of nations together, however, he 
looks like being disappointed. Blood sup- 
plies, blankets, food and cash have poured 
into Armenia from other republics. Yet the 
strife between Christian Armenia and Mus- 
lim Azerbaijan gets worse. 

At least seven members of the Karabakh 
committee, the organisers of the mass dem- 
onstrations for the return of Nagorno-Kara- 
bakh to Armenian control, have been ar- 
rested after trying to set up a relief effort 
that would have rivalled the official one. 
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Telegrams have been received in Armenia 
from Azerbaijan offering not commiseration 
but "congratulations" on the earthquake. 
The flood of refugees between the two re- 
publics continues, adding to the chaos. By 
Thursday large areas of both republics, in- 
cluding Yerevan and Baku, their capitals, 
were back under a state of emergency, tak- 
ing troops away from the relief effort. 


Arms cuts 


Equality, comrade 


HE NATO foreign ministers had meant 

to make a public-relations splash; as it 
turned out, they caused barely a ripple. It 
was not their fault that hardly any attention 
was paid to the unveiling, after their meet- 
ing on December 8th-9th, of the western al- 
liance's ideas about the forthcoming talks 
on reducing non-nuclear forces in Europe. 
Mr Mikhail Gorbachev upstaged them from 
New York on December 7th, with his one- 
sided cuts in Soviet forces. Then came the 
horror in Armenia. 

Mr Gorbachev's announcement (see ta- 
ble for details) will not in fact change the 
balance of power in Europe much. The Rus- 
sians had already said they were willing in 
principle to cut their side's bigger army in 
Europe to roughly NATO's numbers, pro- 
vided NATO cuts its ground-attack aircraft to 
the Warsaw pact's numbers. This would 
mean, among other things, a huge cut in 
Russia's tank fleet. What Mr Gorbachev has 
now said is that some of those tanks will be 
removed anyway. The cuts will take place 
over the next two years, during which time 
the new Conventional Stability Talks will 


Still plenty left to be waved forward 
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Before Mr Gorbachev left Armenia for 
Moscow on December I Ith, he lashed out 
at what he called "political adventurists’’. 
He was particularly angry about inflamma- 
tory rumours, including one that orphans of 
the earthquake were being transported for 
adoption to other parts of che Soviet Union. 
It was high time, he said, for extremists to be 
"dealt with”. Poor Armenia. 





presumably have started. Mr Gorbachev's 
cuts will meanwhile save money for the sick 
Soviet economy; but the Warsaw pact's 
forces will still vastly outnumber NATO's. 

Not that Mr Gorbachev's decision wa 
easy. It caused the resignation of the Sov 
Union's chief of staff, the 65-year-old Mar- 
shal Sergei Akhromeyev. The marshal had 
made plain his opposition to any unilateral 
cuts. The new chief of staff is Colonel-Gen- 
eral Mikhail Moiseyev, who is only 49. He is 
a protégé of the defence minister, General 
Dmitri Yazov. 

The best part of Mr Gorbachev's prom- 
ise is the withdrawal of six armoured divi- 
sions from East Germany, Czechoslovakia 
and Hungary, and their disbandment. This 
will slightly lessen the Warsaw pact's ability 
to launch a surprise attack on the West. 
Note, though, that Mr Gorbachev says 
50,000 men are to be withdrawn from these 
countries; the six armoured divisions be- 
tween them contain 65,000-70,000 men. So 
at least some of these soldiers are to be rede- 
ployed in the same area. 


The NATO proposal would involve 


THE ECONOMIST DECEMBER 17 1988 








ninefield of detail —— z e3 


>O NATO 
Attantc- Urals 

















= Warsaw pact....... of which ...... of which 
Atlantic-Urats 


51,500. 








Soviet 
forces 
Total 


Soviet forces — Soviet forces 
Atlantic-Urals Eastern Europe* 























: 16,424 37,000 9790 53,500 
i ie da Eo unte Doe 0e 

"m E I E 

2,213,593 3,090,000 2,200,000 700,000e* 5,096,000 

DNE o o NINE oet NIIS cit RR pay Ws MEN 

1058 10012 — 62 322 2173 

aa TE aa a, a 

3977 852000 6,050 1,135 7,700% 

aa SL a n pce 

l 14458 43,4000 33,000 6800 48,700 

ios as RENE i ERA ioi T: i qu Ms 


———— M a aiin 











© Soviet forces are stationed in East Germany, Poland, Czechosiovakia and Hungary — 9 rough estimates $this cut is to Soviet troops in East 






; rich deeper cuts ts by: the Warsaw pact, t, bat 
Mone at all by the western allies. The main 
idea is a ceiling of 20,000 tanks each for 


-NATO and the Warsaw pact in the whole.of- 


Europe from the Atlantic to the Urals, with 
_a provision that no country be allowed to 
have more than 3096 of the total. This 
‘would limit the Soviet Union's tanks in Eu- 
rope to 12,000, about a third of what it now 
-has, and less than half of what it will have 
even after Mr Gorbachev's cut of 10,000. 
The curious formulation actually used—the 
offer speaks of 40,000 tanks in the entire At- 
lantic-Urals region, ^ excluding the 
‘neutrals—was designed to placate the 
French, who are determined to make it ap- 
spear that the talks are among the 23 individ- 
= ual countries involved in the talks and not 
between the two alliances. 
c. The rest of the NATO announcement 
IB s confined to general principles; appar- 
ently the allies have not yet ironed out all 











| propose limits on several other sorts of 
apons besides tanks (even the complete 
fer will probably suggest no specific limits 
on numbers of men). Another principle is 


eapons that are allowed to remain are not 
o oncentrated near the borders of the two al- 
. lances. The logical way to do this would 
have been to establish sub-zones within each 
liance, but France predictably balked, be- 
~ cause this would confirm the block-to-block 
nature of the negotiations. 
-> < The compromise with the French ap- 
pears to be to use a mathematical formula to 
: control the number of foreign forces that 
can be stationed in any country. But the 
J NATO. announcement contained no details 
p of y^ o can bits of the offer 












big troop movements. 


~ their differences, One principle is that NATO 


at rules will be needed to ensure that the 


rmany, ‘Czechoslovakia and Hungary $4 includes ground-altack aircraft in which NATO has about 1596 superiority in the Atlantic-Urals region 
uding independent oo ** including multiple rocket-launchers and large mortars 


Sources : HSS; NATO 


forces; and some provisions beyond those 
now in force for notifying the other side of 


Yes, there are still a lot of gaps in the 


NATO proposal. But it did deserve to make a 


bit more of a splash. 





West Germany 
Will they Say yes, 
or won t they? 


FROM OUR BONN CORRESPONDENT 


TO SOONER had Mr Goade made 


his promise of a unilateral cut in the 


numbers of Soviet troops and tanks in Eu- 


rope than western eyes turned anxiously to- 
wards West Germany. If NATO is to go ahead 
with its plan to modernise its short-range 
nuclear weapons in Europe, it needs the full 


backing of Mr. Helmut Kohl's government 
in Bonn. West Germans dislike the idea of 
updating nuclear weapons which could 
chiefly kill Germans. Few feel directly 


threatened by the Russians these. days and 


Mr Gorbachev is hugely popular. Yet a deci- 
sion should be taken next year if NATO's 70- 


mile Lance missile, whose reliable life runs 
only until about 1995, is to be replaced. Af 
ter “Mr Gorbachev’s latest arms-cutting 


move, will the Germans say yes? 


The: opposition Social Democrats an- 
nounced that the Gorbachev plan was one 
more good reason for NATO to sctap its nu- 
clear. modernisation plans (the party almost 
broke apart six years ago in a wrangle over 
the alliance's “twin track" decision to de- 
ploy cruise and Pershing-2 missiles if the So- 


viet Union failed to reduce i its thicket of me- 
dium-range SS4208) ” 





The party's. former 
chairman, Mr Willy Brandt, and his succes- 
sot,. Mr Hans-Jochen Vogel, sent Mr 


Gorbachev a 
.would work fo = 
from NATO. | 


party boss, the 


party has had a new leader, Co 












tructive an 


By contrast Mr Kohl’ s men sn 
the Gorbachev promise did 
range nuclear arms and would le 
many Warsaw pact troops and. 
even after the cuts. They added t 
prehensive plan covering NATO 
force requirements was being p 
should include a “basic minimum 
clear weapons which would then 
rally" have to be kept up-to-date. The 
in the Kohl camp is that the very : 
range nuclear artillery can be scrapped 
gether. That would make it easier to ai 
for a successor to the Lance missile. — 
The most muffled reaction on th 
sile issue came from the sphinx-like fo 
minister, Mr Hans-Dietrich Gense 
whose “help Gorbachev” rhetoric regu 
brings on apoplexy in Washington and. 
don. Mr Genscher called for an e 
“faintheartedness ’, his criticism of tho: 
West Germany and elsewhere: who 
kept demanding that Mr Gorba 
words must be matched by deeds before 
West responded. Modernisation, he 
was being overstressed. He did not fir 
rule it out, sometime, but gave the str 
impression that he believed it to be a wh 
inappropriate response to the broad sweey 
of Gorbachevian change. i 
Time was when Mr Genscher 
have had little trouble getting his pa 
liberal Free Democrats, to go along wi 
views. They are the junior partnerin t 
alition government, so that would me; 
brake on Mr Kohl and hence on modern 
tion. But times have changed. su 
- There has been a shift in the bala 
power within the Free Democratic pa 
Genscher used tobe party chairma 
as foreign minister, and had almost 
party strings in his grasp. His suc 
jovial Mr- 
Bangemann, was not about to cross t 
who got him the job. But since Octo 




















































































Lambsdorff, a former economics n 
and the architect of the party's swit 
1982 from alliance with the Social D 
crats to alliance with Mr Kohl's centre 
Christian Democrats. For the first t 
Genscher is up against a man who co 
the top party office with real influence 
strong will. 

Count Lanibsdorff is close to Mr 
who in recent years has grown wary: 
old chum Mr Genscher. He also despis 
fuzzy talk of a “common European hoi 
that Mr Genscher eagerly makes his own 
a friend of Mr Richard Burt, the outg: 
American ambassador to ian th 
has been well placed to learn dir 
American worries about the eff 
Genscherism on defence. The days : 
gone when what Mr Genscher said s 



























his party too. 

Still, the combination of Mr Genscher 
and Mr Gorbachev makes it particularly 
hard for Mr Kohl to push through unpopu- 
lar decisions on defence. To complicate mat- 
ters, the chancellor faces a fuss over the 
planned lengthening of military service and 
a row (sharpened by recent accidents involv- 
ing NATO aircraft) over low-flying exercises. 
For all that, when it comes to nuclear mod- 





ernisation, don't underestimate the 
Lambsdorff factor. 
Spain 


General grump 


FROM OUR MADRID CORRESPONDENT 


HE country all but came to a halt on 

December 14th. For the first time since 
1934, Spain's Socialist and Communist 
trade unions had joined together to call a 
general strike. The unions claimed that 
nearly 8m workers, some two-thirds of the 
Spanish workforce, stayed out for the day. 
The government, which had expected a 
rather halfhearted protest, acknowledged 
that the strike had gained wide support. 

Spain has the highest growth rate in the 
EEC, and the economic outlook is good. Un- 
employment is also Europe's highest, but it 
has started to fall. What is so bad in Spain 
that two out of three workers want to strike? 

The unions are sore. Spain has a Social- 
ist government under Mr Felipe Gonzalez 
which is following right-of-centre policies. 
Its proposed youth employment scheme is 
what ostensibly provoked the strike. The 
idea is to find 800,000 jobs for young people 
by paying firms to hire them on temporary 
contracts. Employers expect to get the 
added bonus of not having to pay welfare 
contributions. Union leaders fear that em- 
ployers will get rid of older, more costly 
workers—who are, more to the point, union 
members. The unions cannot afford to see 
their members unemployed. The dues-pay- 
ing membership of the Socialist UGT and the 
Communist Workers’ Commissions is al- 
ready thought to be as low as 1296 of the 
industrial workforce. 

Besides, the unions are fed up because 
they feel the government isn't listening to 
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them. It has stayed tough in bargaining over 
pensions and public-sector pay. After a sum- 
mer of bargaining, it still refuses to honour 
an election pledge to increase the number of 
unemployed entitled to claim dole money. 
At present the figure is less than 3096. Mr 
Gonzalez's irritating response has been that 
he would prefer to spend any extra money 
on his youth employment scheme. 

But none of this was why so many non- 
union members backed the strike. The 
unions' complaints about what they see as 
the government's callousness found an echo 
in the country at large. Spaniards can see 
that the economic boom is enhancing the 
wealth of an ever more flashy middle class. 
But it is so far not doing enough to improve 
the lot of the low-paid or the jobless. 





FROM OUR SWITZERLAND CORRESPONDENT 


JAM politician has an indisput- 
able advantage over a female politi- 
cian: he never has to worry what his hus- 
band is getting up to. Just now, Mrs 
Elizabeth Kopp, the former Swiss minis- 
ter of justice, may be leaving the starch 
out of Mr Kopp's collars and feeding his 
dinner to the dog. Because of his unfor- 
tunate connections, Mrs Kopp had to re- 
sign from the government on December 
12th. Five days earlier she had been 
elected to be vice-president of Switzer- 
land in 1989—and in the normal course 
of things president in 1990. 

The husband hazard is not new to 
women of the democratic world. Mrs 
Geraldine Ferraro, the Democratic 








nominee for vice-president in the 1984 
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Unfair to Kopp? 








The disaffection does not go deep 
enough to trouble the government. The op- 
position to both right and left of the Social- 
ists is in disarray and the polls show that the 
Socialist party is likely to retain a majority at 
the next election. That gives the govern- 
ment precious little incentive to alter course, 
although the scale of Wednesday's strike has 
given it a jolt. While grudgingly admitting 
that they may have given an impression of 
arrogance, and saying again this week that 
they are prepared to talk, ministers have 
stressed that there will be no change in the 
direction of their economic and social poli- 
cies. They seem to have found the Spanish 
translation for Mrs Thatcher's phrase: there 
is no alternative. 








Love, honour, obey and resign | 


embarrassment of being tied to both Mr 
Walter Mondale and a husband whose 
business ties were murky. Successful fe- 
male politicians of the past—Catherine 
the Great of Russia and Elizabeth | of 
England—knew the first step to power 
was to eliminate or avoid a husband. The 
careers of Mrs Cory Aquino and the late 
Indira Gandhi bloomed in widowhood. 

Mrs Kopp's resignation is the first 
ever by a member of the Federal Council, 
Switzerland's government, on such | 
grounds. It is particularly unfortunate | 
because she is the first woman ever to 
have been elected to the council. Her 
husband, a lawyer, was on the board of a 
Zurich-based financial house involved in 
a money-laundering scam. The scandal 
blew at the moment Mrs Kopp's depart- 
ment was stitching together a law to 
make the laundering of suspicious 
money more difficult. 

That was enough to make some peo- 
ple think she ought to go. But her res- | 
ignation became inevitable when it was | 
learned she had heard rumours that her | 
husband's company was under investiga- 
tion and warned him to resign from the | 
board, two weeks before the scandal be- 
came public. Yet there was hesitation 


i 
American election, carried the double 


about asking her to go. Politicians felt 
uneasy about attacking their first woman | 
federal councillor, after keeping women 

in their place for so long (women still do 
not have full voting rights in one canton, 
Appenzell, where they can vote in na- 
tional polls but not in local ones). 

No one in Switzerland can recall any 
scandal involving the wife of a male fed- 
eral councillor. But then Swiss govern- 
ment wives rarely have any unseemly 
outside activities. 
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JS e me, is this the right bus? 


] The fifth of our series on ‘hae different Europeans see Europe’s future asks 
- whether suspicious pragmatism could leave 


ritain standing in the road 





HE British pride themselves on their 
A history. But they cite it selectively. In her 
now famous speech in Bruges last Septem- 
ber, Mrs Margaret Thatcher said Britain’s 
European commitment had a long history, 
dating back to the Roman empire and early 
. Christendom. She dwelt on Britain's past 
.. contribution to Europe's freedom through 
kwo world wars, and today through the 
W'/0,000 British troops permanently stationed 
on the continent. She rightly stressed that 
Europe was bigger than the EEC: Prague and 
Warsaw are great European cities as much as 
Paris and Brussels. 
SoM rs Thatcher said nothing about du 











mis ii eben the mm plan for a eod 
k ug steel community was proposed in 1950, 





to the formation of the EEC itself. Britain 
| eventually heaved itself on board the bus in 
'. 1973. Todav's fear is that it might fluff the 
. 1992 connection. 
The 1950s bus-missings were all the 
< odder because it was Churchill who called in 
..1947 for a "united states of Europe". His 
idea was that Britain, with its empire and its 
special relationship with America, would 
lead the rest. By the 1950s the empire was 
. disappearing, though Britain's pretensions 
= to great-power status lingered on. It was a 
me of rebel-fighting in Cyprus and Malaya, 
wasion at Suez. Britain had been a 






1 when the 1955 Messina conference led ^ 


founder-member of NATO. Politicians reck- 
oned they could ignore the cranking up of 
the EEC bus. 

Subsequent attempts to hop doad 


were rebuffed by de Gaulle, reluctant to give 


up French leadership of his idea of Europe. 
By the time Mr Edward Heath took Britain 
“into Europe", the EEC's long economic 
boom was petering out. The next 15 years, 
under Labour and Tory governments alike, 
were spent in squabbling: over Britain's en- 
trance fee, and over the extravagance of the 
Community's farm policy. The squabbles 
are (for the moment) over, but they have left 
many Britons deeply suspicious of Brussels. 
British suspicions surface readily, thanks to 
Europe's slickest machine for co-ordinating 
EEC policy. Where a Spaniard or Dutchman 
might wait to see what others think of a 
Europroposal before reacting—or hope that 
others will take the blame for blocking it— 
their British counterpart will trumpet a care- 
fully thought-out, inflexible and often hos- 
tile view straight away. 


Better Europeans, still imperfect 

Claims that Britain is a "bad European" 
trigger instinctive fears of a new French- 
German axis and a future in which Britain is 
left on the sidelines. The claims are coldly 
dismissed by ministers who point to Brit- 
ain's exemplary role in Europe's defence 
and to an excellent record (compared, say, 


theless s changing. 


trade unions, 


budget) back strongly. It is West n 









No big political party no 
British. membership of the 
previously r 
nents, gave the European Co n 
president, Mr Jacques Delors, a 
welcome to their conference in: 
The Labour party is inching to 
port for full membership of the 
Monetary System, putting it a step a 
the Tories. British officials, wearily u 
relentless battles with the French, no 
themselves joining with France over 
issues—even on farm reform, whic 
French (now net contributors to th 



































that is more often alone today. 

Still, large differences remain. 
Germany’s fear of isolation (and sari 
residual war-guilt) make it surprisingly 
to cave in when challenged. Italy, the B 
lux countries and now France love: gt 
gestures in favour of European integr 
such as the 1986 Single European Ac 
British accepted this act with reluc 
they liked the commitment to 1992 and 
use of majority voting to get there, but 
the airy calls for closer European union. 
extra powers for the European Parliamen 

Although British trade has tilted he 
babe: the Gane its Peay and culture 


America. The average Briton still prob 
knows more about the United Mein 
tainly at the level of popular culture, ti th 
about France. | | 
Domestic politics also plays a p 















Hello Europe 
| Britain's exports 
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RITAIN hopes to gain more than 
most from Europe's frontier-free 
market, mainly because it is strong in the 
services that have hitherto been among 
the most protected bits of European econ- 
omies. Its worries lie in the details. 

€ Free movement of goods. British in- 
dustry reckons to be in fine shape to bene- 
fit from free trade in goods, though the 
motor industry still looks vulnerable. The 
City looks forward a shade complacently 
to getting a big slice of other countries' 
banking and insurance business once it is 
opened up to competition. Yet Britain is 
fighting hard against tax harmonis- 
tion—even though a British commis- 
sioner, Lord Cockfield, has been one of its 
chief advocates. 

.. Brussels Eurocrats will not accept the 
British line that free trade should come 
rst, leaving the market to decide what 
ort of tax differentials are tolerable. But 
hey have started to give ground (see story 
ext page). They may eventually concede 
ero-rating for value-added tax, since they 








































itain's apparent blooderaindedines in 
rope. In Britain fights against Brussels are 
opular; in most other countries they are 
ot. Those who berate Mrs Thatcher for her 
ostility to European integration have 
nissed this point. If Mrs Thatcher were not 
here, somebody else would be: less shrill, 
erhaps, but driven by the same home- 
rown imperatives. 

: Britain stands to gain a lot from. the 
EC’s internal-market project. But the free 
ade in goods and services that Britain 
ants will be accompanied by an erosion of 
ational sovereignty, which it greatly fears. 
ritain’s awkwardness over 1992 should not 
e exaggerated. It is not the only country to 
e concerned about sovereignty, only the 
ost vocal. Some of the issues that appear 
ow to divide the British from the rest— 
h as frontier controls and tax 
rmonisation—will no doubt be finessed. 
The money question cannot be finessed 
easily. The lifting of capital controls in 
90 will curtail member-countries’ mone- 
y (and fiscal) sovereignty. Mrs Thatcher 
ibs at full membership of the European 
inetary System. By late 1989 the others’ 
ire to move faster towards a European 
itral bank, even a common. currency, may 
e more bus for Britain to miss. As Eu- 
elder statesman, Mrs Thatcher can 
control the agenda for European dis- 
sion, which enables her to switch from 
us-misser to bus-driver. She may. have to 
e up some money pw to stays behind 














Community has spent an extra 


mainly to sell off surplus butter 
and milk powder to the Rus- 


- wise, the dairy surplus would 


. know British politicians can never give it 


up. - 
€ Free movement of labour. For some, ’ 
the desired symbol of 1992 is a demol- 
ished border post. Worries about terror- 
ists make Britain determined to keep fron- 
tier controls, even if only spot-checks. It 
will temper this with small concessions 
such as letting all EEC nationals (including 
Britons) pass through the same queue. No 
concessions on the "social dimension", 
though: Mrs Thatcher is determined to 
resist rules (for instance, on worker par- 


ticipation) that would impose extra costs ` 


on business. 


e Trade with the world. Here too Brit- | 


ain is in the forefront, this time in. resist- 
ing "fortress Europe". The rest accept. 
this in principle, though with some doubt- 
ful mutters. The City worries about the 


Brussels notion of enforcing reciprocity - ? 
by blocking the issue of trading licences; it ^ British sovereignty. Her European. col- 
fears this could drive business outside the 


EEC altogether. But the biggest problem - 


ahead could be agriculture. Because the 


EEC farm policy 
Just offal 


FROM OUR BRUSSELS CORRESPONDENT 


TS farm surpluses are down, so the EEC 
thinks it deserves congratulations; which 
only shows that its surpluses of self-delusion 
are still high. Food mountains are getting 
smaller mainly because of drought in Amer- 
ica and fen sales to Russia, not because of 
reform in the EEC. 

Still, the numbers look good. The but- 
ter mountain has melted over the pas: year 
and wheat stocks are down by 2596. The 
numbers even seem to fool Mrs Thatcher. 
She told journalists at the EEC summit in 
Rhodes earlier this month that the extrava- 


gant farm policy seemed finally under con- 


din At the GATT's mid-term review in Mon- 
treal, the Community rejected. 
an American demand for a 
commitment to abolish farm 
subsidies by the year 2000 on 
the ground that the EEC had - 
successfully launched a farm- 
reform of its own. 

What the figures do not re- 
veal is that since 1986 the 


eight billion ecus ($9.5 billion) 


sians or feed it back to the live- 
stock whence it came. Other- 


x $ miei anie 
a fag E DM NUI AME MN DI MEE. 


ignominious six weeks in 1972 when ster- 
ling tried to stay in the "snake" are wary 


economists think that membership of the 


- European central bank is set up. 


posed to EMS membership. She probably 


| 
1983, argue that full economic sover- | 
"E 




















common agricultural policy costs them so 
much, the British have tended to support 
American sniping at it. This will lead to 
more tussles in Brussels. 

€ Free movement of capital. The 
Thatcher government reckons scrapping 
exchange controls in 1979 was one of the 
best things it ever did. Its attitude to the 
EMS remains puzzling. It is understandable 
that British politicians who remember the 


aceite eA Hv durer prima ura) here ony SOP at omni ta grt psn 


of trying again. But most government 


EMS would bolster its anti-inflation policy. 
And the government recognises that free 
movement of capital pushes towards com- 
mon monetary policies, even if no formal - 






Mrs Thatcher remains implacably op- 
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fears that conceding it would intensify 


pressure to go for full monetary integra- 





tion, with unacceptable consequences for 


leagues, pointing to the French lesson of 


‘eignty for Europeans is now a chimera. 
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still be as high as ever. The fall in wheat 
stocks has little to do with farm reform and 
everything to do with drought in America 
and shortfalls in other parts of the world 
earlier this year. The result has been higher 
export demand, firmer prices and a cor- 
responding cut in EEC spending on surplus 
disposal. 

The Community’s claim that its re- 
forms, set in. place between 1985 and last 
spring, are cutting costs and Ji edi is un- 
proven. Ás some stocks have fallen, others, 
such as those of oilseeds and olive oil, have 
risen. Price cuts for oilseeds are on the wa, 
but they may not be enough to discourage 
producers. For beef, where guaranteed 
prices have been cut, they are still high 
enough for farmers to produce meat to be 
piled in EEC cold stores when they know it 
cannot be sold on the market. 

Nor has farm reform done anything to 
solve the problem of fraud. 
Beef is singled out for special 
attention by the EEC's financial 
watchdog, the Court of Audi- 
tors, in its 1987 report, pub- 
lished on December 13th. The 
fact that some producers, trad- 
ers, transporters and exporters 
. are cheats is well known. What 
is surprising is the extent of the 
abuses. —— | 

The court's investigators, 
on the basis of spot checks, 
have uncovered frauds. worth 
50m ecus ($60m). They have 


some evidence that this i is only 
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e acquisition doubles worldwide electronic material 
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e good industrial demand for platinum 
hin] latinum for jewellery and inves 











THE ABOVE POINTS ARE EXTRACTED FROM THE HALF-YEAR REPORT, COPIES OF WHICH ARE 
AVAILABLE ON REQUEST TO THE COMPANY SECRETARY, | 
l | JOHNSON. MATTHEY PLC, 2E e 
^ o NEW GARDEN HOUSE, 78 HATTON GARDEN, LONDON ECIN 8JP. 
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Bound for Bucharest? 


a tiny part of what is being stolen by 
deception. 

The court's inspectors concentrated on 
four countries— Britain, France, West Ger- 
many and Ireland—which account for 80% 

of EEC spending on beef. They found the 
— evel of national anti-fraud controls inade- 


-. quate. Their report cites instances where of- 


fal was described by traders as high-quality 
beef and therefore eligible for export subsi- 
dies for which offal does not qualify. One 
trader made 1.4m ecus by declaring chicken 
scraps as prime beef. Others have forged ex- 
port documents to collect subsidies on beef 
shipments that never left the Community (if 
they ever existed at all). But first prize for 
nerve goes to the trader who got an export 
subsidy for a beef consignment to Libya on 
the basis of a letter of receipt from the "Min- 
istry of Foreign Affairs, Bucharest”. 





.EEC: tax harmonisation 


. Think again 


FROM OUR BRUSSELS CORRESPONDENT 


The European Commission 
has accepted that its proposals 
for harmonising value-added 
tax and excise duty as part of 
Project 1992 are hopeless. 
| Lord Cockfield, the outgoing 
— commissioner for 1992, told finance minis- 
ters in Brussels on December 12th what the 
commission's new approach might be. 

The idea of fixing a single rate of excise 
duty for the whole Community is out. As for 
VAT, the commission had wanted to keep 
rates bunched in two bands: one rate of 4- 

' 996 for basic items like food and clothing, 
and a second of 14-20% for the rest. Now, in 
the face of general hostility, the commission 


is ready to be flexible. Lord Cockfield be- 
50 








lieves the way forward may be to keep the 
lower band, but give the higher one a floor 
level of 1796 and no ceiling. Governments 
would be free to set the upper rates as high 
as they think market forces would permit. 

Even ideas on the lower band may 
change. The commission may be ready to ac- 
commodate Britain's and lreland's claims 
for zero-rating on some items. They could be 
granted exemptions. Another possibility be- 
ing canvassed inside the commission is to al- 
ter the lower band to 0-696. It must be as- 
sumed that Lord Cockfeld is not demob- 
happy and that his thinking reflects that of 
the commission's president, Mr Jacques 
Delors, and of Mrs Christiane Scrivener, 
who is thought likely to inherit the tax part 
of the 1992 portfolio when the new commis- 
sion takes over next month. 

These ideas look good enough for next 


Czechoslovakia 


year's negotiations on VAT harmonisation, a 
central element of Project 1992, to make 
progress. The trouble is that the December 
12th meeting also showed that France's 


campaign to get the Community to 
harmonise withholding taxes on interest 
and dividends is spreading. President Fran- 
cois Mitterrand said at the Rhodes summit 
that this was a precondition for accepting 
the liberalisation of capital movements. 
Otherwise, the French say, free movement 
of money after 1992 will become a tax-avoid- 
ers' charter. 

The French finance minister, backed by 
his West German and Spanish colleagues 
but opposed by Britain and Luxembourg, 
now wants VAT harmonisation to be linked 
to an agreement on withholding tax as well. 
That could keep the 1992 tax negotiations 
deep down in the bog. 


Suddenly, it's worth listening 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


ATIENT Czechs received an early and 

unexpected Christmas present when the 
voice of Marta Kubisova, a much-loved 
singer whom the authorities had prevented 
from performing in public for 20 years, ech- 
oed across a small Prague square. The crowd 
of 4,000 on December 10th loved it. They 
also saw popular old faces, including that of 
Mr Vaclav Havel, a muzzled playwright, and 
younger ones belonging to the so-called 
Czechoslovak Children, an independent 
political movement. This was the first public 
meeting of opposition groups to take place 
with official permission since the crushing 
of the Prague spring in 1968. 

In future, the country's chief ideologist, 
Mr Jan Fojtik, said this week, such meetings 
will be allowed so long as they are not a 
threat to stability. And other voices will 
soon be heard without interference: Mr 
Fojtik said Czechoslovakia will stop jam- 
ming the broadcasts of American-backed 
Radio Free Europe. Is the crusty Czechoslo- 
vak regime at last loosening up? 

It will take a lot more than the past 
week's changes to convince Czechoslovaks 
that the party leader, Mr Milos Jakes, is 
changing his ideas. Still, the government is 
under pressure to give at least a nod in the 
direction of reform. Mr Alexander 
Yakovlev, a powerful ally of Mr Mikhail 
Gorbachev in the Soviet Communist party, 
made that clear when he visited Prague last 
month. Western _ politicians—including, 
most recently, France's President Francois 
Mitterrand—have also been telling Mr Jakes 
to do better on human rights. 

The need for economic reform becomes 
plainer by the day. Office workers will not 
be receiving their annual bonus this month. 


It has been postponed until January, for the 
simple reason that there are not enough 
consumer goods to meet the pre-Christmas 
spending spree. Women have special cause 
to be angry. Last month several women pro- 
tested in Prague's Wenceslas Square about 
the shortage of sanitary towels and tampons. 
As for the Christmas dinner table, there are 
no nuts. Elderly Czechs recall 1918 as the 
last time such a shortage occurred. 

The government blames the sudden 
shortages on East European and Soviet 
tourists who raid Prague’s shops. Much to 
the neighbours’ annoyance, Czechoslovakia 
last month imposed a ban on taking a whole 
range of consumer products out of the counsi 
try. But a report by the Institute for Fore^ 
casting of the Academy of Sciences, whose 
director is Mr Valtr Komarek, says the gov- 
ernment's explanation is rubbish. The real 
problem, it says, is too little investment, run- 
down machinery, a shortage of spare parts 
and a dramatic drop in the supply of things 
that can be sold for hard currency. Mr 
Komarek accuses the country's leaders of 
completely neglecting the domestic market 
and of ignoring market mechanisms. 

For years people like Mr Komarek have 
been saying that failure to reform would 
produce economic disaster. So long as living 
standards did not suffer too much, the 
warnings could be ignored. Living standards 
are now suffering. Borrowing from the West 
would at best buy a little more time. A thor- 
ough reform seems unlikely under the Jakes 
team. Might things change if more of 
Czechoslovakia's hitherto patient consum- 
ers start taking to the streets, with or with- 
out the accompaniment of Ms Kubisova? 
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Spend the extra money. 
It’s Christmas, isn't it? 
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Tasa a bank should keep right on developing 
new solutions for old problems. 


Some problems are as old as business itself. 

Year in, year out, you have to invest corporate assets, struc- 
ture corporate debt, manage corporate cash. 

Last year's solutions may not be best today. 

Creating better ones is a constant pursuit at Bankers Trust. 

We have at our command a wide array of sophisticated 
financial techniques. Presence and proficiency in all the world's 
markets. And the ability, through skilled and imaginative people, 
to focus all these resources on a problem. 

The result may often be a brand-new solution. A merchant 
banking solution. One which fits not only the problem at hand, 
but also your overall strategic objectives. 

Today, an increasing number of corporations are relying on 
merchant banking for what it provides best: innovation not for 


innovations sake, but for the client's sake. 


D Bankers Trust Company 


Because today isnt yesterday. ? 
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A bigger and richer south 


ONDON'S streets may be paved with 
Re gold, but they are becoming too 
crowded and costly for many of their. resi- 
dents. So are the streets of surrounding 
towns like Watford, Windsor and Woking. 
A recent survey* by two Oxford economists 
lests that there has been a greater net 
migration from south-east England this 
han at any time since the wartime blitz, 
nly because of high house prices. As a 
umber of firms move their head- 
ut of central London, northerners 
tarting to hope that at last they might 
al slice of England's new prosper- 
re likely to be disappointed. 
ut the 1990s the southern 
likely to see faster growth 
DP than other parts of 
to be a net recipient of mi- 
hat is the forecast of a study to be 
-published early next month, conducted by 
othe Northern Ireland. Economic. Research 
. Centre using à. regional ` version of Cam- 
bridge Econometrics’: 8 model e the British 








































about the same pace as the south-west, the 
south-east and East Anglia. The imaginary 
line from the Severn to the Wash which 
marks the northern border of rich Britain 
will move up the country, to join the Dee 
and the Humber. 

Already in the past few years East An- 
glia has replaced the south-east as Britain’s 
fastest growing region. The Northern Ire- 
land researchers calculate that, since 1983, 
East Anglia’s real GDP has grown by 33% 
(1.6 times the national average) and the 
number of jobs there by 24% (three times 
the national average). It now has more man- 
ufacturing jobs than before the 1980-81 re- 
cession; the nation as a whole has 30% 
fewer. Last year East Anglia became the first 
region to have unemployment lower than 
the south-east. Although immigration to 
East Anglia more than doubled between 
1986 and 1987, many areas of the region 
have acute labour shortages. Wages there 
have traditionally been low, based on norms 
in agriculture. Five years ago they were 3% 
below the national average; yal are up to 
the national average now. 

Any generalisations about regions (the 
units for which the most up-to-date data are 
available) disguise important variations. 
The fastest growth areas in England are now 


small towns. away from large conurbations, — 
where land i is ene cheap and there is | 2 


.1,500 — headquar ers 






still potential for new development. - LE 
helps explain why employment in the 
midlands has grown by 10.2% ine the 
five years—slightly faster than int 
east—but in the more crowded | 
lands by only 8.8%. — a 
A crescent of small towns fre 
glia to the south-west, abou 
London (see map on n 
particularly well. All ha 
large fall in unemploym 
year, despite considerable imm 
They include not only towns. | 
bridge and Swindon whic 
booming throughout the. 1 
borough and Corby, whic 
were stagnating. * 

















To the golden crescent 


It is to such towns that some central- 
offices are starting to move. Big comp: 
have hitherto hated to move their he 
quarters away from the herd. If they do le 
the West End or the City, Hammersmith 
ten seems s far FR Jones cid beats n 














































othet parts of e S ando 
out of nine were to somewhere in th 
east. In the next two years that seems due t 
change. Companies are planning to mov 
bigger offices than before out of Lond 
and to move them farther out. ; 
This vear just under 5,000 jobs were r 
located, in moves averaging 265 wor 
More than 6,000 are already committ 
next year, with 443 workers on avera 
more than 10,000 in 1990 and after; wit 
average of 888 jobs. Most firms thin! 
longer worth moving to Hammers 
Kensington, where rents have reac 
square foot, not much lower thar 
parts of central London. The Isle 
where rents are only £20, will be thi 
popular new London location next ye 
3896 of jobs scheduled to be relocate 
1989 onwards will go outside the south 
Of those, the only move so far made p 
to go more than 100 miles north of. 
has been BP Exploration UK, to Glasg 
The big switch is to other places in 
south, some less than an hour's train j 
ney from London. r 
Pearl Assurance is . x 
planning to move its. 7N 











staff to Peterb 
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The fertile crescent 
Unemployment rates* 
October 1988» October 19877 


* Travel-to-work areas, unemployed as % of employees plus unamplcyed 


T Old basis 





cheapest parts of central London, is worth 
£40 a square foot; its new one roughly £10. 
The company hopes to save £1,000 a year 
per employee on overheads, while providing 
more space for its workers. And it likes the 


Source: Department of Employment 


idea of becoming known in Peter- 
borough as a big local employer; it 
thinks it will become a great deal 
easier to recruit staff. 

In the 1990s the crescent of at- 
tractive locations may gradually 
move farther out from London— 
but not too far. Optimistic north- 
erners should remember that the 
area of a circle (or a sector of one) 
is proportional to the square of its 
radius. By far the most common 
motive for companies moving 
from London is the cost of prop- 
erty. And the supply of land for 
relatively cheap office space in the 
south of the country is still vast. 

As labour shortages grow, 
firms will increasingly need to 
chase workers. Until recently, any 
net emigration from the south- 
east could be accounted for largely 
by retirement. Last year, though, 
30,000 of the net outflow of 
55,000 were people below retire- 
ment age. Such an exodus makes the hunt 
for staff in the region even harder. As pros- 
perity pushes on into Leicestershire and 
Norfolk, manpower will be at the forefront 
of the mind of many a managing director. 





Rail Crash 


Misery line 


N THE morning of December 12th 

one passenger train ran into another 
just outside London's Clapham Junction. A 
third, empty, train piled into the wreckage. 
An initial 33 people were killed, making this 
the worst crash on Britain's railways since 
1967. Almost certainly, it will profoundly 
change the way both British Rail and trans- 
port in London now develop. 

The two passenger trains had both 
come from south-west of London, one from 
Bournemouth and one from Basingstoke. 
British Rail quickly accepted responsibility 
for the deaths. A £30m, four-year pro- 
gramme of resignalling the approaches to 
Waterloo station (whither both trains were 
bound) is under way, and a technical mis- 
take in the installation of the new equip- 
ment seems to have caused the accident. 
The driver of the Basingstoke train stopped 
because a signal was flickering randomly. 
The Bournemouth train (whose driver died 
in the crash) then crashed into the back of 
the Basingstoke train, which strongly sug- 
gests that signals farther down the line were 
not working properly either. Once one train 
had stopped, they should have warned the 
following train to do likewise. 

Inevitably, parallels have been drawn 
with the fire at King's Cross underground 
station a year ago, when 31 people died. 
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King's Cross is the busiest station on the un- 
derground. Above ground, more trains pass 
through Clapham Junction than any other 
on British Rail's network. It is London's 
equivalent of New York's Triboro Bridge; of 
the junction between the San Diego and 
Santa Monica freeways west of Los Angeles; 
of Tokyo's Shinjuku station. lt is not, 
strictly speaking, a junction at all. It is a bot- 
tleneck, where two sets of lines, one from 
Waterloo station and one from Victoria, 
run in parallel before fanning out over 
southern England. Railways have passed 
through there since 1839. Now more than 
2,200 trains a day run through the station. 
The inquiry into the King's Cross un- 
derground disaster uncovered a tale of poor 
management, and insufficient attention to 
certain aspects of passenger safety—all 
against the background of a phenomenal 
growth in passenger demand. The tale of 
Clapham Junction, in some crucial respects, 
will be different. British Rail won plaudits 
for its swift acceptance of responsibility. Far 
from failing to invest in modern equipment, 
it was the very act of replacing old equip- 
ment with new which seems to have been 
the cause of the accident. At current prices, 
investment in Network SouthEast (NsE), the 
division of British Rail concerned, has more 
than doubled in four years, to a scheduled 


£291 m for 1988-89. This vear's investment 
in NSE is more than 46% of British Rail's 
capital budget, up from just 2796 in 1984-85. 

Some questions may, however, be asked 
about the rolling-stock involved. It was a 
version of the Mark | passenger-car first de- 
veloped in the 1940s and manufactured for 
more than 20 years thereafter. In an acci- 
dent like that at Clapham Junction, it has a 
tendency to burst open. More modern car- 
riages might have been merely pushed on to 
their sides—though, since these were 
crowded rush-hour trains, just as many peo- 
ple might have died. 


Danger in the crowd 


It is the crowded trains that provide a link 
with King's Cross. Just as on the under- 
ground, demand for NSE's commuter ser- 
vices has been booming. In 1983 just over 
380,000 commuters entered London by NS 
trains during peak hours. Within the nev 
year, British Rail expects peak demand to 
pass the record level of more than 460,000 
set in 1970. No system can stand that kind 
of growth without stress. On the railway, it 
manifests itself in trains running full-to- 
bursting, and, according to a Monopolies 
and Mergers Commission report on NSE last 
year, in a shortage of staff skilled in signal- 
ling technology. 

Complaints about NsE's service, and 
that of the underground, have dovetailed in 
the past year with complaints about conges- 
tion on London's roads. The miserable 
truth is that the extent of Britain's eco- 
nomic recovery—and the extent to which it 
has been led by “London” trades like finan- 
cial services—was not foreseen by transport 
planners. Peak-hour commuting by all types 
of transport increased by over 1196 between 
1982—when London was hardly empty— 





Commuter nightmare 
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; rdly a week goes by without a 
^ new newspaper series on London's hard- 
. ened arteries; hardly a month without an en- 
~~ gineering group recommending a new set of 
. roads or railways. There are now calls for the 
| terms of reference of the inquiry announced 
: went into the Clapham Junc- 
r to be cast wide enough to come 
: on these big issues. 
oo WE kether it does or not, the Central 
E London Rail Study, commissioned by the 
` Department of Transport this year, and the 
closest thing so far to an examination of 
London’s transport needs, is bound to be af- 
fected by the crash. Leaks have suggested 
-that the study is examining at least one, and 
possibly three, new cross-London rail links. 
"Who will pay for them? The rumour is that 
each of the links has been priced at £1 bil- 






























lion. No oe group is going to invest £3 
. billion without government guarantees. Al- 
most certainly, some of the cost will be ab- 
sorbed by the public sector—which means 









e ground and by NSE. — 
Chere imer nib. Ther rise in demand for 





I {31m of AE ic money in 
987-88; in 1989-90 it is forecast to need 
only £149m. This continuing shrinkage in 
- subsidy is crucial to the plans to privatise 
` British Rail. If Nse can break even, only one 
of British Rail's sectors—the provincial net- 
work—would still be making a loss, and, say 
some, that could continue to receive Trea- 
sury support in private ownership. 
Now this thinking looks distinctly wish- 
. ful. On one view, the congestion of London 





deme 


_-is already driving businesses out of town, 


~~ thus reducing the demand for NsE's services, 
nd hence its revenue. On another view— 
d this, for now, seems the more likely— 
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ministers, died bi the political dos 
tions of the crash, will insist that NSE invests 
heavily in new lines and rolling stock. In 
that case, the date when NSE would be clear 
of subsidy would retreat. Even before 
Clapham lunction, some members of the 
cabinet were said to be uneasy about 
privatising British Rail. They will be a lot 
more uneasy now. 


Patrick Ryan 


NO go 


&YT)EGRETTABLY offensive" was how 

Sir Patrick Mayhew, the British at- 
torney-general, put it. He was describing the 
reasons put forward by Mr John Murray, the 
attorney-general of the Irish Republic, for 
advising his government not to extradite Fa- 
ther Patrick Ryan, wanted for terrorist of- 
fences in Britain. 

Mr Murray found that the British war- 
rants showed a clear intention to prosecute 
based on sufficient evidence for such pros- 
ecution. Under Ireland's 1987 extradition 
law, that would have seemed to justify extra- 
dition. But Mr Murray then said that preju- 
dicial comment on the case in Britain, to- 
gether with widely reported comments on 
Mr Ryan in the House of Commons, made it 
impossible for him to conclude that the 
priest would get a fair trial in Britain. Since, 
said Mr Murray, the extradition law must be 
applied so as to uphold the constitutional 
right of Irish citizens to such a trial, he could 
not recommend extradition. 

The British say furiously that it is com- 
mon for a judge to instruct a jury in a crimi- 
nal case to put out of their mind anything 
that they may have heard about the defen- 
dant, and address only the evidence at the 
trial. Mr Murray 's reasons, they assert, thus 
amount to a denial that British juries can 
consider terrorist cases without bias. 

If that is what Mr Murray meant 


(though he limited his remarks to Mr Ryan’s 
case), it was pretty crass. But the British are 


not blameless. On November 29th the 
prime minister did not dissociate herself— 
as she plainly should have done—from a 
claim by Mr Michael Mates, a Conservative 
member of Parliament, that Mr Ryan was 
one of Ireland's “most wanted terrorists”. 
Too often, British newspapers (widely read 
in Ireland) and television (widely watched 
there) have discussed the Ryan case as if the 
Irish could not speak English. And anyone 
who thinks that the House of Commons has 
discussed the Ryan case with the fastidious 
care that should apply to legal proceedings 
has not been in Westminster in the past two 
weeks. Baying for blood belongs on the 
foxhunt; it has no place in such delicate 
negotiations. 





‘the same period of 1987. 


gain sales. Some have even becot 


unusual enough to bring seasonal chee 


mas presents may just be being delayed ir 
the last week. Retail sales have declined 

























































The economy 


Merry Christmas 
Mr Lawson 


HOPPERS struggling through Br 

} crowded high streets might find it | 
to believe, but retailers think they are i 
a bleak winter. The volume of retail sal 
by half a percentage point in Nox 
taking their growth in the past three 
down to 31/296 at an annual rate, fror 


Many shops are aferin pri 
counts, before the usual post-Christr 


Christmas bargain sales this year, wh 


Mr Nigel Lawson, the chancellor of t 
chequer. His single-track policy of cu 
spending growth through high interes 
may already be starting to work. —— 

. Some are sceptical—and cite tw 
sons for caution. Christmas falls on a $ 
day this year, so many purchases of Ch 


some earlier individual months of 1988, bu 
always bounced back up. Still, that bounc 
was usually ascribed to three factors, each of : 
which now seems to be faltering. : 
e Financial liberalisation has supposed 
made it easier for people to borrow moi 
instead of tightening their belts as inte 
rates temporarily rise. But note that the t 
in consumer credit outstanding in Octob 
at £81 m, was the smallest for two years. Nev 
borrowing rose by almost as much as in Sep 
tember—£3.5 billion—but higher interes 
rates have quite clearly prompted increasec 
repayments of past loans. 
e Higher house prices in south-east Eng 
are supposed to have made people 
wealthier, and thus ready to spend m 
But the Halifax building society calcula 
that house prices in south-east England! 
been flat for the past two months. Som 
tate agents report slow sales of those hou 
which may presage price falls. 
€ Banks and building societies increasi 
change monthly rates of mortgage rep: 
ments once a year, rather than ever 
interest rates move—so about 7096 of 
Halifax's borrowers will not feel the squ 
from this year's higher mortgage rates t 
next April. But that means that much o 
effect of higher interest rates is still to cc 
and prudent Christmas shoppers migh 
anticipating it. They know that annua 
views of some societies’ mortgage paymer 
will start early in the new year. : 
Some ‘of Mr Lawson's critics said tk 
the nine increases in interest rates sin 
spring would check investment, whi 
gently needed before British indust 
the post-1992 European market. 
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A slow spree 


cism is old-fashioned. Industry used to be a 
big borrower, so got squeezed when interest 
rates rose. Today, it is a net creditor: it has 
more assets with floating interest rates than 
it has liabilities. Dear money therefore 
makes it richer—and better able to invest. 

Consumers are in the opposite position. 
Before the rise in rates, they were spending 
happily. In the year to the third quarter of 
1988 imports of consumer goods rose by 
17% in volume terms; exports of them fell 
by 3%. The visible deficit clocked in at a 
record £2.9 billion in October. The deficit 
for November is due to be released just be- 
fore Mr Lawson's City critics leave work for 
their Christmas holiday. To eat turkey, or to 
eat crow! 





Retailing 


Solid glitter 


HATEVER the trend of retail sales, 

there are going to be upheavals in the 
trade. The sacking on December 9th of Mr 
George Davies, the founder and heart of 
Next, the once-zippy fashion-to-mail-order 
firm, may be the first of many. 

Even when spending was rising fast, re- 
tailers’ profits were not. In the richer parts 
of the country, the cost of space has rock- 
eted, and retailers have upgraded their 
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premises’ quality. Nationally, sales have in- 
creased by half in value since 1983; rents 
have more than doubled. 

Rents would have gone even higher had 
retailers not discovered cheap out-of-town 
sites. But in 1990 property will be revalued 
for the new business rate. Out-of-town sites, 
which now have low rateable values, will be- 
come more expensive. Firms which own, 
rather than rent, their freeholds will be 
hurt. 

The boom has shown that few retailers 
are good managers. Many have gone for 
growth in the volume of sales rather than in 
profits. So too much space in stores is now 
chasing too little turnover. The fetish for 
size has provoked some daft mergers like 
Storehouse, the amalgam of British Home 
Stores, Habitat, Mothercare and Richard 
Shops. Fast growth at firms such as Next 
and Underwoods (a chain of high-street 
chemists just bought by Boots, its main ri- 
val) has not been accompanied by modern 
techniques of cost and quantity control. 

Mr Davies, Next's sacked chairman, was 
terrific when he just sold almost-fashionable 
clothes to almost-fashionable people. When 
the group expanded into everything from 
mail order to newsagents, he found it hard 
to delegate. His board fired him, pleading 
differences in management style. 

The same need for good management 
applies to “niche retailing’’—which is what 
the rag trade’s many analysts call what was 
once supposed to be the discovery of the 
1980s: that by putting ties, socks or smells in 
posh shops you can push prices sky-high. 
Shares in Sock Shop have dropped by al- 
most a third in the past ten days. Shares in 
Tie Rack have almost halved their value 
since March. 

Some of their fall reflects general disillu- 
sion with retailing. Mr Richard Hyman, of 
Verdict Research, thinks that retailers 
should now worry more about teamwork 
and management control, much less about 
glamour and personalities. Marks and Spen- 
cer, Boots, Sainsbury's and the John Lewis 
Partnership—whom their best friends 
would never call glamorous— have stayed 
among retailing's firmest successes. 

In Britain, if not in America, the suc- 
cessful shopkeepers now seem to be the ones 
who have grown by expanding their existing 
businesses, rather than by buying new ones. 
Their men in suits may not be as clever at 
marketing and buying as Mr Davies, or as 
sharp at designing space as Sir Terence 
Conran at Storehouse, or as good at per- 
suading people to pay high prices as Mrs 
Anita Roddick of Body Shop— but they do 
each of these things well enough to make a 
turn. Moreover, each of these firms is keen 
on a high quality of service. They want their 
staff (who are formally "partners" at John 
Lewis) to smile rather than scowl. Amaz- 
ingly, shoppers like this. 

The successful firms also use technology 


well. Boots and Sainsbury's now know, 
within a few hours, how much of any given 
line is being bought in a store. That allows 
them to reduce the risk of selling new prod- 
ucts and to cut the cost of stock-keeping. 
Duller than Mr Davies, perhaps; still, if he 
had been as successful for as long as Marks 
and Spencer has, he would not now be in 
danger of being discounted as just one more 
former glitter capitalist. 


University pay 


To market 


ROFESSORS who lecture their first- 

year economics students about market 
forces surely do not imagine that anything 
so vulgar will ever be applied to them. Yes 
that is the direction in which British unive 
sities look like heading. This week's strike 
threat, following a ballot conducted by the 
dons' trade union (the Association of Uni- 
versity Teachers or AUT), will probably ac- 
celerate the process. 

Dons do not do anything so vulgar as 
strike, either. In academic parlance, they 
"withdraw from the examination process”, 
in this case after January 9th. Their univer- 
sity employers (supported by the Depart- 
ment of Education and Science) say this 
would be a breach of contract, though that 
does not mean that universities in turn 
would be so vulgar as actually to sack any 
miscreants. Behind their blether, neither 
dons nor universities have any bargaining 
power with that great vulgarity, the Trea- 
sury. Strikes on campuses damage students 
and universities. The government can hap- 
pily ignore both. 

The dispute has three strands: pay, fi- 
nance and the future place of central “4 
gaining. The AUT piteously points out tha 
its members have been offered no pay rise 
this year and only a hint of 3% or less next. 
The first claim ignores the three-year rise, 
totalling 24%, which dons have received 
since February 1987; their university em- 
ployers say there is no more to be had. The 
grouse about next year is met with more 
sympathy. The universities say they would 
happily pay more than 3% if they could get 
extra cash from the government. In fact, 
they suggest, how about a joint démarche 
with their friends in the AuT to Whitehall to 
plead their case with those that know about 
these things in the Treasury? 

The response to any such plea will be 
dusty. For the government is more inter- 
ested in the third strand, the future of cen- 
tral bargaining. It wants universities to enter 
a new entrepreneurial age where more of 
their cash will come from non-government 
sources, and where they will have to com- 
pete for students and the income that comes 
with them. It has pressed them to introduce 
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tation of disciplinary action. 


yan embassy, the Foreign Of- 


lomatie behaviour. In Febru- 
ary 1985 a tough memoran- 


^ corps, who is also head of the 
Foreign Office protocol de- 
 partment, 
that their immunity in no way 














LEING meu to Londoni is a treat for 
ost foreign diplomats. Yet the city 
an easy one to work in. The diplo- 
atic corps isa much less important part 
f social and political life than in, say, 


"Washington, Bonn or Canberra. Indeed 


diplomats in London often find it hard to 


make contact with those who matter. 
Many embassies are poorly informed and 
ll connected. 


London has 126. diplomatic mis- 


|]. -sions—88 embassies and 38 high commis- 
sions. The size of a mission and the gran- 


deur of its premises seem to bear little 


relation to the size or wealth of the coun- - 
© try concerned (see table). Countries such 
as Japan (62 diplomats), India (59), West 


Germany (46) or Italy (21) seem to man- 
age with modest ay compared to oth- 
ers, such as Egypt (77), Ghana (38), Ma- 
laysia (36) or Jamaica m 

As many as 14,000 people in Britain 
enjoy some form of diplomatic immunity. 
That number includes everybody down to 
embassy chauffeurs. But only the 2,240 
who feature in the prestigious blue “Lon- 
don Diplomatic List", published twice a 
year, are recognísed as full "diplomatic 
agents , and enjoy all diplo- 
matic privileges, including 
freedom from taxation, deten- 
tion and civil suit. 

Since the siege at the Lib- 


fice has taken an increasingly 


firm line on standards of dip- 


dum was issued by the vice- 
marshal of the diplomatic 
telling diplomats 


bsolved them from obeving 
ie aw. . All alleged breaches 





ce and the results reported 
via the Foreign Office to the 
ead of mission, in the expec- 


‘In any serious case where a 
waiver of diplomatic immu- 
nity to permit trial in Britain is 
not granted, the offender will 
be declared persona non 
grata—diplomatic language 
for expulsion. This will qp 

aly apply automatically. i 
cases of violent crime, Rant 
nage and. p trafficking. It 


mbassy business 


assador’s guide to diplomatic life in London 


may also ab to firearm offences (diplo- 
mats are not allowed firearms, even on 
embassy premises, for personal protec- 
tion), drunken driving and theft ——includ- 
ing shoplifting. Even persistent failure to 
pay parking fines may now jeopardise a 
diplomat's acceptability. One result has 
been a 4296 fall in the number of unpaid 
parking tickets between the first halves of 
1987 and 1988. France, the worst of 
fender in the first half of 1987 with 576 
unpaid fines, cut the total to 69; Egypt re- 
placed it at the head of the list, with 368 
fines unpaid at the end of June 1988. . 


Bring me my postillions 

Heads of diplomatic missions are officially 
accredited to the Court of St James, which 
is presided over by a marshal. He is usually 
a retired military officer; at present Lieu- 
tefiant General Sir John Richards, a mem- 
ber of the Queen's household who deals 
with intricate ceremonial matters. At 
court, the high commissioners who repre- 
sent Commonwealth countries get certain 
quaint perks, such as four horses with pos- 
tillions when they drive to the palace to 
present their credentials to the Queen. 












































































Ambassadors get only two horses : an | 
postillions. 

Members of the royal family rarely 
cept invitations to embassies, althoug, 
the Queen gives an annual diplomatic re 
ception in November at Buckingham Pa 
ace. Links with the court are valued. A fev 
years ago the Chinese ambassador post 


poned his departure from London so tha 
he could take leave of the Queen person 
ally when she returned from a lengthy 
overseas tour. And the Queen herself ex- 
acts standards. On one occasion she re- | 
fused a departing ambassador permission . 
to be accompanied by an interpreter on. 
the grounds that he had been in the coun-: 
try quite long enough to lean 
English. 
Since 1947 diplomats- in. 
London have had their own. 
magazine, the Diplomat, 
which is sent free to everyone : 
on the diplomatic list. It is f- 
nanced by advertising: the of- 
ficial and private expenditur 
of the diplomatic i corps Was es- 
timated at £465m in 1987 
The magazine also records so- 
cial functions—and for som 
third-world countries a ph 
graph of a political celebrity. 
an embassy party can help 
persuade those back he 
that pleasure is being co 
bined with business. 
London is still genera 
seen as a plum posting. 
most heads of mission are. 
nior figures, and those a 
lower levels are high flyers. Bu 
many complain that, athoug 
the court does them well, For 
eign Office staff are less atte 
tive, and see socialising as- 
chore. Perhaps the protoco 
department should try harde 
to help the less sophisticated 
missions cultivate Britons. 
work and at home. 
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merit pay. Both Oxford and Cambridge are 
bringing in schemes that will mean (unprec- 
edented horror) dons of equal seniority not 
necessarily earning the same salary. The 
next two steps are obvious: an end to central 
pay-bargaining, and competition between 
universities for dons who can pull in more 
students or private cash. 

The universities' idea of a new pay-bar- 
gaining mechanism is a review body like 
those for doctors and nurses. No thank you, 
ministers will say. The Treasury may not 
want anything like the teachers' advisory 
body either, even though that can be told 
how much money it can spend. Instead, 
ministers would like individual universities 
to pay their staff just what is needed to re- 
cruit and keep them. There might be a body 
to set minimum wages, on the model of the 
engineering employers' federation. But most 
of the job should be left to the market. 

That could change universities enor- 
mously. It could also reverberate around the 
rest of the public sector. Already health au- 
thorities are being urged to move away from 
national pay-bargaining. The government's 
health-service review, if it leads to opted-out 
hospitals, could push this further. Local au- 
thorities are moving in the same direction. 
Private employers, such as banks and retail- 
ers, may take the hint. The days of the na- 
tional wage-bargain (and the union power 
that goes with it) look numbered. 





Fisheries 
It's Scotland's 
haddock now 


NEW North Sea fishing boat— nothing 

special, though it will be packed with 
electronics—can cost £800,000. In a normal 
year, sailing out of Peterhead or Fraserburgh 
in north-east Scotland, it will make maybe 
40 trips of five or six days each. After each 
trip, it will land perhaps £10,000-worth of 
fish, mostly haddock, the rest being mainly 
cod. 

The direct costs of the trip eat up per- 
haps £3,000. Half of the rest goes to the 
crew, all seven men getting equal shares, the 
skipper included. The boat itself gets the 
other half: in round terms, £150,000 a year 
to meet maintenance, depreciation, interest 
charges and the profits of the owner, who is 
probably the skipper himself. 

When times are good, that is plenty— 
provided the owner did not borrow too 
much of the cost and that interest rates are 
low. The fleet has expanded over the past 
four years, with the aid, till last summer, of 
2596 government grants. But interest rates 
today are high, and times next year will be 
awful. The new EEC quota imposes some 
sharp cuts. Britain's 1989 catch of haddock 
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Libels galore | 


ét HEN megastars make friends, 

they make friends with the 
Sun." Thus the title over a newspaper in- 
| terview this week with a British rock star, 
| Mr Elton John. Friends? That was news. 

Only the day before, the Sun—one of Mr 
Rupert Murdoch's five British newspa- 
pers, with a circulation of 4m—had 
agreed, out of court, to pay Mr John a 
record £1m in libel damages for printing 
untruths about his private life. 

By most countries’ standards, libel 
law in Britain is heavily biased against 
the defending newspaper. The law as- 
sumes that what has been written is false 
unless the newspaper can prove it true. 
Most newspapers hurry to out-of-court 
settlements. Over the years, few libel ac- 
tions against newspapers have been suc- 
cessfully defended in court. One recent 
exception was a case brought by Mr Mi- 
chael Meacher, MP, against The Ob- 
server. In America the plaintiff (if a pub- 
lic figure) must prove not just that the 
allegations are false but that they were 
written with “reckless disregard for the 
truth". Few prominent Americans sue 


| 
| erstwhile MP, won £500,000 from the | 
| Star in 1987 after it had accused him ofa | 
liaison with a prostitute. Only four years | 
earlier Mr Billy Bremner, a footballer, | 
took a mere £100,000 off the Sunday | 
People in 1982 after it said he had offered | 
bribes to fix football matches. 

After the Archer case, the number of 
libel suits started escalating, the damages 
awarded sometimes being far beyond 
most people's estimate of the amount of 
suffering inflicted on the victim. Last | 
month Miss Koo Stark, a former 
girlfriend of the Duke of York, was 
awarded £300,000 in compensation for 
an article, again in the Sunday People, 
claiming she secretly went on seeing the ai 
Duke after his marriage. Had Miss Stark — 
really been wounded to the tune of the 
£500,000 she has so far won in this and 
other libel damages? 

Damages are huge because juries, not 
judges, fix them. Whatever they read at 
home, jurors seem increasingly incensed 
by tabloid intrusions into the sex lives of 
the famous. But increased circulations 
can foot a lot of libel bills. The Sun set- 
for libel. tled with Mr John for £1m—and then 


New standards were set when Mr Jef- filled its columns for two days with re- | 


frey Archer, a best-selling novelist and ports of its own generosity. Bingo. | 


otherwise, for the cut and the rather smaller 
cut in the cod quota. The fish, as this year’s 
catch has proved, are not there. If more of 
them are taken, there will be still fewer to be 
caught in the 1990s. That is little comfort to 
the crews of the 600 or so Scottish boats en- 
gaged in this fishery. 

Some boats will turn to other prey, 4 
the Scottish herring fleet turned to Cornis 
mackerel when its own fishery was shut. 
Some, and not necessarily the least efficient, 
will be scrapped. This is an industry of ex- 
tremes, not averages, where a good skipper 
on a good boat can earn his crew twice as 
much as the crew alongside. But the dividing 
line, as in farming, will be between those 
who borrowed heavily and those who did 
not. All the boats that remain can expect a 
modestly higher price for their far smaller 
catches. None, swears Mr John MacGregor, 
the agriculture minister, will be subsidised 
just because there are no fish to catch. 

Does he mean it? It is a hard case to ar- 
gue for a Scottish-born minister who spends 
much of his time and taxpayers! money 
subsidising his land-based clients to pro- 
duce—or not to produce—food. The Scot- 
tish National party thinks it will profit if he 
sticks to his guns. With three seats already in 
Scotland's north-east, the nationalists are 
blazing ferociously away with theirs. 
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As risky as farming 


can, at best, be no higher than 60% of the 
1988 catch of 90,000 tonnes—which itself is 
far below what the old quota was supposed 
to allow. 

There is good reason, though the fisher- 
men’s organisations are noisily pretending 
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1 "oder adt 
ja from New Zealand's 
| - government after disagree- 
| ments with his Labour prime 
| -minister over the pace of eco- 
.| nomic reform. 











Geo Bush named a free- 
trade advocate, Clayton 
aYeutter, as his secretary of. 
agriculture. E. 


Kari Koirome. head of Fin- 


land's biggest publicly quoted. 





company, Nokia, died sud- 


denly at the age of 55. Finnish i 


business n mourns. 





_A boardroom coup ousted 
George Davies from Next, a 
P born-again British retailer. Fel- 
low directors disliked the 
chairman’s autocratic style 
‘more than they admired his 
| se for t fashion. 














debiste his a base sur- 

- plus, British chancellor Nigel 
Lawson announced a reverse 

gilt auction to buy back gov- 

j^ etnment debt. 








| Russia promised to devalue 

|. the rouble by 50% over the 
next two years—as a prelude 
to a freer exchange rate? 


American retail sales rose 
much faster than expected in 
November. Shoppers, it 

seems, are rushing to spend 
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Just four years after it acquired 
- Rolm, an entrepreneurial, fast- 


tax rebates and seasonal p. 
bonuses, 





Santa is tightening his belt in 
Britain. Retail sales fellin ^ 
November, reversing a big 


jump in October, as high in- = | - 


terest rates began to bite. 


Rewired 


growing telecoms-equipmént- 
maker, IBM sold most of it to 
West Germany's stolidly grow- 
ing Siemens. Siemens wants to 
expand in America; IBM wants 
to stem Rolm's losses. 


BP is talking about selling its 
minerals businesses to RTZ. 
Analysts put a price as high as 
$4.5 billion on the deal. 


The European Commission 
announced it would formally 
investigate a joint £1.7 billion 
($3.1 billion) bid for Plessey, 
a British electronics conglom- 
erate, from Siemens and Brit- 
ain’s GEC. 


Franco-ltalian sGs-Thomson 
agreed to buy Inmos, an in- 
novative, but cash-hungry 
chipmaker, from Britain's 
Thorn EMI, which would 
rather support other causes. 


America's AT&T opened an 
office in Tokyo to design in- 
novative components for Japa- 


nese customers. lf you can’t 2 


beat them, sell to them. 


Market forces at play 


Europe's holiday spirits are in- 
creasingly low-alcohol ones. - 


Sales of weak beers are on 








.| cigarette that emits less = 
smoke into the air, and S 
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lions ate 1096 more snails 


past decade rising demand has 


. tale: le the f | 















course to grow by 50% in Brit’ | buy something else. Maybe. 
ain this year and by 30% in | Lonrho? Or Texaco's Cana- 
West Germany. | o7 d dn SENE | 


America’s $ Denna of Ei 
- ergy awarded Bechtel a $1 
lion contract to dispose of m 
clear waste. 


RIR Nabisco. announced anew 





allows smokers to feed their 
habit with fewer complaints. 
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Mrs Fields, an American bis- 
cuit maker, plans to expand ^ 
through a joint venture with 
Midial, a French food group. 


oe T M 


AY Ye XE 
" T p. a» H 













Expensive cities: 
[ Bast ot ing” New: o 




















this year than last, putting - 
them into third place i in Eu- 
rope's snail-consumption 
league table, behind France 
and West Germany. Over the 


helped to double man prices. 
Tokyo took first p place i ina 
survey of the world's most. e 
pensive cities, edging out 
ran and Brazzayi lle. 





Round the world 


Japan saw a hostile takeover. 
Koshin, a group of corporate 
raiders, seized controlof _ 
Kokusai Kogyo, which co con | 
ducts aerial n by. forcing s 
through the election of its” 
own directors and overpower 


ing the board. 


Bottom lines 


Profits leapt at three British’ 
firms. Racal, an electronics - 
| group, saw first-half pre-tax 
rofits jump by 44% to: 
($109m) thanks to g 
1 its xelecommunic zation 






















> father of Kokusais s 
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Hc i 
ay ds a a cordboaid. b 
and women's tights maker, a 
nounced a pre-tax profit i ine 
crease of almost a quarter tó 


£107m ($190m). 


experiencing a boomlet. 


The European Commission 
banned British book pub- 

lishers from setting minimum 
prices on exports to Commu- 
nity countries. | 


Genentech, the biorechnol- 
ogy pacesetter, announced it 
would make a loss this quar- 
ter. Net income for the year is 
expected to be half last year's 
$42.2m. Sales of a much- 
touted heart drug, Activase, 
have slumped. 


An d ae entrepreneur, 
Alan Bond, sold most of his 
31% stake in a British insurer, 
Dewey Warren, to reduce 
debts and, perhaps, prepare to 
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| Sanwa Bank 
is now listed on 
the London Stock Exchange 
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A leader among Japanese financial institutions, 
The Sanwa Bank, Limited has a long history that can 
be traced back to the Konoike Exchange House, whic 
was founded in 1656. 

Today, Sanwa is the world's fifth* largest bank in 
terms of total assets, with a network covering major 
financial centers worldwide. Always in the forefront of 
financial innovation, Sanwa has also ranked consis- d 
tently among the most profitable Japanese banks in 
recent years. 

In Europe, where we have been active for over thirt 
years, Sanwa provides a wide range of financial serv- 
ices to governments, corporations, and individuals. 
We are particularly proud to represent Japanese bank: 
as a Financial Co-ordinator for the Eurotunnel Project 
recognized everywhere as the "Project of the Century" 

With the listing of our shares on the London Intern: 
tional Stock Exchange, our commitment to the impor- 
Sanwa Bank, Tokyo Headquarters, 1988 tant European market is further reinforced. 


The Sanwa Bank, Limited 


Tokyo Headquarters: 1-1, Otemachi l-chome, Chiyoda-ku, Tokyo, Japan Tel (03) 216-3111 
London Branch: Commercial Union Bldg., 1 Undershaft, London EC3A 8LA England Tel (01) 283-5252 
Manchester Representative Office: Ship Canal House, 98 King Street, Manchester M2 4WU, England Tel (061) 835-3088 
Sanwa International Limited: | Undershaft, London EC3A 8BR, England Tel (01) 623-7991 





Issued by The Sanwa Bank. Limited incorporated in Japan and interim authorized by The Securities Association 
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The opening of Japan 


TOKYO 


HE vear 1988 has been one in which the 
doors to Japan's closed market have 
been prised apart. The rise of the yen has 
been the main jemmy but not the only one: 
an urge to liberalise, a consumption boom 
d the willingness of an affluent Japan to 
D. foreign goods have played their parts. 
The clearest symptom has been the change 
all this has wrought upon Japan's distribu- 
tion system. For years it tended to restrict 
imports of consumer goods to big stores in 
big towns, and to keep prices high. Now new 
channels of distribution are opening up to 
circumvent the old barriers. 

Until the 1980s, Japan-as-importer be- 
haved more like a resource-poor developing 
nation than a rich one. It took in raw materi- 
als, processed them and exported the fin- 
ished products. The distribution system for 
imports, dominated by big, well-established 
trading companies was designed to provide 
industry with the raw materials and compo- 
nents it needed and to secure domestic out- 
lets for its production. Further down the 
chain, the distribution system took on the 
additional role of welfare provider, protect- 
ing jobs in a sponge for surplus labour—the 
retail trade. 

The distribution system is having to 
adapt to a different environment. Imports 
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are rising and one kind of import especially. 
As recently as 1985, the year the yen started 
its steep appreciation against the dollar, 
manufactured imports accounted for only 
31% of Japan’s total import bill. This year, 
manufactures should account for around 
half the total. For November, the latest set 
of monthly trade figures, the ratio was 51%. 
An even better measure of Japan's increased 
propensity to import is the ratio of manufac- 
tured imports to domestic manufacturing. 
Mr Munemichi Inoue, an economist at- 
tached to the Marubeni trading house, says 
that this import-penetration ratio, having 
stayed at around 2% between 1960 and 
1985, has risen to 5%; he forecasts that it 
will rise as high as 9-10% by the mid-1990s. 
By any measure, the domestic monopoly of 
consumer goods labelled "Made in Japan” 
has been broken. 

This points to structural economic 
changes within the domestic economy. One 
is a wealth effect. As people accumulate 
more wealth they tend to spend a greater 
proportion of their incomes. And Japan's 
economic miracle has made its inhabitants 
steadily wealthier. Fifteen years ago, the ra- 


tio of financial assets to disposable incomes : 


for Japanese households was less than half 
that of their American counterparts. By 








1986 the ratios were almost the same. Mr 
Yoshihiro Tajima, a professor at Gakushuin 
University, says this wealth effect "plays a 
major supportive role in the currently un- 
folding spending boom’’. Tokyo bears daily 
witness to the splashy consumption of Ja- 
pan's nouveaux riches. 

Mr Inoue refines this argument. He says 
that since last year there has also been a fun- 
damental change in Japanese consumers' 
willingness to buy foreign goods. No longer 
do they turn to imports only for luxury 
goods like Louis Vuitton purses, French im- 
pressionist paintings and the finest Scotch 
(though imports of items like these are 
booming, too, as Japanese consumers seek 
to "grade-up'' their lifestyles as the Japlish 
has it). There is now a willingness to buy 
more humdrum foreign goods. 

This is forcing firms to abandon their 
traditional domestic suppliers of intermedi- 
ate, capital and consumer goods to stay com- — 
petitive. lapanese consumers and producers i 
are learning from experience that, contrary 
to their old belief, a cheaper price no longer 
means a tattier product. 

As the chart shows, imports of East 
Asian and European consumer goods were 
the initial beneficiaries of this new price sen- 
sitivity on the part of consumers. Household 
goods from the region's newly industrial- 
ising countries (NICs) have acquired fad sta- 
tus. Even as self-consciously stylish a depart- 
ment store group as Seibu Saison has 
corners in its shops selling nothing but 
products from the Nics. Inbix is a whole 
chain run on a similar principle. Indepen- 
dent discount chains, such as Jonan Elec- — - 
tronics and Rogers, have increasingly a 
turned to the NICs for supplies. This creates 








Sources of growth 
1985=100 




























“Type of goods 




















* First: thee-quarters at annual rate} 


virtuous circle of price undercutting, forc- 
g Japanese manufacturers to follow suit 
hrough their own tied outlets. 

— This is leading to an expansion of two 
channels that have sprung up to get round 
he existing distribution system. One is par- 
llel imports, in which supplies are obtained 
om a third country independently of the 
ranufacturer's sole agent in Japan. Foreign 
ooze, cats and golf balls are notable exam- 
is of goods that can be bought in Japan 
iore cheaply when they come via the paral- 
| market rather than through orthodox 
hannels. Not surprisingly, t the old method 
of exporting to Japan through sole agents is 
oing out of fashion. 

-  Theother is grey imports, in which Japa- 
e exports are re-imported into Japan to 
ke advantage of the fact that Japanese 


(dy 

























War by another means 


[IEMENS wants to get market share in 

America through its purchase of 
most of Rolm, but why is IBM, the world's 
biggest computer company, selling? 

In 1984, when IBM snapped up Rolm, 


. telecommunications businesses to grow 
|. closer together. After all, telephone ex- 
changes are computers by another name 
. and computer-babble drifts down wires 
just like people-gabble. 

| The most enthusiastic supporter of 
this theory was AT&T. It rushed into the 
| computer business when it was split-up 

in 1984. Enthusiastic too, if largely as a 
| defence against AT&T, was IBM. Everyone 


world’s two largest high-tech companies. 

It never came. AT&T lost a lot of 
money selling computers, while iBM had 
its share of trouble making telecoms 





| everyone expected the computer and 


expected a showdown between the. 





home When, cali ciis ^ year, a discount 
store in Tokyo started selling Matsushita 
cordless telephones that it had re-imported 
from New York for a mere 40% of the To- 
kyo list price available at the manufacturer's 
own shops, Matsushita tried to buy back the 
entire consignment.  Bargain-hunters got 
there first. 

Japanese aub fee are now hght- 
ing back in ways that further entrench im- 
ports. One is through what are called 
"developmental" or, as western manufac- 
turers would call it, original equipment man- 
ufacturer (OEM) imports. Japanese firms de- 
sign products for Japan’ and commission 
production overseas through independent 
OEMs. These companies are often supplied 
with Japanese technology and machines. 
The goods are then re-imported. into lapan 
under the Japanese firm's. name. A forth- 
coming.MITI survey shows that 176 big Japa- 
nese manufacturing companies reckon to in- 
crease their OEM imports by 9.496 to $700m 
in the year to next March. 

—— A second trick is the “reverse import”. 


Reverse imports are the products of overseas | 


subsidiaries that are exported back to Japan. 


The MITI survey says that reverse imports 


will rise 76% to $3.3 billion in the year to 
next March, with a further $500m-worth of 
goods being imported from foreign compa- 
nies in which Japanese firms have taken a 


minority stake. On one estimate 15% of the 


production of Japanese firms' Asian subsid- 
iaries finds its way back to Japan. At first, 
much of this consisted of components and 
other intermediate goods, like integrated 
circuit boards and monochrome monitor 
screens. 

Increasingly the goods are finished 





| 
| 
| 
equipment. Rolm employees have left in | 
droves. The company has been losing | 
some $200m a year and expensive new | 
technology has not brought the com- | 
puter much closer to the telephone. | 
By the end of last year, AT&T was hav- | 
ing third thoughts about its computer | 
strategy. The big corporate reshuffles at. | 
Ma Bell and Italy’s Olivetti, its main part- | 
ner in the business, showed the two drift- | 
ing apart. IBM meanwhile has decided | 
that it can get most benefit from trouble- | 
some Rolm at arm’s length, Its remaining | 
stake in Rolm will allow it to stay in | 
touch with the telecoms market. The sale | 
of the rest to Siemens may help to estab- 
lish a third force in the telecoms market, | 
besides AT&T and Canada’s Northern | 
Telecom. For iBM, the best way of com- | 
peting with AT&T may betoletsomeone | 
else do the work. | 
f 









products. | : 
ing colour televisions fon hee Americar 
plants. Mitsubishi Motors is bringing ir 
Australian-made cars. Honda expects to im- 
port 5,500 Ohio-built Accord Coupes this 
year and plans to import 50,000 cars a year 
from America by 1991. Honda is already the 
fifth biggest importer of foreign cars; its im- 
ports outsell GM and Ford combined ir 
Japan. 

As consumption soars, developtnenta 


and reverse imports, and their forebears 


parallel and grey imports, are creating a vir 
tuous circle of lower prices leading to in. 
creased import demand. The traditional dis 
tribution system—dominated by inefficient 
corner shops—is buckling under the strain 
On December 13th the cabinet agreed thai 
it should be streamlined through more de 
regulation next year. That i is just bowing tc 
the inevitable. 








Telecommunications 


. Ma Bell's new. 
challenger? - 


HE world’s national telecoms champi- 

ons are in a bind. Caught between the 
rising costs of technology and the breaking 
down of national monopoly customers, they 
face the sort of dilemma familiar to car com: 
panies, computer makers and banks aftei 
Big Bang: either offer a full range of service: 
everywhere, or look for niches. In Europe 
home of many such firms, the companie: 
jostle for position. Now one has made its big 
move: Siemens. 

Qver the past few weeks, the West Ger 
man company s plans have at last become 
clear. Siemens has found alliances in Britaj 
and America to help build up its mark d 
share. At the end of last month it teamed ur 
with a British electrics group, GEC, to bic 
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False security 








y. Actually, these 
"ar d help to cause h 


Into ORAN TEE Saa NU CUENTA ^ 


"ANY of those who now lead the 
A world experienced food shortages 
- and hunger nios the second world war. 
~ Asa result, the idea that it is necessary to 
| increase domestic food production in or- 
| der to assure national security has often 
| gone unchallenged. In Sweden and Swit- 
| zerland self-sufficiency in food is an ex- 
plicit aim of national policy; the objective 
| is to safeguard neutrality whatever hap- 
| pens. To avoid dependence on imports, 
i, the Japanese pay eight times the world 
à market price for their rice. 

The food produced round the ord in 
1986 could have provided an adequate 
diet for 6 billion people—1 billion more 
than live on the planet. Instead about 
950m people in developing countries con- 
sume too few calories to support an active 
working life. In other words, they are 
slowly starving to death. Often, do- 
mestic policies that penalise farm- 
ers are to blame. But even when 
developing countries get their poli- 
cies right, their farmers have to 
cope with the results of the rich 
countries’ policy of encouraging 
their own domestic production. To 
do this they discourage i imports and 
guarantee high prices to farmers. 
The resulting surpluses are dumped 
-on the world market, making prices 
more volatile, _ 
In OECD countries such poscis | 









WF national security. But; according to 
oa | recent paper for the € "entre for 


ters, ; a ee are “a 
e s huis i 





rising. rural unemploy- 


ersible harm to the environ- 
Mr Winters argues that present 
| licies aggravate all three risks. 

€ War and embargo: If a war between 
e sij erpowers went nuclear, “then 
one's own food seems a monu- 
irrelevance," 















war might lead to attempts to embargo 
food exports. to a number of countries. 
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ree ways. y Pint. sup- i 
are embargo. Sec. 
po t; farmers might go ^ 


some farming methods. 


says Mr Winters. 
, a more limited, conventional - 





When rich countries’ governments are asked s defend spending more 
than 22e billion a year on farm support, they sometimes plead na- 
tional security policies und 
unger in E poor countries 


ermine their national secu- 





How would this affect national food secu- 
rity? The failure of the 1980 American-led 
embargo of grain exports to Russia in pro- 
test at the invasion of Afghanistan 
showed how hard it is to enforce a food 
embargo. It would be far easier to block 
international trade in oil and chemicals. 
These are essential to the modern meth- 
ods that rich countries use to boost food 
production and hence security. 

è Rural employment: Many countries 
believe it is essential to keep people on the 
land in order to preserve national charac- 
ter. Without subsidies, the economies of 
many rural areas would disintegrate, leav- 
ing their inhabitants to gouge a living 





































The echado is t at. Cage agri i des 


policies are encouraging this trend. In 
America farm closures are at a level not 
seen since the great depression. And with- 
in the European Community 2% of farm- 
ers leave the land each year. The 200,000- 


odd European farmers who will give up 


this year are almost exclusively the small 
operators who are meant to be essential to 
the security of national character. Until 
governments. move from price to income 
supports for farmers, the peasants will 
leave the land in ever greater numbers. 

@ The environment: The fear is that 


without subsidies, farmers would not. 
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lobe to eid below and the cou 
tryside would go to wrack and ruin. But it 
would be far more cost-effective to put 
farmers on a salary to look after the envi- 
ronment than to carry on paying them 
more to produce surpluses. It would also 
discourage the new vield-boosting tech- 
niques that may themselves be harmful to 
the environment. High-vield crops need 
lots of chemical fertiliser and pesticides. —— 
In Indonesia, where 83% of the area - 
planted with rice is sown with high-yield- 
ing varieties, the amount of fertiliser used 
per acre has tripled over the past decade. 
The International Institute for Environ: 
mental Development guesses that in poor 
countries as many as 20,000 people a year 
die from pesticide poisoning and another 
Im suffer acute symptoms. Rich countries 
monitor the use of these chemicals more — 
carefully, but they also use a lot more of — 
them. They too suffer from falling soil fer- 
tility, contaminated water and pests that 
do not die when coated in pesticide. 
If current policies are failing to 
strengthen national security, what should 
governments do instead? The goal should - 
be to ensure reasonable price stability for | 
basic foodstuffs, and to make food sup- jj 
plies secure. The best way to do this 
is to make the world market for 
food more stable. And rich-country 
governments can do that if they 
stop interfering so much with agri- - 
cultural production. 2 
There would be some sufferers if... 
better agricultural policies were- 
adopted by OECD countries. Re- 
duced surpluses in rich countries. 
would mean less food aid and 
higher prices for those developing : 
countries that are food importers. - 
To help them to overcome these. . 
problems, rich countries will need 
to grant more aid—but that would 
be a fraction of the cost of subsid- : 
ing rich farmers. L 
Still not convinced? Those who 
doubt claims that a more open mar- 
ket would increase food security 
should consider this. Mr Winters 
calculates that it would cost Britain far le 
than £10 per person per year to maintain 
a stockpile of food sufficient to cover two 
years' consumption. (The annual cost. in 
taxes and higher prices of Europe's com- 
mon agricultural. policy was nearly £20 
per person in 1984-86.) Such a stockpile 
could be used to intervene in the market 
to restrain prices in bad years, just as the 
Bank of England uses its reserves to steady 
the pound. And it could be raided to help 
feed Africans during famines. But, as lone 
as it were replenished 5 buying in. 
open market, it would leave farm outpi 
undistorted—and national food secu: 
undiminished. | 
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£1.7 billion ($3.1 billion) for GEc's British 


rival, Plessey. Under the plan, Siemens 
would gain 40% of GrT (the telecoms-equip- 
ment maker formed jointly by GEC and 
Plessey in 1987). And, on December 13th 
Siemens anounced that it was buying half of 
the sales part of iBM's loss-making telecoms 
arm, Rolm, and all of the manufacturing 
part. With luck (and some tidy manage- 
ment), the new Siemens might yet challenge 
America's AT&T which, even after its break- 
up, is still the world's biggest maker of 
telecoms equipment. 

Big must grow bigger because of ever-ris- 
ing development costs. Siemens's boss, Mr 
Karlheinz Kaske, claims that the next gen- 
eration of public-telephone exchanges will 
cost around $2 billion to develop. In order 
to repay that investment, companies need to 
sell to about 1596 of the market. Siemens 
now has only about 1096 of the $22 billion- 
or-so world public switching market. 

To make matters worse, Siemens can no 
longer rely on a cosy, profitable relationship 
with West Germany's Bundespost, because 
the EEC is forcing gradual liberalisation in 


telecoms trade. Siemens used to supply al- 
most all the Bundespost's equipment. No 
longer. And its share will fall steadily as 
liberalisation proceeds. Margins will be hit 
as well as volume. The Bundespost now pays 
about $700 for each telephone line installed, 
according to Arthur D. Little, a consultancy 
firm. America's regional telephone oper- 


ators pay around $100. Siemens's DM1 4 bil- 


lion ($8 billion) telecoms business is one of 


its most profitable. The group depends on 
its telecoms division to find a way out. 

The purchase of Rolm is its grand at- 
tempt. IBM bought Rolm for $1.6 billion in 
1984. The new deal will make Siemens the 
world's largest supplier of PBXs (private tele- 
phone exchanges), which account for about 
896 of world telecoms sales, says TRC, an- 
other consultancy. Although growth in PBX 
sales is sluggish now, and will remain so for 
the next few years, there is likely to be a 
spurt of growth in the late 1990s as a new 
generation of equipment is installed. Better 
still, the deal has greatly helped Siemens's 
geographical spread of business. According 
to International Data Corporation, the 





Mr Nokia's bequest 


COPENHAGEN 


NE of the surprises in European 

business in the 1980s has been the 
emergence of Finland as a competitive 
force in European electronics. The vehicle 
has been Nokia, a conglomerate best 
known until the beginning of this decade 
as a manufacturer of tissues, but now Eu- 
rope's leading producer of mobile tele- 
phones and its third largest producer of 
television sets. 

The man who put Finnish electronics 
on the map was Mr Kari Kairamo, Nokia's 
chief executive since 1977. He died on De- 
cember | Ith, at the age of 55. (Some Finn- 
ish commentators say he killed himself, to 
which Nokia has no comment; in Finland 
it is regarded as bad taste to speculate on 
this). 

To the rest of the world, Mr Kairamo 
was Mr Finnish Industry, a respected 
member of the European Round Table 
group of businessmen and many other in- 
ternational committees. His recipe for 
Nokia's growth is likely to become a text- 
book example for big deal-makers in small 
countries. To start with, he created a base 
by bringing together under Nokia's um- 
brella the largest, most technically ad- 
vanced parts of Finland's industry. Then 
he went Nordic, with the acquisition of 
Luxor, a Swedish personal-computer and 
television maker. Then he made acqui- 
sitions which brought him a larger share 

| ofthe European markets for such wares. 


It took an extraordinary dynamo to 
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West German firm has captured 20% of the 
American PBX market at a stroke. 

Yet Siemens cannot simply buy market 
share. If the deals are cleared by govern- 
ments, it will suffer from having competing 
products and a few duplicated distribution 
channels (though Siemens ought to be able 
to make good use of IBM's reputation and 
Rolm's contacts with the American govern- 
ment). Also, if iBM's troubles are anything to 
go by (see box on previous page), Siemens's 
teutonic bureaucracy may not go down well 
with Rolm's laid-back Californian style. If 
Siemens is to turn Rolm's $200m-a-vear loss 
into a profit, deft management will be re- 
quired, something that has not always been 
a Siemens hallmark. 

Even with GPT's share of the large-ex- 
change market Siemens will probably want 
more. Another merger, say with ltaltel, 
would suit Siemens. Were that to happen, 
Siemens, world number two with Plessé 
and Rolm aboard, would be breathing down 
AT&T's neck. It would also be less depen- 
dent than Ma Bell on a single market. 








bring these deals off. Mr Kairamo was 
sometimes called "the threat from the 
East" by the Swedes, who saw chunks of 
their own electronics industry disappear 
into Nokia's maw. More rudely, he was 
called the progenitor of "management by 
blast and damnation.” This did his image 
in hard-swearing Finland no damage at 
all. 

His successor at Nokia, Mr Simo 
Vuorilehto, 58, has a hard act to follow. 





Requiescat Kairamo 
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Mr Kairamo was a dominant personality, 
and he has died while Nokia is still digest- 
ing his last two big acquisitions, Standard 
Elektrik Lorenz, a West German con- 
sumer-electronics manufacturer, and the 
data division of Sweden’s Ericsson In- 
formation Systems. These should swell 
Nokia's turnover by 60% to over 22 bil | 
lion fnnmarks ($5 billion) this year, but 
operating profits in the first eight months | 
of 1988 were down from 8.3% to 4.6% of | 
turnover. Pre-tax profits fell by 40% to 
402m finnmarks—and that included | 
180m finnmarks from the sale of interests 

in a Finnish pulp manufacturer. 
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NEW YORK 


ndustrial muscle. T 


ICAN producers have reduced the 
age.cost of a tonne of steel by 30% 
982. to $480 per tonne—mainly 
through savage job cuts. Simultaneously, 

the weakening dollar has pushed up dollar 
costs abroad. In 1982 American steel cost 


$230 per tonne (or 50%) more than steel 
produced in Japan; today, Japanese steel is - 


the more expensive. British Steel can now 
make steel as cheaply as South Korea and 
Taiwan, at $420 per tonne. But when you 
ke account of shipping costs and customs 
fluties of $70 to $80 per tonne, then at cur- 
rent exchange rates nobody can profitably 
sell steel in America more cheaply than 
American firms themselves (see chart). 

One gainer is USX, America's biggest 
steel maker. It has chopped its workforce by 
three-quarters since 1981, reducing labour 
costs from 42 cents of every dollar of sales to 
20 cents. Plants like Irvin in Pennsylvania, 





which six years ago ran only eight shifts a- 


week, now operate around the clock with 18 
shifts a week. The works at Gary, Indiana on 
Lake Michigan, use only 3.1 man-hours per 
tonne of steel produced—as low as any- 
where in the world. USX expects to more 
than double its exports next year to over Im 
tonnes—its highest since the mid 1970s. 
Despite all this, American steelmakers 
are still clamouring for protection. Since 
- 1984 "voluntary" restraint agreements have 
limited imports to about 2096 of domestic 
onsumption. These restrictions are due to 






ng to keep them alive. A case of companies 
never knowing when to walk away from a 
soft option? No, say America's steel produc- 
- They think their prospects are not as 
“stro ig as they seem. 
i By: international standards, the Ameri- 


Backo on n the bottom _ 


< Total steel costs (landed in United States) 
., Sper tor tonn November 1988 
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= in the early 1980s symbolised the 
Gt ay, American steelmakers have be- 
| owest-cost suppliers to their own market 


“can achievement has not been exceptional. - 


Japan has cut total costs per tonne since 


1982 by rather more in yen terms than 


American steel makers have in dollar terms 
(38% against 33%); in Britain costs have 


fallen by 2196 in sterling terms. [n terms of 
operating costs, as opposed to total costs, 


America is still a high-cost producer. 

Labour costs vary more from country to 
country than any other cost. American 
steelmakers now have one of the most pro- 
ductive labour forces in the world. They 
take an average of only 6.3 man-hours to 
produce a tonne of steel—a whisker below 
the rate in Japan and Western Europe, and 
well below the 8.5 man-hours required in 
South Korea. But America also has the high- 
est paid steel workers in the world, at just 
over $25 an hour, compared with $6 in 
South Korea. So American producers still 
have the highest total labour costs, at $160 a 
tonne compared with $104 in Britain and 
$51 in South Korea. 

This disadvantage is likely to get worse 
in future. In 1989, the steel union's con- 
tracts with several big American producers 
come up for renewal—and workers are 
likely to demand a bigger slice of the indus- 
try's new profits. After making a loss of $12 
billion in the five years to 1986, the six big 
American integrated steel producers look 
set to make a profit of around $2 billion in 
1988 (excluding the special charges which 
LTV, the second biggest producer, has just 
announced. while under Chapter 11 bank- 
ruptcy protection). In the first nine months 
of 1988, the net profit of USX was up 15796 
ona year ago. 

During its recovery, America's disad- 
vantage on labour has been more than offset 
by its edge on capital costs. Unfortunately, 
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An American survivor - 


the main reason for America’s low capit: 
costs is that it has not invested enough 
improve the quality of its steel. 
Over the past few years, Japan and con 
tinental Europe have been relatively slo 
cut jobs; only America and Britain. hav 
sacked workers fast. All European prc 
ers have been able to keep abreast of the lat- 
est technology, thanks to lots of taxpayers: 
money. In America, the picture is the oppo 
site; without direct government subsidies, 
companies have cut investment as well 
jobs. The result is that Japan and contin 
tal Europe have much more room to cut j 
in the short term, while a lot of Americ 
old machinery will incur higher repair and 
maintenance costs. : 
Three-quarters of America's steel TM 
ity will require replacing or radical upgrad- 
ing by the end of the century, compared 
with 45% in Europe and only 15% in Japat 
According to Mr Hans Mueller, of the Mi 
die Tennessee State University, the av 
quality of American steel is now streets be 
hind the quality of steel produced oversea 
Only 6096 of America's output is produ 
by modern continuous casting, compare 
with 9596 in Japan, 8096 in Europe and 
in South Korea and Taiwan. American 
ducers enjoy low capital costs mainly. 
cause they have not spent enough on eq 
ment. B 
Hence the importance of the gr 
number of joint ventures between Ame 
and Japanese steel producers. Japan's 
saki Steel recently announced that ít : 
buy 4096 of Armco, the Gain argest Am 
ican steelmaker. This will be the biggest 
vestment by a Japanese steel compar 
America. Armco will gain access to the 
technology; Kawasaki will gain access to: 
American market. In particular, Japan 
steelmakers have their eye on Japanesé ca 
makers in America, who demand the sam 
high quality of steel as they find back h 
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and Western Europe 


HE starting point for recent research on 
. mergers has been the stockmarket: how 
loes it react to the news of a deal? In the late 
1970s and early 1980s, many British and 
_ American analysts studied the share prices 

f companies involved in takeover bids— 
and concluded that takeovers created 
wealth. — | | 
-"Anarticle in 1983 by Mr Michael Jensen 
and Mr Richard Ruback, in the Journal for 
ancial Economics, summed up 13 sepa- 
rate studies of the prices of shares involved 


eholders of target companies gained an 
erage of 2996 when they sold to bidding 
panies in a tender offer, while those of 


On merger mountain 


: United States ] 


- Mergers and acquisitions completed 
D Value, $bn 
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o mergers work? 


American takeovers. It concluded that. 












Ei nomists have never been able to agree on whether takeovers are a good 
thing. This article reviews current research on the subject, which may 
douse some of the enthusiasm for mergers that is now sweeping America 


EE A TE EE both? 


The timespans covered by the 13 studies 
were usually from a few days before the bid 
announcement to a few days after. None 
looked further than a month before or a 
month after. E 

 Messrs Jensen and Ruback are un- 
abashed believers in the accuracy of stock- 


markets’ valuations of companies. So it was 


disturbing when they noted that several 
studies of bidding firms’ share prices, one 
year after acquisition, showed abnormally 
poor performance. "These post-outcome 
negative abnormal returns’, they 
jargonised, “are unsettling because they are 
inconsistent with market efficiency and sug- 


Britain J 


industrial and commercial companies acquired 25 
[ — Value, £bn 


Number, '000 
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gest that changes in stock price during take- 
overs overestimate the future efficiency, 
gains from mergers." 

Recent research has returned to this o 
servation. In an article to be published next 
year, Mr Julian Franks and Mr Robert Har- 
ris look at share-price data for 1,800 British 
acquisitions from 1955-85, Their conclu- 
sions echo those of Messrs Jensen and 
Ruback for the Ámerican market. Over a 
period starting four months before news ofa 
bid first appears, and ending two months af- 





ter that date, they found that shareholders 


of target companies gained an average of 
30%, and those of bidders gained 7% 
(weighted for size, the gains were 2696 and 
2.596). The implication, if the stockmarket 
values companies efficiently, is that mergers 
create wealth, in the short term. 

But then Messrs Franks and Harris look 
at bidders' share prices two years after take- 
overs. The share príces of British bidders 
had underperformed by 1396 compared 
with their growth in the pre-merger period. 
However, when compared with the perfor: 
mance of the rest of the market, the bidder. 
show a 496 gain. Note that the share prices 
of bidding companies perform abnormally 
well in the period before an acquisition. The 
implication is that companies are inspired to 
use the acquiring-power granted to them by 
a period of above-average strength in their 
share price. -< 

This theory gains support from another 
new article, written by Messrs Franks and 
Harris together with Mr Colin Mayer, and 
included in "Corporate Takeovers: Causes 








and Consequences", edited by Mr Alan Au- 


erbach. The authors look at 2,500 acqui- 
sitions in Britain and America between 
1955 and.1985, and pick out those that were 
paid for with cash only or equity only. 

- Their results show that, inthe month of 
the acquisition, British bidders’ sharehold- 
ers neither gain nor lose, whether their com- 
panies use cash or equity. But shareholders 
of American firms using cash bids make 2% 





2.8 | oo |. gains, while those of equity bidders suffer 
IR Fitét ten mosihs at annual rate + First ning months atannual rate — | i 


k 1% losses. After two years, the perfor- 
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f cash and equ ty bidders differ 
king Cah bidders. in Britain and 
America ee that their shares have appreci- 
ated as fast as they did before the merger. 
But shares of equity ! bidders in America gen- 


erally do-1896 worse than before their bids, 













& Thus D prid 


ny | companies are Sees by ay 
- performance of their share price when they 
| decide how to finance an acquisition. If the 
market values a company’s shares highly, it 


will often suit management to plump for eq- | 


uity finance. Companies with a buoyant 

share price may find it too easy to make eq- 
uity-financed bids. When acquisitive con- 

glomerates are in vogue in the stockmarket, 

ry find it particularly easy to be acquisitive 
Miglomerates. 

A company which bids with TET or 
debt rather than its own paper may be more 
diligent in studying the economics of a pro- 
posed merger. And debt bidders, needing to 
meet fixed costs on borrowings, will have a 






greater incentive to pare costs when they 


take control of companies. 


Post-merger depression 


The unimpressive share-price er of 
many bidding companies several years after 
an acquisition seem to confirm the conclu- 
sions of an earlier generation of academics. 
In the early 1970s, a number of economists 
looked at company accounts and concluded 
‘that merged companies were often either no 
more profitable, or sometimes were less 
profitable, than they would have been had 
the parts remained independent. The prob- 
lem with such studies is that they cannot 
now what would have happened had the 
Erger not taken place. A new book by 
“Messrs David Ravenscrott and Frederic 
Scherer, however, “Mergers, Sell-Offs. and 
Economic. Eficiency” , Manages to avoid 
many of this method's pitfalls. It looks at the 
profitability of particular lines of business 
within firms, rather than that of whole 
companies. 

The authors compare the se auiace 
of bought operating units with control 
groups of similar units that stayed indepen- 
dent. Such a detailed approach is possible 









thanks to information gathered by Ameri- 


British equity bidders under perform by 9% | 








ca’s Federal Trade Commission. From 1974 
to 1977, it asked 471 leading manufacturing 
companies to file income statements and 
balance-sheet data, broken down according 
to 161 categories of manufacturing. The au- 
thors identified the acquisitions that these 
companies had made since 1950. Details of 
6 000. mergers were linked to the commis- 
sion's lines of business records. 

Many of the business units in this sam- 
ple were acquired by conglomerates during 
the takeover boom of the late 1960s and 
early 1970s. Most of them were profitable 
bus acquisition, earning a return (defined 
as operating income over assets), on aver- 
age, of 20%, against 10% for a control group 
of companies. Yet by the period 1975-77, 
most of these acquisitions, which had been 
made an average of eight to nine years ear- 


lier, were proving disappointments. 


On those mergers for which accounts 
were pooled, profitability was barely above 
control-group levels, and it was much worse 
than it had been before the merger. Units 
acquired through acquisition see 


were by 1975-77 yielding a measly 9.8%, 


compared to a norm of 13.7% for unmerged 
units. (The use of acquisition accounting 
makes performance hard to judge, since it 
sometimes involves revaluations of assets— 
and hence an inevitable decline in return on 
assets, But this accounting factor explains 
only part of the four percentage point short- 
fall in profitability, since alternative mea- 
sures, such as cashflow over sales, produce 
similar results.) 

Gloomy though they are, these results 
are misleadingly optimistic, since they ex- 
clude the roughly one-third of acquired 
business lines that were later sold off—gen- 


erally che most troublesome ones. The aver- 


age divested unit made losses in the year be- 
fore sell-off. 

Searching to explain this pattern of 
poor post-merger performance, Messrs 
Ravenscroft and Scherer carried out fifteen 
detailed case studies. They concluded that 
the biggest problem was a failure by 
acquirers to manage companies as well as 
they had been managed before takeover. 
Conglomerates had the worst record, per- 
haps because their managers knew little 
about the businesses they had bought. New 
managers installed by acquisitive parents 
were often seen as unsympathetic and 


| 1970s Os suffered from massive hubris, 




























































threatening, which harmed morale : 
motivation. : 
The sad tale of Youngstown Sheet. at 
Tube is a parable of how not to manage < 
acquisition. This ailing steel producer 
bought by Lykes, a conglomerate, in 19 
Lykes installed one of its own men asc 
executive, but he tried to run Youngst 
from Lykes' s headquarters in New Orlea 
Tough financial controls starved 
Youngstown of badly-needed capital: Lykes 
refused to finance the modernisation of 
steel plants, yet paid. itself 8096 of Yo 
town's net income in dividends. The c 
squeeze was so tight that the firm could n 
maintain an adequate inventory of spa 
parts to repait its new rolling mills. So r 
breakdowns closed the mills. E: 
By 1974 only two out of 15 senior: 
vid at the steel company remained. O 
tional efficiency nosedived, and Yo 
town reacted to declining steel demand 
losing, in 1977, $224m. Lykes closed. oi 
plant and laid off 5,000 workers. Th 
year Lykes sold itself and Young: 
LTV, another conglomerate. 
"The merger-makers of the 1960 








thors comment. - "Empire building mot? 
were present in many of our. . . cas 
Merger-makers seriously | over-est 
their ability to. integrate, mo ate 
fectively control the „companie 
acquired." Gu 
Messrs Racer and Scherer ha: 
some extrapolations from their data. Th 
estimate that takeovers caused an annual a 
erage loss to America’s manufacturing oi 
put in the period 1975-77 of $2.4-3.3 billion 
The upper estimate assumes that if the. ac 
quired units had stayed single, they wou 
have performed as well as they had done be 
fore merger; the lower one assumes they 
would have grown as fast as a control group. 
of single firms. - 
.How does chis conclusion square with 
the steep tise of targets’ share prices w 
bids are announced, which, according to. 
ficient market theorists, arises because met 
ers create wealth? Messrs. Ravenscroft. 
Scherer doubt that these bid premiums 
based principally on takeovers boosting € 
ciency. They reckon that both empire- 
ing—the desire to win a takeover ba 
whatever the price—and the belief t 
gets are undervalued explains most € 






















as it goes, but it does not go very far. This 
part of the article looks at what more a 
bid prernium can reveal about takeovers. 


Shafting stakeholders | 


r Andrei Shleifer and Mr Lawrence Sum- 
mers offer a more original view of takeovers 
¿in their article “Breach of trust in hostile 
takeovers” (which also appears in “Corpo- 
rate Takeovers: Causes and Consequen- 
ces”). They claim that the bid premiums 
paid for target companies represent redistri- 
butions of the worth of a company, from 
stakeholders to shareholders, as much as 
gains in efficiency. A stakeholder is anyone 
rose welfare is tied up in a company—such | 
a bondholder, an employee, a customer, a 
supplier or a member of its local community. 

= The authors look at a corporation as a 
collection of long-term contracts between 
shareholders and stakeholders, many of 
vhich are "implicit", ie, there but not le- 
















































hard to master a new job because he trusts 
the firm to reward him later. Or a supplier 
may invest in new plant only if it trusts the 
company not to squeeze its margins. 
Shareholders gain from such contracts 
being implicit, as they would find it hard to 
specify exactly what they require of their 
various stakeholders. Implicit contracts en- 
urage a committed and stable workforce. 
hareholders can enjoy such benefits only if 
| their managers are trusted by stakeholders 
. not to renege. | 
^. Bur at some point it may suit sharehold- 
| t$ to breach implicit contracts. They may 
- want to fire elderly workers whose wages ex- 
_ ceed their marginal product—but whose im- 
plicit contracts underpaid them when 
young. Or they may want to lay off workers 
if the web of implicit contracts prevents the 
'ompany from adjusting to technological 
changes or customers' whims. 
5. So it may become a liability for share- 
~~ holders to keep managers who stick to con- 
=. tracts with stakeholders. A hostile takeover 
solves the problem, since new owners can 
scrap implicit contracts. The old sharehold- 
ers àuction the firm and pocket the bid pre- 
fiium, which represents an expected trans- 
fer to shareholders of income released by 
breaches of implicit contracts—ie, through 
sackings or wage-cuts. 
Messrs Shleifer and Summers claim that 
the extraction of wealth from stakeholders 


normally accounts for the bulk 
ttansters. The supposed creation of new 
pesich-through synergies, better manage- 





rr Causes and Consequences.” 
j by Aa Auerbach. Univetity of Chicago Press, 


, Sel LOR and Ena Bitléncy By David 
oft and F.M. Scherer. Brookings Institution. 





gally admitted. Thus an employee will work | 


k of these- 


VAI proved organisar, 





Cash and grab 
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tion—is less important. 
.. Take Mr Carl Icahn’s takeover of Twa 
in 1985, which gave the airline’s sharehold- 


ers a bid premium of about $400m. Mr 


Icahn cut pilots' salaries by 3096, saving the 
airline $100m a year. Machinists agreed to a 
15% cut, saving $50m. Mr Icahn saved a fur- 
ther $60m by replacing 40% of his flight at- 
tendants and cutting their pay by an average 


of $10,000 each. 


Messrs Shleifer and Summers estimate 


that these annual savings of $200m were 


then worth a "present value" of $800m to 
the stockmarket, assuming a 2596 discount 
rate for the airline. Staff, however, received 
TWA shares worth only $200m. So the net 
transfer from staff to shareholders was 


about $600m, or one-and-a-half times the 


bid premium. 

The authors accept that Mr Icahn did 
improve the company's efficiency by sweep- 
ing out poor managers. Perhaps he stopped 
TWA going bust. Their point, however, is 


that transfers from stakeholders led to most 


of the bid premium; indeed, Mr Icahn de- 
clared explicitly that wage cuts were a mo- 
tive for his bid. What the authors define as 
overall eficiency-—in which something is ef- 
ficient only if it helps to increase society's 
total wealth— played a small role. 

The article was written before bond- 





‘holders started to fret that leveraged take- 


overs were shifting their wealth to share- 


holders. Holders of RJ& Nabisco's bonds, for 


instance, watched the value of their securi- 
ties fall by about $1 billion this autumn, 
when rival groups began to bid for the firm. 
Bond prices plummeted because the pros- 
pect of the firm being saddled with huge 
debts hurt its creditworthiness. Those who 


* includes mainly convertibles in the United States, mainly cash piusdor equity in Britain 
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antees from a big customer. Staff may feel 


less commitment to their firm; the quality of - 


their work may suffer, while they may dez. 
mand more pay to compensate them for ME 
security. Managers, meanwhile, may sh? 
away from putting time and effort into long- 
term projects, if they are unlikely to survive 
long enough to reap the rewards. And they 
may arm themselves with increasingly ex- 
plicit contract rights: ten executives re- 






ceived $95m in "golden parachutes" when 


Commercial Credit bought Primerica this 
year. In the long run, the reorganisation of 
the corporation into "more of a spot-market 
system” will erode corporate equity. 

The weakness of this argument is that 
managers who treat stakeholders too kindly 
may also harm their company's profitability. 
And although wage-cuts transfer wealth, 
they may also increase efficiency (at least of 
the company, and possibly of society as a 
whole). Messrs Shleifer and Summers ure 
derplay the importance. of competition: 
companies which fail to slash wages may go 
bankrupt—causing still more social wealth 
to be lost. TWA was in such a mess partly b: 
cause deregulation had MODE com 
tition among airlines. 

They also ignore some of the unmeasur- ; 
able but positive effects of takeovers. For all 
their inefficiencies, hostile bids give manag- - 
ers a signal: there are people out there who: 
will buy your company from under your. 
noses if you run it poorly. Such signals are- 
often a spur to efficiency. But Messrs. 
Shleifer and Summers are right to point out 
that the recent burst of over-bidding rests. 
on more than the promise of created wealth. 







owned the company 's equity, however, ...—.—— 


watched its value rise from s billion be- ^ 
> fore the bids began to $25 billion at the end. 


Messrs Shleifer and Summers go on to 


... claim that a society brimming with hostile 
takeover bids will harm its own efficiency in 


the long run. Stakeholders will become re- 
luctant to enter into implicit contracts. Sup- 
pliers, for instance, may refuse to invest in 
their own businesses without written guar- 
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privileges of Cardmembership; 
there to be enjoyed at any Marco 
Polo International Hotel. 


Marco Polo Intemational Hotels. In Hong Kong - The Hongkong Horel, The Marco Polo, The Prince Hotel. In Smgapore - The Marco Polo 
For reservations please contact the hotels direct: The Hongkong Hotel — Tel (852) 3-676011, Fax (852) 3-7234850, Tix 43838 Ht INHO HX 
The Marco Polo Singapore — Tel (65) 4747141, Fax (65) 4710521, Thx 21476 BEDTEL RS 
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The Battle of Isandhiwana, Charles Fripp, 1885, The National Army Museum. London 





THE ZULUS AND 
ELECTRONIC WARFARE .....:.:: 


under Lord Chelmsford invaded Zululand in southe 
Africa to claim it as Crown property. The campaic 
was expected to be over before the month was out 
But the Zulus proved to be no walkovers. 
Among their many military talents was their us 
of deception. One trick was for an impi (the equivale 
of a division) to condense its formations so the enen 
could not count its regiments. Another was to ha 
small, diversionary groups of soldiers drive herds 
cattle around the countryside, raising dust and dece 
ing the enemy as to the location of the main Zulu forc 











Utilizing such deceptive tactics, the Zulus misled venting him from finding them. Modern battle now, 
helmsford into splitting his army and taking half of more than ever, favors the side with the most effective * ° 
on a wild goose chase to the southeast. electronic technology. 

Meanwhile, from the north, the main Zulu imp! While the Zulus used deception to help them win s- 

: 20.000 attacked the remainder of the English force a battle, that tactic is now interwoven into every aspect, 

elaxed at the base camp at Isandhlwana. The sur- of defense. From the movement and intentions of vast 

rise was complete. The British were massacred. And forces, down to individual encounters between aircraft 
or tanks, electronic deception is decisive. 


helmsford, hearing of the disaster, retreated to Natal. 

The Zulus were applying a timeless principle of But beyond this, electronic technology becomes 
arfare. Deception. A sin in everyday life, in time of decisive on the grand strategic level. For it is part of 
ar a virtue. In the late 20th century it has become the deterrence that compels potential enemies to find 

ways to be friends. 


sential. 
Nowadays, the primary medium of this realm of 
= Lockheed 


Giving shape to imagination 


arfare is electronic. Planes, tanks, ships, helicopters 
Kf have electronic means of finding the enemy or pre- 
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FINANCE 


BCCI stands accused 


WASHINGTON, DC 





UDOLPH ARMBRECHT, an alleged 
money launderer for Colombia's co- 
caine barons, visited the Paris branch of 
Bank of Credit and Commerce Interna- 
sional (BCCI) and offered to supply 325m a 
Bei for laundering—“up to and includ- 
ing $100m of cocaine money." This is just 
one of the astonishing allegations made by 
United States' prosecutors in Tampa, Flor- 
ida, where six former or present staff of BCCI 
appeared at pre-trial hearings. Along with 
the Luxembourg holding company of BCCI 
and two of its subsidiaries, the six in Florida 
(as well as three other BCC! bankers) are ac- 
cused of laundering $14m of drug money. 

With over $20 billion in assets, BCCI is 
reckoned to be one of the world's biggest 
privately owned banks. Its shareholders are 
mainly rich Arabs, and many senior manag- 
ers are Pakistani. The bank has a vast inter- 
national network, including 400 offices in 
13 countries. 

In pre-trial motions, defence lawyers 
have made it clear that they will try to con- 
vince the court that the government's con- 
duct during the investigation constituted 
entrapment. The prosecution, for its part, 
has made some startling claims at pre-trial 
hearings. 
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Among other things, the prosecution 
says that it has tape recordings of the con- 
versations in which some of the defendants 
not only admitted they were dealing with 
drug money, but said they had the approval 
of senior officials of cci. The prosecution 
also alleges that one BCC! banker admitted 
after he was arrested that he knew he had 
been handling drug money. 

The BCCI case is the result of a two-year 
undercover operation begun in 1986 by 
United States Customs. It included officers 
from other law-enforcement agencies—the 
Federal Bureau of Investigation, the Internal 
Revenue Service, the Drug Enforcement 
Administration, and the customs agencies 
of Britain and France. During the investiga- 
tion, undercover agents posed as business- 
men. One man who was duped, according to 
prosecutors, was Mr Gonzalo Mora Jr., a 
Colombian who allegedly laundered money 
for the notorious Medellin Cartel, which is 
said to be responsible for the bulk of the in- 
ternational cocaine trade. 

Mr Mora, it was stated, asked under- 
cover agents to help him launder some of 
the Colombian cartel’s cash. In late 1987 Mr 
Mora allegedly introduced undercover 
agents to a contact at a Panamanian branch 


of BCCI. According to prosecutors, BCCI 
bankers were eager to help. They claimed 
that they could launder the money more ef- 
fectively by using the bank's worldwide facil- 
ities. 

At this point, more sophisticated laun- 
dering techniques were allegedly used. The 
scheme worked as follows, according to 
prosecutors. Cash was collected in various 
cities in the United States and then depos- 
ited at BCCI branches. Bank officials then 
wire-transferred the money to BCCI accounts 
abroad. The funds were used to buy certifi- 
cates of deposit, which then served as collat- 
eral for BCC! loans to the drug traffickers, 
who thus had access to “clean” money. 

In addition to BCCI, other banks were 
used in similar fashion—including about 40 
American banks. (Officials at these other 
banks did not apparently know that they 
were dealing with drug money.) All told, ac- 
cording to prosecutors, about $32m was 
laundered—some $14m of it through the 
BCCI Group. 

When prosecutors felt they had suffi- 
cient evidence, they presented their case to 
grand juries in Tampa, Florida, and other 
cities and obtained indictments against 
more than 80 suspects. Corporate entities in 
the BcCI Group that have been indicted are: 
BCCI Holdings (Luxembourg) SA, the main 
holding company of the group; BCCI SA, also 
based in Luxembourg and the flagship bank 
of the group; and BCC! (Overseas) Ltd, the 
"subholding company" in the Cayman 
Islands. 


Unsealed, unsigned 

All of the scci defendants are accused of 
conspiracy to possess with intent to aid and 
abet others with the distribution of cocaine; 
conspiracy to defraud the United States In- 


ternal Revenue Service; and conspiracy to - 


launder the proceeds of cocaine sales. Ten of 
the BCCI defendants are also accused of 
knowingly laundering about $14m-worth of 
cocaine revenues; the exceptions are Mr 
Iqbal Ashraf, manager of the Los Angeles 
branch of Bcci and former manager of its 
Tampa branch, and BCCI SA. 

When the indictments were unsealed in 
October, United States Customs officials 
described it as one of the most important 
drug money cases ever, because it involved 
high-ranking officers of a major interna- 
tional bank. It was partly because relatively 
senior officials were implicated that the 
bank itself—and not just individual bank- 
ers—was accused of criminal violations. 

According to Mr William von Raab, 
Commissioner of United States Customs: 
"We regarded the [bankers] as sufficiently 
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S attorney was prepared to indict the 







. After the indictments were returned, 
ght of the nine bankers were taken into 
custody in America and Britain. Át present, 
ix are in Florida and two are in Britain. Af- 
ter the arrests, the six defendants in Florida 
appeared before a federal magistrate to ask 
to be released from jail on bond. A series of 

earings was held, at which the defendants’ 
lawyers argued that their clients would not 
flee if released on bond. The prosecution ar- 
gued against release, insisting that there was 
a.considerable “flight risk" because the de- 
fendants faced long prison sentences if con- 
cted. 

After hearing the arguments, the judge 
leased Mr Sibte Hassan, the number-two 
an in the Paris regional office for Europe 
nd French-speaking Africa, and Mr Iqbal 
hraf, manager of the Los Angeles branch 
former manager of the Tampa branch, 
n bond, which consists of property put up 
y the defendants’ families as well as $1m 
om BCCI for each defendant (in the form of 
letter of credit drawn on a Florida bank). 

-For the remaining four defendants in 
rida—Mr Amjad Awan, a Miami-based 
sistant director of the Latin American di- 
on of BCCI until mid-September 1988, 
and former country manager for Panama; 
r Akbar A. Bilgrami, a Miami-based direc- 
r of the Latin American division until 


mid-September 1988; Mr lan Howard, 
























yed Aftab Hussain, an assistant country 
anager for Panama;—a sort of compro- 
ise was worked out. The judge agreed to 
ase the prisoners from jail, but only after 
ey (and BCCI) posted | bond and agreed to a 
nd of "house arrest. 
Under this arrangement, the four defen- 
dants are living in apartments in Tampa, 
earing electronic monitoring devices at- 
ched to their legs and guarded around the 
ock by off-duty policemen. (Of the three 
maining bankers, Mr Asif Baakza, director 
: BCCI's corporate unit in London, is out 
1 bail in Britain and is likely to be tried 
ere; Mr Nazir Chinoy, the Paris-based re- 
gional general manager for Europe and 
'ench-speaking África, is in prison in Brit- 
n awaiting an extradition hearing; and the 
government has not pursued the case 
'ainst Mr Saad Shafi, the country manager 
t the Bahamas). 
In the course of the American bond 
earings, the prosecutor, Mr Mark 
wski, an assistant United States attor- 
v, revealed some of the evidence in the 
government's files. Alleging that the bank- 
s were acting on behalf of the bank, Mr 
ackowski said that the bankers did not ben- 
personally from the transactions. "As 
far as we are able to tell, Your Honour, none 
these defendants. received any personal 


lved in the bn pie d the 


BCCI's country manager for France; and Mr 






























Floating rate deposits? 








































remuneration in connection with any of 
their activities, he said. | 

At one point during the investigation, 
said Mr Jackowski, one of the bankers re- 
jected a payoff from an undercover agent, 
saying, "No, no, no. I don’ t need a bribe. 1 
get paid by the corporation." 

Although the defendants did not profit 
from handling drug money, according to the 
prosecutor, the bank benefited in two ways: 
it received cheap deposits and it used depos- 
its of drug money artificially to inflate (or 
“window-dress” in bankers’ jargon) its bal- 
ance sheet. 


On tape 


Mr Jackowski alleged that—in conversa- 
tions secretly taped by undercover agents— 
BCCI bankers said that higher-level bank of- 
ficials were aware of what was going on. In 
one conversation, an undercover agent was 
told that there was an "inner circle" of bank 
officials who were aware of drug-money ac- 
tivities and, said Mr Jackowski, “had given 
their approval to those activities." One of 
the BCCI defendants went so far as to say 
that they “had the support of the board," 
according to the assistant attorney. 

This was not the only bombshell 
dropped by the prosecution at the bond 
hearings. Mr Jackowski also said that one 
defendant—Mr Ian Howard, BCCI's country 
manager for France—admitted after his ar- 
rest that he knew he had been dealing with 
drug money. The prosecutor claimed that 
Mr Howard “indicated that notwithstand- 
ing his personal distaste with respect to 
drugs, he continued to transact business 
with the undercover agents. . . because he 










interest to. 
BCCI's ielat ons with Doi dicta- 
tor Manuel Antonio Noriega were also men- 
tioned at a pre-trial hearing. The Noriega 
connection had first become public in Octo- 
ber, shortly after the BCC] indictments were 
announced. A United States Senate sub- 
committee revealed that Mr Amjad Awan, 
the bank's former country manager for Pan- 
ama and one of the key BCCI defendants, tes- 
tified secretly to the committee last Septem- 
ber. In his testimony, Mr Awan stated that 
Mr Noriega had maintained an account at 
BCCI but Mr Awan denied that the account 
contained drug money. (Mr Noriega was in- 
dicted early this year on federal drug 
charges). 
At a hearing on Mr Awan’s request to 


be released on bond, Mr Jackowski said that 


Mr Awan had told an undercover agent (in é 


secretly taped conversation) that he did n 


intend to co-operate fully with the Senate 


subcommittee. The banker allegedly said 
. that if he did co-operate, he could "bury" 
the bank and that he himself would be 


"4 buried". 4 





als > quoted the banker 

sanded to destroy bank 
records sought by the Senate subcommit- 
tee—as well as records of the bank’s deal- 
ings with the undercover. operative. When 
Mr Awan’s lawyer responded by insisting 
that Mr Awan had, in fact, co-operated with 
the Senate, Mr Jackowski revealed that the 
Senate subcommittee has asked the Justice 
Department to investigate whether Mr 
Awan committed perjury. 

Not long after the bail hearings ended, 
defence lawyers provided some clues about 
their strategy. In a motion filed earlier this 
month, the defendants asked that the case 
be dismissed on the ground of ‘outrageous 
government conduct.” This is similar to y 
defence of entrapment: the claim that, i 
the words of one lawyer, "officers of the law 
or their agents instigated and incited the ac- 
cused into committing an offence that he 
otherwise had no intention of 
committing...” 

The BCCI motion says that "the govern- 
ment agents sought out the defendants for 
the specific purpose of luring them into 
criminal activity." The motion also says: 
“The offences for which the government 
now seeks to prosecute the defendants were 
manufactured by the government; they were 
conceived and directed every step of the way 
by government agents.” 

The entrapment defence has been used 
successfully by defence lawyers in cases 
brought as the result of undercover opera- 
tions. Witness the trial on drug charges of 
Mr John DeLorean, a motor-car maker; a 
few years ago. The jury concluded that Mr 
DeLorean was the victim of entrapment and 
found him innocent. 















ENGLISH CHINA CLAYS PLC. 





The Chairman reported rea sone up 5 30%, earnings per share up 26% and a recommended dividend per share 
up 21%. He said “The Group is strong, it is soundly managed and w 2 served by its people the world over. On. 
all the present evidence we are embarké on another : year of ina bi O seize every opportunity - 

for improving the quality of our business — for. our customers, our r shareholders, our employees and the 
communities in which we operate.” | | 
















1987 £M PN &M 1385 £M .. 1984£M | 
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INDUSTRIAL MIN ERALS - AGGREGATES - CONCRETE PRODUCTS - HOME BUILDERS 







For further information and a copy of our 1988 Interim Results and the Annual Report, 
a. write to, telex or fax our Chairman, Sir Alan Dalton, English China Clays P.L.C., John Keay House, 
GROUP St. Austell, Cornwall, PL25 4DJ. TELEX 45526 ECCSAUG. FAX (0726) 623019. 

he contents of this statement have been approved for the purposes of Section 57 of the Financial Services Act 1986 by Peat Marwick McLintock who are authorises 


y the Institute of Chartered Accountants in England and Wales to carry on investment business. Past performance is not necessarily an indication of futur 
i rformance. A | 
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Profit before tax +22.9% to | | 





+229% to 












: Bren oil in troubled waters 


It has been a rocky year for the Brent oil market—good news, for now, 
for London' s other oil market, the International Petroleum Exchange 
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2,179 contracts. 
' during OPEC's 
ing; the IPE's pre- 
contract traded less than 
| 1987. 
ear's erratic oil prices (see 
chart) have satis more oilmen to 
hedge their oil cargoes on the IPE. 
But it has prospered mainly at the 
. expense of the informal Brent mar- 
"ket, London's other oil-trading 
“market, on whose prices the IPE par- 
adoxically depends. By the end of 
1988 Brent will have traded some 
$70 billion-worth of oil contracts, 
making it oil's biggest single mar- 
ketplace. But far less than that 
amount of oil changes hands: Brent 
is à "forward" market, primarily 
used, like the IPE, for hedging and 
speculating. Around 15-20 con- 
tracts are written for each of the 40 
or so 500,000-barrel cargoes deliv- 
ered each month—cash, not oil, 
usually changes hands. 

The Brent market has had a 
chequered past. It ran into trouble 
| early in 1986, when plunging oil prices 
caught out.a number of traders: a few 
went bankrupt. Then, in December 1987, 
Transworld Oil, an oil trader, squeezed 
the market by buying all but two of the 
cargoes of Brent oil for January 1988 deliv- 
ery. Spending $450m, Transworld pushed 
- oil prices up $3 a barrel. Its plan backfired 

when oil companies stepped in with more 
oil, leaving Transworld with falling prices 
and no takers. 
|  - [ransworld's ploy scared many traders 
| away from the Brent market. Two years 
ago Japanese sogo shosha (trading houses 
such as C. Itoh and Marubeni) accounted 


l^ fora fifth of all deals done on the market; 


~~ heavy losses cut their share to 9% late this 
| year (see chart). As the Japanese and some 
. oil companies pulled out, American in- 
| vestment banks such as Goldman Sachs 
(which owns J. Aron, a commodity 
trader), Drexel Burnham Lambert and 
Morgan Stanley—collectively known as 
he “Wall Street refiners’’—piled in. 


000 contracts a 
less than six 





Renewed troubles in the Brent market 
could leave even the Americans heading 
for the lifeboats. In October Klóckner & 
Company, one of West Germany's biggest 
trading companies, announced that it had 
made big paper losses in the market. 
Klöckner is thought to have lost around 
$300m and has been bailed out by Deut- 
sche Bank. Worryingly for those traders 
who were dealing with Klockner, writs are 


Shares of deals 





now beginning to fly. 

At about the same time another West 
German company, Marimpex, lost $50m 
or so in a deal involving Iranian oil; a 
string of related defaults was only avoided 


by judicious intervention by the big oil 


companies which dominate the Brent 
market. Their interest was unsurprising: 
at least one oil company had provided 
Marimpex with open credit in the market. 

America's Commodity Futures Trad- 
ing Commission (CFTC) is known to be 
unhappy at Brent's troubles. In early 
1986, Transnor, a Bermuda-based oil 
trading company, sued a number of big oil 
companies alleging that they manipulated 
prices in the market. An early ruling (in 
America) defined the Brent market as an 
American-based futures market. 

Wall Street refiners lost money as a re- 
sult of Klóckner's and Marimpex's diffi- 
culties; some will also be hit by the legal 
shrapnel. Margins have shrunk this year, 
in any case, as more players have chased 
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market will shrink to a small, physical 

























































after business. Oil companies have be- 
come more adept at playing the Brent 
market, too, and are stealing the Wall- 
Street refiners’ business. With less re“ 
ward, the American companies are look- 
ing for less risk—and that, in Europe, | 
means the tightly-regulated IPE. i 

Having spent so much time nurturing — 
the Brent market, the oil companies are © 
unlikely to let it collapse completely, but- 
they are worried. Earlier this year Shell in- © 
troduced tighter contracts into the mar- - 
ket, hoping to prevent defaults spreading 
along a chain of interconnected deals. — 

There is a good chance that the Brent 


market, easily manipulated by the big oil- 
companies. That would be bad- 
news for the iPE's crude-oil futures 
contract, which is entirely cash- 
based (ie, no oil changes hands 
when positions are liquidated) and 
takes its daily oil price from the 
Brent market. This arrangement . 
only works as well as the Brent mar- 
ket: when the informal market is 
squeezed—or when a chain of deals 
breaks—the IPE’s contract price is“ 
distorted too. And if the Brent- 
market shrinks to less than a hand- 
ful of deals each day, how represen 
tative will its prices then be? 
Unlike the Brent market, theiPE 
can accommodate amateur inves- 
tors—indeed, the exchange would ~ 
eventually like to attract more. 
Many of those investors would be 
scared off if the iPE's contract de- 
pended on a shallow, easily manip- ` 
ulated informal market for its daily oil 
price fix. ; 
The simplest way forward would be for | 
the Association of Futures Brokers and 
Dealers (arso), which will regulate al 
Brent-market traders from January 1989 
to toughen the informal market's rules. Its 
first task should be to make the Securitie 
and Investments Board's code of conduc 
legally enforceable, and, perhaps, for the 
SIB to make market manipulation a crir 
nal offence. The AFBD might also cons 
tightening the market's capital-adequac 
provisions, which at present meekly sug 
gest that a participant "should not tak 
on financial commitments which it doe 
not have sufficient financial resources to. 
be able to meet". Klöckner and 
Marimpex clearly breached that guide- | 
line. Only by making the Brent market a- 
safe place to do business will the AFBD` 
avoid tainting the iPE's fledgling con- 
tract—and bringing down the wrath of 
America’s legislators. 4 
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West German banks 


“Gloves off 


West Germany's  sluggish 
banks are stirring at last. Led 
by the biggest, Deutsche Bank, 
they are diversifying at home 
and expanding abroad. One 
reason is defensive. They 
face tougher competition in an over- 
crowded home market where there are 
already 4,600 banks and more (mostly 
foreign, mainly Swiss) are muscling in. 
West German banks are also position- 
ing themselves to snap up the chances 
that they hope will emerge from a sin- 

gle market in European financial ser- 
vices after 1992. 

The most dramatic move so 
far has come from Deutsche. Af- 
ter months of hesitating, it an- 
nounced on December. l4th 
plans to set up its own life insur- 
ance company at the beginning 
of 1989. That will probably push 
other banks into the insurance 
business too. It will certainly put 
Deutsche on a collision course 
with Allianz, West Germany's 
biggest insurance group, which 
has 1496 of the life and 1696 of 
the non-life market. 

Mr Wolfgang Schieren,  Allianz's 
aggressive chief executive, is likely to react 
sharply. Five years ago, when Deutsche set 
up a relatively modest savings scheme with 
life insurance cover, Mr Schieren squawked 
that "a cobbler should stick to his last”. 
Allianz has prospered in the old and over- 
orderly world of German finance, a world in 
which gentlemen bankers and insurers were 
careful not to go poaching on each other's 
estates. 

Such etiquette was bound to end even- 
tually. West Germans now put around 30% 
of their savings into insurance policies, up 
from less than 2096 ten years ago. In 1987 
West German premium income, excluding 
reinsurance, totalled about DM120 billion 
($67 billion). Life insurance made up the 
biggest (43%) and fastest-growing slice of 
that. Small wonder that Deutsche Bank is 
keen to get in on the action. 

How will Allianz hit back? Probably not 
by buying or founding a bank. Allianz’s 
more likely reaction is to forge closer links 
with Deutsche's rivals, such as Dresdner 
Bank, the second biggest. German bank. 
These partner banks would then sell Allianz 
policies via their own outlets; and Allianz 
would give the banks more of its investment 
business, including the chunk which previ- 
ously went to Deutsche. Other West Ger- 
man insurers (assets last year: DM567 bil- 
lion) would then probably follow Allianz—a 
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The leaning towers of Deutsche 


scary prospect even for the mighty Deutsche 
and one reason why it took so long to make 
its plunge. 

Could not Deutsche have settled for co- 
operation with Allianz instead? Maybe, but 
that would have run against the strategy and 
temperament of Mr Alfred Herrhausen, 
Deutsche's ambitious boss. Mr Herrhausen 
became sole "spokesman", in effect chair- 
man of the executive board, earlier this year 
when his co-partner, Mr F. Wilhelm Chris- 
tians, retired. The new man has long been 
the main force behind Deutsche Bank's 
drive to expand and diversify. It was he who 
decided to buy the Banca d'America e 


d'Italia in Italy in 1986, as well as pushing at 
home into mortgage finance, property 
broking, management consultancy and ven- 
ture capital. 

Deutsche's strategy now is to aim for 
control, not just co-operative deals, wher- 
ever it can. Mr Herrhausen wants to see 
Deutsche become the leading player in a 
barrier-free European market. His purpose 

is not just to extend Deutsche's empire, 
but to have controlling stakes which rule 
out the need for messy compromise with 
difficult partners. 

Dresdner Bank does not seem keen 
to follow Deutsche into insurance, but 
it is emulating its bigger rival's drive for 

majority holdings in other financial 
sectors. This month Dresdner an- 
nounced that it is setting up its own 
mortgage finance unit and selling off 
its minority stake in a similar oper 

tion. It is also establishing a T 

agement consultancy for medium- 

sized firms, much on the same 
lines as Deutsche's. 

In contrast, Commerz- 
bank, the smallest of the 
big three German banks, 
pins its hopes mainly on 
joint ventures and minor- 
ity stakes. It has taken a 
1096 holding in Banco His- 
pano Americano of Spain, 
and aims for a similar one 
in Crédit Lyonnais of 
France. Mr Walter Seipp, Commerzbank's 
chief, thinks that West Germans who try to 
gobble up foreign banks with a different his- 
tory and culture are riding for a fall. 

The challenge of the 1992 market and 
the moves by the “big three” are also forc- 
ing merger talk among the country's 12 
Landesbanks, unwieldy institutes co-owned 
by the governments of the regional sta 
and the savings banks. Any proposal 
marriage between any of these requires the 
sorting out of a terrible tangle of regional, 
political and personnel interests. Compared 
with that, Mr Herrhausen's diversification 
problems look simple. 





Interest rates 


Watch that curve 


NEW YORK 


OOMSTERS, bored with the gyrations 

of America's monthly trade numbers, 
can now become mesmerised by the shape of 
the yield curve—the graph which traces 
yields on securities of varying maturity. 
Since late last year yields on 30-year Ameri- 
can Treasury bonds have fallen from 1096 to 
just under 996, while three-month Treasury 
bills have risen from 696 to more than 896, 
narrowing the gap to 70 basis points from 


nearly 400 basis points. This is America's 
flattest yield curve for seven years, and, 
some argue, could signal a recession. 
Investors normally demand higher 
yields on longer maturity securities to com- 
pensate them for the greater risk. But the 
yield curve could soon become inverted—ie, 
short-term rates rise above long-term 
yields—if, as many people expect, the Fed- 
eral Reserve further tightens its monetary 
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on 30-year bondscraditionally a 
good leading indicator of the three- 
onth to 30-year spread. 

That is ominous. Ás the chart 
ows, the yield curve has become flat 
or inverted before each of the past six 
recessions—with an average lead of | 
about six months. And only once in 
the past 35 years has an inversion of 
the curve not been followed by reces- 
sion. That was in 1966 when growth 
slowed without a full-blown 
recession. | : 

What is the link between the 
eld curve and economic activity? 
sually, the curve becomes inverted bee 
ause the Federal Reserve pushes up short- 



















































p in the later stages of the business cycle. 
his is what has happened in Britain, where 
rt-term interest rates are currently about 
xee percentage points higher than the 
eld on long gilts.) Higher interest rates 
en choke off growth. Today, however, the 
nk ahaa the yield curve and the busi- 
ess cycle may be weaker as deregulation has 
ade the economy less sensitive to interest- 
rate movements. 

"The Fed has tightened its monetary pol- 
icy in recent months. Most economists, 
however, do not expect a sharply inverted 
yee curve, because its recent flattening 
partly reflects special factors. First, the Trea- 
sury has been issuing a higher proportion of 
short-term notes in recent months and 
fewer long-term ones. This has raised the rel- 
ative price—and lowered the yield—of 
longer-dated bonds. - 

“A second reason is that investors. have 
een shifting out of í corporate bonds into 
ing«term Treasury securities because of 
rs that the increase in corporate debt 
nked to the flood i leveraged buyouts will 
dermine the quality of corporate bonds. 
d third, there is often upward pressure 
n short-term rates at this time of year when 
mpanies and banks borrow short to tidy 
p their end-of-year balance sheets. 
Thecurrent shape of the yield curve also 
ects investors’ confidence that the Fed 
ill be no soft touch on inflation. The Fed’s 
Open Market Committee met in Washing- 
on on December 13th-14th. Judging by the 
vidence before it, the members are likely to 
ave agreed to tighten the monetary reins 
nd gee up interest rates. | 

While the economic indicators are still 
ing conflicting signals about the strength 
the economy, more of them have been 
hing red in recent weeks, and the econ- 
my still looks too strong for the Fed's lik- 
ig. Employment rose sharply in October, 
ay deals are edging up, and consumers. have 
een shopping. early for Christmas. Retail 
sales rose 1.1% in November—more than 
double the expected rise, uns the increase 
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m interest rates as inflation starts to edge - 





in October was revised up from 0.996 to 
1.6%. Industrial commodity prices have also 
picked up recently, with the closely-watched 
Commodities Research Bureau spot 
industrials index at an all-time high. 

Over recent months the Fed has merely 


Accountancy firms 


Plum puddings 


T LOOKS like being a merry and prosper- 

ous Christmas for the big accountancy 
firms. Ás more traditional financial-services 
firms struggle (or abandon the effort) to be- 
come global financial-services groups, the 
big accountancy firms have almost made it. 
The first to arrive as a true conglomerate 
might be Arthur Andersen or KPMG (the gi- 
ant firm formed by the merger of Peat 
Marwick and KMG), rather than giants like 


Japan's Nomura or America's Citicorp. 


KPMG, the world's biggest auditor, has 
just announced that it raked in total fees of 
$3.9 billion in the year ending September 
1988. Andersen's worldwide income was 


also a fifth higher, at $2.8 billion. Price- 





A^ Recessions | 


_ Saxon bases. 


has not cand to stamp. on the 
brake, fearing that this would send 
the economy into recession. The fall 
in the trade deficit to $8.9 billion in 
October from $9.2 billion in Septem- 
ber came as a relief: Wall Street reck- 
_oned that the Fed would delay raising 
the discount rate until the next bad 
trade figures send the dollar reeling. 
The American economy is now in 
its seventh year of uninterrupted 
growth. So however shapely the yield 
curve, even a Martian could see that 
some kind of slowdown is likely soon. 
In the latest survey of the National 
Association of Business Economists 
4096 of those surveyed expect a recession 
next year and a further 4896 by 1990. That 
may be a perverse reason for expecting the 
boom to continue: in 1986 the same A 






mists predicted that the American econot 
would be in recession by now. 








Waterhouse collected $2.2 billion. Because 
they are partnerships, the accountants 
refuse to reveal how big their pre-tax profits 
are. But KPMG probably "made" around 
$750m (before its partners took their cut). 
The accountants have a better geo- 
graphic spread than most financial-services 
firms. KPMG has offices in 115 countries; 
Citicorp in only 90. Most banks and stock- 
brokers who had "global" ambitions have 
had to settle for making money at home and 
hoping. to break even abroad: 99% of Ja- 
pan's big securities houses’ profits are home- 
grown. But accountants have had more suc- 
cess in expanding away from their Anglo- 
Europe contribured Ha : 
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bi | xome last year—only 
140m k ierica. European fees are 
growing at C259 3 a Poney as fast as 
America's. KPMO's d un and African fees 
grew even faster in 1988, by 28% to $320m. 
These new markets are also more profit- 
able. America’s audit t isoperating on 
razor-thin margins. . /s is just as cut- 
throat. But accoun thin on the 
ground in contine rope and can 
charge much more. al companies 
have hitherto be ite and secre- 
tive than Briti in ones, but 
: and raise capi- 

y are finding that 
refer accounts to 
auditor, rather 























tal in foreign 
investors outside 
be signed by a 
than local two-m atlet 

As they spr geographically, the ac- 
countants are also changing shape. This 
ear Andersen. became the first big accoun- 
y firm to collect more from consulting 
"3 billion) than it did from auditing and 
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British life assurance 
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accounting ($1.10 billion). And n mar- 
gins in consulting are much bigger. 

Management consulting contributed 
$570m of KPMO's total income—less than a 
quarter of its auditing toral—but it is grow- 
ing much faster. And some of the work 
KPMG heaps into "auditing and account- 
ing ', such as advising on takeovers, is closer 
to that of a merchant bank than of an old- 
fashioned accountant. Other new "account- 
ing" products include investment manage- 
ment and venture capital. 

Awkwardly, the accountants’ nine- 
teenth-century partnership structure does 
not fit their role as financial juggernauts. 
Throughout 1988 various American consul- 
tants, bored of having to pool their profits 
with the auditors, have staged revolts. In 
November the most advanced firm, Ander- 
sen, considered splitting off its consultancy 
operation. Instead it “restructured”, giving 
the consultants mo power and money. . 

Andersen’ $2 2,016 partners meet to vote 


Spiking the independents 


HE life assurance industry in Britain 
faces a Big Bang on January | 1990, 
when new rules from the Securities and In- 
vestments Board (siB) will come into effect. 
Like the stockmarket's Big Bang two years 
ago, this coming explosion will transform 
the industry and make consumers pay more. 
SIB has just published a draft version of 
its new rules, which threaten to put out of 
business many independent intermediaries 
who sell life policies. The draft rules say that 
when an independent agent recommends a 
policy, he must explain that he receives a 
mmission from the life office. If asked, he 
st disclose the commission. A direct 
salesman must inform his client that he is a 
paid representative of a particular company. 
In both cases, if the customer accepts a pol- 
icy, the life office must send him within 14 
days a letter. For with-profits policies, the 
letter. must include a ratio of expenses-to- 
premiums (though for the first few years, an 
industry-wide average rather than a com- 
pany-specific ratio will do). For unit-linked 
policies, the letter must include charges-to- 
P remium ratios. 
But on a policy sold by an independent, 
the letter must include the percentage of the 
client s premium income that will go on the 





agent s commission for each year of the pol- - 


icy. No such information is required for pol- 
“icies sold by company representatives. 
Thus a tied salesman has an advantage; 
consumers may think that his policies are 
free of the commission that is apparent on a 
xolicy sold by an independent. That differ- 
js illusory, since the commission or sal- 
received by. the tied lageni ultimately 








comes out of the customer's premiums. 
Why has sip’s chairman, Mr David 
Walker, allowed company representatives to 
slide out of disclosing their remuneration? 
He has two answers, one legal and one prac- 
tical. An independent intermediary is the 
client’s agent, so should disclose what he is 
charging. A tied agent, however, need not, 





since he is working for a company rather 
than the client. And in practice, tied agents 
are paid in so many different ways—such as 
commissions, salaries, bonuses, interest-free 
loans and cars—that it would be impossible 
to define the cost of the sales force in a way 





Risky business you're in, Mr Jones 
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go through. But the culture clash betw 
deal-seeking consultants and relationsh 
driven auditors will remain—just as it d 
between investment bankers and comm 
cial bankers. Senior accountants at othe 
firms fear troubles similar to Andersen's, 

The accountants have been more s 
cessful at giving their non-American par 
ners more power. Andersen’s plan involv 
passing control from its Chicago headqua 
ters to three new regions: Europe, Asia and 
America. In October Price Waterhou: 
reorganised itself, too, and created a Eur 
pean management board. Three out . 
KPMG's six-strong ruling committee com 
from Europe. But KPMG remains committe 
to giving each country considerable auto: 
omy—hardly surprising when it has 5,050 
partners worldwide, each with an equ 
vote. If accountants incorporated and pai 
their staff according to performance, non 
of this manoeuvring would be necessary. ` 
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that would be comparable to the commis- 
sion paid by an independent. 

Mr Walker is probably right to argue 
that forcing more disclosure out of tied 
salesmen would not provide the consumer 
with useful information. There may have. 
been little alternative to the course he has 
adopted, short of abandoning disclosure for 
independents; but the result will be a thin- | 
ning of the independents. He says that "siB's - 
responsibilities for ensuring effective inves- 
tor protection do not enable or entitle it 

. to use regulatory mechanisms to support | 
any particular distribution system if the 
weight of market and other factors point tox 
ward readjustment of the industry." | 

Fewer independents will make it hard. 
for the life offices grouped in the Campaign 
for Independent Financial Advice (CAMIFA) - 
to maintain their market share. So far these 
firms have avoided creating their own sale: 
networks, arguing that the consumer was 
best served by independent advice (and b 
implication, life offices without sales forces 
But sip’ s new rules have created a rift 
CAMIFA's ranks. One of its leading mem 
bers, the Norwich Union, has said it wil 
seek to tie agents. SIB thinks that in the lo 
run these big life offices will need depende 
salesmen as well as independents. —— 

Before siB announced its new ru 
there was already strong pressure on thi 
maining independent agents to tie. For 
maximum commissions that independer 
can receive are currently limited. $ 
LAUTRO's industry-wide commission bands 
There are no limits on the commissions tie 
agents can receive. So insurance companie 
eager to acquire their own sales channels a 
offering independent building. societies. 
to 180% as much as LAUTRO's maxim 
commissions if they will agree to bec 
tied. The new rules will lead to morei si 






















push the commission rates that insurers are 
langling before independents still higher. 
SIB is concerned that this temporary 
|Ssituation—in January 1990, sib's new rules 
- will replace the LAUTRO band, removing the 
- financial incentive for independents to tie— 
may permanently pulverise the independent 
sector. The Halifax, Britain’s biggest build- 
ing society, and several others, are teetering 
towards the surrender of their indepen- 
. dence. Once the market leaders succumb, it 
. Will be hard for the remaining independent 
- ones to stay single and poorer. 

Yet SIB says it is unwilling to act on this 
problem, unless the industry pressures it to 
do something. It is unrealistic for siB to dis- 


insurance business. It should give a lead by 
scrapping the LAUTRO band and introduc- 
ing its own new rules as soon as possible. 
This would relax some of the pressures on 
independents to tie. Life offices lacking sales 
forces would then be able to woo indepen- 
dents to remain so with higher commissions. 

SIB accepts that whenever the LAUTRO 
band goes, market pressures will push com- 
missions paid to independents higher than 


their current levels—perhaps 140% above - 


the LAUTRO band. So insurance's Big Bang, 
like that of the stock exchange, will make 
retail clients pay more for their financial ser- 
vices. But wasn't one of the reasons for hav- 
ing more disclosure that competitive pres- 


tor and will rise in the independent. secte 
because insurance companies, prodded b 
consultants, are obsessed with “controllin 
their own distribution channels.” They wi 
pay their agents as much as they can—wel 
it is the consumer who is ultimately kin 
enough to pay—to ensure that in a fast 
changing environment they can be sure c 
seling their services. Mr Walker. believe 
that in the long run competition will driv 
commissions down again. He is probabl 
right. Most of the big life offices will hav 
their own sales channels and the fad fo 
"buying distribution" at any cost will pass. 
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ECRUITMENT officers for the Brit- 
ish army never miss a trick. Their 
latest campaign aims to lure redundant 
. City whizz-kids from one battlefield to 
another. These brisk decision-takers are 
officer material, thinks the army, saying 
n its advertising come-on, “your experi- 
‘ence in the money markets is most ap- 
propriate.” More than it proved i in the 
City, the 2,750 who have lost their jobs 
since the 1987 crash might reply. 
. Some of the recruits would need to 
reach the rank of field marshal, with an 
annual salary of £85,250 ($156, 000) p lus 
- batman, to come within sniping Eten 
of their City pay-cheques. Wages are the 
single biggest cost of a securities house, 
accounting for 50-6096 of overheads. In 
~ the last bull market and in the run-up to 
~ Big Bang in October 1986, securities 
. firms were throwing money around. 
+ While building up its securities division, 
`. -. Morgan Orenfell's annual overheads spi- 
-talled sixfold, from £60m, from 1983-86. 
| At Smith New Court, the wage bill for its 
223 staff in the financial year to April 
1985 totalled £8m, or £35,900 per em- 
ployee; in 1988 the £47m of wages for its 
-937 staff meant an average of £50,000 
per employee. 2 
The volume of share trading is now 
nly just over half of what it was before 


Black Monday. The back-office staff, 





who were hired during the long bull mar- 
ket, were the first to be fired; they have 
found it hardest to get a new job. Eigh- 
teen months ago, a 20-year-old back-of- 
fice wallah would get a starting salary of 
£15,000 a year. A similar job now (if it 
could be found) would rarely pay much 
more than £8,000 (see table). A school- 
leaver with five 'O' levels, dreaming of 
working his way to the top of a trading 
house, can expect a measly starting salary 
of £5,000-6,000 a year for doing the 
firm's grunt work. - 

Junior salesmen iud iidem are being 
chopped, and their salaries are disap- 
pearing. Eighteen months ago, a 25-year- 

old with one or two years’ experience 
flogging equities—thus with little repute 
among fund managers—would have 
been offered a £40,000 salary, a car and a 
guaranteed bonus. of 25% in his first 
year. Now new jobs for such people are 
rare. Headhunters are advising those out 
of work to try estate agency (annual sal- 
ary: £20,000 plus car). 

In contrast, some big (often Ameri- 
can) securities houses i in London are still 
building up bits of their business, pad-. 
ding out gaps in their. coverage of British | 
stocks and setting up European research - 
departments. So good managers and 

business generators (such as star sales- - 
men and analysts) are still in demand— 


provided they really are stars. 

James Capel, an agency broker, has. 
poached a two-man banking team from q 
Barclays de Zoete Wedd (Bzw); and War- | 
burg Securities has grabbed Bzw's three- 
strong pharmaceuticals team. The start- 
ing salaries of these analysts—upwards of 
£100,000—are near what they could 


have expected at the peak of the bull 


market. But even the sought-after have 
lost some perks. Until recently, a top- 
class salesman in the Citv would invari- 
ably have been offered a guaranteed bo- 
nus of 25% of his £100,000-a-year salary. 
Now, a guaranteed bonus is much rarer, 
and no wonder. At around the time of 
Big Bang, a top salesman would generate 
ten times his salary in commission in- 
come; that ratio has now slumped to six 
Or seven times. 

Many people in the City are starting 
to think more about job security than 
dollops of dosh. Some ex-Morgan Gren- 
fellites have surprised firms trying to re- 
cruit them: they will accept a lower salary 
in return for a three-year guarantee of: 
employment—what army officers would — 
call a three-year commission. — i 
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Calling cancer's Keystone Cops 


EDMONTON, ALBERTA 


ANCER cells are like cat burglars. They 


can sneak anywhere in the body, dis- 
irming its natural alarms and defences as 
:hey go. They probably manage to get away 
vith it either because they look so much like 
thy cells that the immune system ig- 
_ és them, or because they secrete chemi- 
zal messengers that switch the system off. Ei- 






cher way, malignancies, once they have 


started, are free to grow and spread while 
the body's defenders doze. Can the guard- 
ians be woken bv a vaccine? 

Medical researchers have tried before to 
stimulate the immune system and make it 
kill tumours. In the 1980s two of the body's 
own. immune stimulants, interferon and 
interle ukin-2, were produced i in a laboratory 
ind joined the armoury of cancer drugs. But 
although such drugs whipped the immune 
system into à frenzy, they failed to B it 
what the enemy looked like. 

-Some scientists think that vaccines 
ad out of tumours will be just as disap- 
pointing. Sir Walter Bodmer, director of re- 
search at the Imperial Cancer Research 
Fund in London, says they are “witches’ 
brews’. Nobody is sure what is in them or 
how they work. Instead the fund concen- 
rates on vaccines that act against those vi- 
which help to cause cancers. One of its 












teams, led by Dr Lionel Crawford in Cam- 
bridge, will soon begin animal trials of a vac- 


cine for papilloma type 16 (a close relative of 


the virus that causes warts), which is in- 
volved in triggering cervical cancer. If it 
works, a papilloma vaccine could save some 
2,000 lives each year in Britain alone. 

In North America, immunotherapists 
are less shy about venturing into the un- 
known. Dozens of research teams are trying 
to make vaccines that could stimulate an im- 
mune response against tumours themselves. 
The goal is to sensitise white blood cells 
called B-lymphocytes (which produce anti- 
bodies) and T-killer lymphocytes so that 
they recognise and attack cancer cells. 

The & and T-lymphocytes work out 
which celis to kill and which to leave alone 
by recognising the target cells’ regimental 
flags: thousands of complex sugar-coated 
molecules (antigens) dotted over the cells’ 





membranes. That job is not easy. When a 
cell becomes malignant, some of these flags 
change. The first task is to isolate the anti- 
gens that say “tumour” from the ones that 
say "healthy". Otherwise the vaccine could 
cause an auto-immune disease, like arthritis, 
in which the lymphocytes attack what they 
ought to leave alone. So far, though, mos 
investigators have had little trouble with 
auto-immune responses in people. — 

Another problem is that a single tu- 
mour may contain cells with different cancer 
antigens and a useful vaccine will have to get 
the immune system riled up about all of: 
them. Successful inoculations may involve a: 
cocktail of several kinds of vaccines, proba- 
bly backed up by adjuvants—substances. : 
that produce a strong general immune reac- 
tion—which attract lymphocytes to the site 
of the iniection. 

Cancer vaccines can be divided into two 
sorts. Some are made especially for each pa-- 
tient from his own antigens, and are known- 
as autologous vaccines; allogeneic vaccines: 
get their antigens from other patients. Sci- = 
entists who work on autologous vaccines as- = 
sume that the cancers in any two patients” 
will display different antigens, even if the tu- 
mours are otherwise the same. If they are. 
right, every patient will need his own costly, - 
tailor-made dose. But most immunologists 
working in the field are more interested in 
allogeneic vaccines. They think that some 
antigens may be common to many patients’ 
cancers. Finding them is largely a matter of 
trial and error. | 

One of the most advanced autologous’ 
research programs—which is at the stage of 
clinical trials—is being conducted by Dr Mi- 
chael Hanna of Bionetics Research in Rock- 
ville, Maryland. First Dr Hanna takes a sam- 
ple of a patient's tumour and uses enzymes 
to split it into single cells. The cells are ir-- 
radiated so that they cannot reproduce and 
are then injected back into the patient. Over 
five years the recurrence of colon cancer in 
his patients has dropped by 50%. The draw- 
back of the autologous method is that it only 
works well with patients who have sizeable 
tumours to begin with. 

Research into allogeneic vaccines has 
not progressed as far, yet may ultimately 
vield a cheaper and widely applicable treat- 
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ment. Dr Malcolm Mitchell of the Univer- 


sity of Southern California is testing a vac- 


cine made by Ribi ImmunoChem Research 
e. . A 

in Hamilton, Montana. Skin-cancer cells 
from two patients were surgically removed, 
cultured and then puréed in a blender. Over 
half of the volunteers he inoculated with the 
purée showed an immune response; in five 
cases out of seventeen, their tumours shrank 
by 50% or more. Dr Mitchell now plans to 
go back and figure out which part of the 
crushed tumour cells are causing the 
reaction. 

A team in Canada is working on a vac- 
cine that may have even broader applica- 
tions. Dr Michael Lonenecker of Biomira in 
Edmonton, Alberta, is working with an anti- 
gen called Thomsen-Friedenreich which has 
been found on ovarian, breast, colon, uter- 
ine and some lung cancers. In laboratory 
tests, he managed to protect all of his mice 
from breast cancer. 

Biomira's vaccine is the purest around 
at the moment. Rather than separating it 
from tumour cells, the company synthesises 
it from scratch. This may be an advantage 
when the company goes to America's Food 
and Drug Administration for approval. The 
administration usually insists on seeing de- 
tailed chemical profiles of drugs and vac- 
cines for human consumption. 

Barring pitfalls, the first cancer vaccines 
could be on the North American market 
within five years. For the foreseeable future 
they will be used only as a supplementary 
treatment, for patients whose tumours are 
also being treated successfully in more con- 
ventional ways. But some scientists talk 
guardedly about eventually using vaccines as 
prophylactics to awaken the immune sys- 
tems of people who do not yet have can- 
cer—much as childhood shots for mumps 
and polio are used now. 





Gamma rays in space 


Noisy neighbours 


STRONOMERS are loth to allow the 
works of man to dim the glories of 
heaven. They build their telescopes in high 
places to avoid the smog and city lights of 
mundane earth-dwellers, as well as the 
troublingly thick lower layers of the atmo- 
sphere. Better still, they send their instru- 
ments into orbit, beyond the atmosphere 
and its pollution, to gaze at the stars. The 
unobstructed view from orbit allows astron- 
omers to "see" stars and galaxies using types 
of radiation which are invisible from the 
ground. But not all the radiation in orbit 
comes from so far away. Even in space, you 
cannot get away from noisy neighbours. 
Russia uses small nuclear reactors to 
power some of its satellites. This worries 
most people only when one of them falls to 
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earth with its reactor intact—as in 
1978, when Cosmos 954 spread its ra- 
dioactive fuel over part of Canada. 
But orbiting reactors pose problems 
even when they are working. 

Earthbound reactors are shielded 
so that their radiation will do no 
harm. This is unnecessary in orbit; 
there are few passers-by to be hurt 
and any shielding would have to be 
launched from earth, adding to the 
satellite's cost. The unshielded reac- 
tors that power the radar beams with 
which Russia surveys the seas give off 
copious radiation. When one passes 
in front of a satellite designed to look 
for gamma rays it stands out like a 
throbbing sore thumb. 

In addition to gamma rays, the of- 
fending satellites also produce minis- 
cule amounts of anti-matter. When 
the gamma rays pass out of the satel- 
lite they can produce a pair of parti- 
cles—an electron and an anti-elec- 
tron (or positron). These particles 
can get trapped in parts of the earth’s mag- 
netic field. When a satellite passes through 
such a region, the positrons will hit it and 
vanish in a puff of yet more gamma rays. 

This effect was seen in 1980 by scientists 
working on an experiment to detect gamma 
rays, conducted aboard NASA’s Solar Maxi- 
mum satellite. At first the extra gamma rays 
were inexplicable and therefore exciting. 
Their energy gave away the fact that they 
came from the annihilation of positrons. 
Was there far more anti-matter in the uni- 
verse than expected? Perhaps aliens (or anti- 
aliens) were sending signals. After a fort- 
night or so, it became clear that the gamma- 
rays came from somewhere in orbit. 
Investigators working on the experiment at 
the University of New Hampshire, and else- 
where, soon realised that Russian reconnais- 
sance satellites were the prime culprits. 
When they speculated on this, they were 
told (they do not say by whom) that it was 
better not to talk about it. 

The secrecy continued until this No- 
vember, when a group that campaigns 
against nuclear reactors in space, the Com- 
mittee to Close the Gap, based in Los Ange- 
les, published an unclassifed NASA memo 
on the subject. Why was the matter consid- 
ered confidential until this year? Russia's 
nuclear-powered satellites were common 
knowledge, not only in Canada. 

Some of those who were asked not to 
talk chought that there might be American 
reactors up there too. This is fairly fre- 
quently rumoured, but always denied and 
remains unsubstantiated, despite the efforts 
of prying researchers. The fact that gamma- 
ray disturbance has increased over the past 
two years, during which there have been few 
American launches, makes that look even 
less likely. The scientists involved still do 
not know why their data was hushed up. 
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Other parts of the spectrum can be sen- 
sitive too. Consider the international IRAS 
satellite, which was launched in 1983 to sur- 
vey the sky in the infra-red wavelengths. 
Military satellites—as well as galaxies, new 
born stars and the like—glow in the infra 
red part of the spectrum. There was an un: 
successful attempt in America to remove the 
traces of satellites from IRAS's raw data be 
fore it was passed around. 

The experiment that was worst hit by 
intruding gamma rays was one on a Japanese 
satellite called Ginga, which was supposed 
to record bursts of gamma rays that are pro- 
duced naturally. It was designed to wake ug 
whenever it saw a burst of them, record the 
information, then tell its controllers what it 
had seen, Unfortunately, it saw plenty ol 
gamma rays from the Russian satellites 
told its masters about them in great d 
While it was doing this it was unable tc 
record the natural bursts it was supposed tc 
be looking for. 

The experiment on Ginga was run by 
scientists at the Los Alamos National Lab 
oratory, where plenty of classified work goe: 
on. It was a team from Los Alamos that firs’ 
discovered natural gamma-ray bursts with < 
set of satellites called Vela. Ironically, they 
were spy satellites designed to detect the 
gamma rays from nuclear-weapon tests ir 
the atmosphere. In this instance, it was the 
natural gamma rays which were the un 
wanted interference. 

Although those working on the Gingc 
project had heard tell of the Russian gamm: 
rays—experimenters will talk to each other 
no matter what—they did not anticipate tht 
extent of the problem.Others in the sam 
laboratory, working on defence matters 
may have been better briefed. Still, the Lo: 
Alamos group may yet use the gamma ray 
to some effect. The way in which the posi 
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N ever has it been more vital to look behind the news 
for the profit implications. 


. Our experience shows that up to half of an interna- 
tional company's profitability is determined by external 
factors beyond its direct control. 


Our mission at Business International is to give you 
the information, advice and contacts your company 
needs to stay ahead of events. 


Business International's specialists, located in 75 
countries, provide decision support on markets 
worldwide. For example, we have the in-depth, practical 
knowledge of the Eastern bloc economies you need to 
convert ‘perestroika’ into profitable business. 


Major companies, governments and international 
agencies consult Business International to help keep 
themselves informed and competitive. 


To find out what we can do for you, please contact us 
at any of the addresses below: 


Business 
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* magnetic Feld 2 the panicles in it. Mak. 
* ing a set-back into an experiment in its own 
right is a trick that many scientists have 
turned to their profit. 
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Quick-thinking computers 


It only it weren T 
for ifs 


AY For the past decade, the speed of 
desktop computers has quadrupled every 
three years or so. Today's speedsters owe 
much to two tricks borrowed from room- 
ized machines, then refined for the mass 
market. The first, called pipelining, lets 
microprocessors do in the twinkling of an 
ye calculations that used to. take several 


aching", lets computers’ memories. keep 
ace with their faster number-crunchers. 
ogether, these technologies promise still 
faster computers to come. 

Computers synchronise their opera- 
ions to the ticking of an internal clock. So 
there are two ways to speed them up: get 
more done at each tick or make the clock 
tick faster. With cleverer circuitry, each new 
generation of mass-market microprocessors 
manages to shave a few ticks off, for exam- 
: ple, multiplying two numbers. 

: ore dramatic acceleration has been 
E aiae by cranking up the clock. Today's 
est IBM-compatible computers tick five 
imes faster than the original IBM PC (born in 
980). The designers of "reduced instruc- 
on-set computers” argue that tomorrow's 
faster machines will do less at each tick than 
today's machines, but that they will more 
than compensate by ticking faster. 

. Pipelines are crucial to quicker tickers. 
he idea is simple. Instead of trying to fetch 
an instruction from memory, decode it and 
xecute it all in one go, pipelines break the 
job down into steps. Then they do the steps 
simultaneously: as one instruction is being 
executed, its successor is being decoded, and 
so on. This progression of instructions, 
marching towards execution by the central 
processor, is called a pipeline. 

- The snag with pipelines is that the in- 
structions have to be in sequence. Although 
ost are, difficulties can begin with state- 
ents of the form "If salary is less than 
$100,000, do A; otherwise do B". A ma- 
chine that is executing the instruction 
“which compares salary to $100,000 is faced 
- With a dilemma: should it simultaneously be 
decoding the instructions for A or for B? 

If the pipeline is filled with the wrong 
instructions, the computer will have to refill 
-it with the right ones, then wait while they 
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OMPUTER brains whirr ever: o 


twinklings. The second, called "memory- 


-efhcient than prediction. 


id NT the abe m quran 2. po- 
tentially troublesome if-statements and a va- 
riety of other things. Studies suggest that 
false starts can slow down pipelined comput- 


-ers to about two-thirds of the speed they 
' could, in theory, attain if all the instructions 
were laid out neatly in a row. Only by getting 
 Cleverer can pipelines live up to their 


promise. 


Researchers and computer designers a are 


experimenting with several ways to improve 


the flow through pipelines. They have been 


surveyed by Mr David Lilja of the University 


of Illinois in a recent issue of the Institute of © 


Electrical and Electronic Engineer’s journal, 
Computer. The main approaches include: 
€ Prediction. It is often surprisingly easy to 


predict the course of a computation—in. 
part because computers spend much of their 
time in loops of reasoning, such as “If you 


have not run-out of employees, add the next 
salary to the running total; otherwise, show 
the total". 
lets the chip decide that the “keep-adding”’ 
part of this loop is the odds-on favourite to 
load into the pipeline next. One commonly 
used rule is to keep fetching one of the 
two alternatives until the chip is wrong 
twice in a row, then switch to the other 
one. Somewhat surprisingly, even such 
elementary rules of prediction can 
achieve accuracies from 8096 up to 
96%. Mitsubishi is building a predic- 
tive pipeline into the chip it is design- 
ing for lapan's TRON advanced-com- 
puter project. 

@ Early resolution. At California's 
Tandem, computer designers argue 
that there is no point in trying to pre- 
dict the course of an if-statement if one 
can calculate the real result just as 
quickly. Tandem's VLX computer uses 
special hardware to pick off the state- 
ments that determine which branch of 
an if-statement to take before they en- 
ter the pipeline. By performing this 
test immediately, the computer elimi- 
nates the need to guess which branch 
o load into the pipeline. Unfortu- 
nately, it is not always possible to 
get such advance notice be- 
cause instructions already in 
the pipeline might alter the 
outcome of the test at the last - 
minute. In practice, early 
resolution is not much more 


@ Delayed branch. Rather 
than wait for the pipeline to refill if 
you have guessed wrong about which 
branch an if-statement will take, why 
not put the processing time to good 
use? So-called “delayed branches" exe- 
cute a certain number of instructions 
after each "if" regardless of which 
branch to take. The key is software d | 


Some fairly rudimentaty logic | 


so that those instructions do useful v wo 
Unfortunately, although such rewrites ; 
theoretically possible, such cleverness is 
fact hard to come by. 

@ Branch target buffer. Each time instr 


‘tions are fetched—whether they are t 


right or the wrong ones—they are tempor 


| ily placed in a sort of purgatory, from whe 


they can be slipped into the pipeline mu 
more quickly than if they were still living 


the main memory. So the penalty for a st 
sequent wrong choice in loading the pij 
line is lessened. iBM, Cray and Mitsubishi 


use this. 

.. Computer designers still argue heater 
about the relative merits of these tec 
niques, but they have already put them 


good use. The big snag, however, is that 
day's speediest chips can calculate mu 
. faster than memory chips can supply th 
~ with numbers to crunch. The obvious 


tion—to replace slow, “dynamic random- 
cess memory’ . (DRAM) with faster “‘sta 
random access memory'' (SRAM)—is too « 
pensive. Here, too, designers need to 
cleverer in order to become quicker. 





























To overcome the inherent slowness 
DRAMS, designers turn to small "caches" 


.SRAM—which is two and one-half to thr 


times faster than DRAM, as well 
several times more expensiv 
Even very fast microprocesso 
can get data out of these SRA? 
without waiting. The trick, ho 
ever, is in figuring out what da 
to put in there, and when. One a 
proach is simply to fetch a who 


region of memory each time a specific ne 


piece of data is requested from DRAM— 
the hope that the next bit of data to ! 
needed will be near the first. But others a 
developing more elaborate techniques f 
predicting what data will be needed whe 
From their efforts, tomorrow's speedste 
will evolve. 



















Indomitable Irishry 


MODERN IRELAND 1600-1972. By R.F. Foster. Allen Lane; 688 pages; £18.95. Viking 


Penguin; $35 
N AVERAGE narrative rate of 150 


pages a century leaves little room for 
finesse, least of all in a history that pays as 
much attention to arts, crafts and cultiva- 
tion as to rebellions and constitutions. Mr 
ster, a rare detribalised Irishman, gallops 
tough his story. This is an advantage. The 
potted footnote biographies are models of 
clarity and concision, the arguments well 
grounded in the ample literature and the 
sparse available statistics. 

Like the. best narrative histories, this 

one is as much argumentative as expository. 
The author is asking a question whose 
unfound, perhaps unfindable, answer is at 
“th heart of the island’s troubles. What is an 
aman? First, of course, he is a non-Eng- 
; an. Subjecthood imposes such nega- 
tives; Basques and Estonians too may aspire 
. to fascinate in their an right, but they in- 
` trigue outsiders mainly by being non-Span- 
-dards and non-Russians. Big nations are 
¿known facts, small ethnicities private con- 
 Cepts—and hard ones to grasp by those who 
„do not belong to them. 












The lrish have three problems with. 


„their own identity. First, that negativeness 
- of it, imposed by political subjection; this 
Ok covers ch the Engl half of the eight ce cen- 








asserting itself in. bits of ds next- ito i is- 
land. Second, about a quarter of their island 
was a colony of settlement in which the indi 
genes, reduced to a minority, are now coti- 
fined within a. boundary chosen to keep 
them so. Third, their nationality is inex- 
tricably muddled up with the kind of reli- 
gion the big European cultures are learning 
to. do without. If Ireland's. identity—like, 
say, Poland's—is indeed defined by its peo- 
ple's Roman Catholic faith, then about a 
third of the island's people have reason to 
cling on to a rival, British nationality. . 
The poet Spenser was granted his EUN 
estates in Ireland before there had been any 
serious attempt to Protestantise the natives. 
When they chased him off in 1598 he laid 
the blame on their perverse nature: 
they fly the English, and most hatefully 
han them, for two causes: first, because they 
have ever been brought up licentiously, and to 
live as each one listeth; secondly, because they 
naturally hate the English, so that their fash- 
ions they also hate. 
Barnaby Rich, in 1610, chose a simpler ex- 
planation. Outside agitators were to blame: 
It is popery that hath set afoot so many rebel- 
- lions in ireland, that hath ruined that whole 


realm and made it subject to the oppression of 
thieves, robbers, spoilers, murderers, rebels 














to the Irish Free State's educational system, 


` them. They suffered, in particular, a famin 








and traitors. 


Thackeray, in 1842, was more open-min 
about a country where, he said, iT 
there are two truths, the Catholic truth and the 
Protestant truth. 5d 
The argument continues, and people a 
still dying for it. Intelligent English pe 
persist, like Rich, in looking for "outsi 
itators” upon whom to lay the blame foi 
surrection; they seize gratefully upon th 
leged oe of irrelevant figures 
Colonel Qaddafi, or eccentric ones like 
liberation theologist Father Patrick R 
The would-be-modern revolutionaries w 
purport to speak for the Irish cause try: 
explain their m in terms of Mar 
ian social forces and class distinctions th 
point out, accurately but irrelevantly th 
the nationalist tradition was largely inv 
ed by the gentlemanly and mainly Pr 
tant United Irishmen who came to bad en 
in 1798. 
Yet when the island came to be disi ded 
both parts promptly organised themselve 
on sectarian lines. The people who gave life 









































































in 1921, had reason to be confident that. 
their government would respect 3 
. the: great fundamental principle that the. 

only satisfactory system of education for Cath 
lics is one wherein Catholic children are taugh 

in Catholic schools by Catholic teachers unde 
Catholic control. P 
In Northern Ireland, in 1934, the ministes: 
of home affairs refused to use his office tele- 
phone because a Roman Catholic switch : 
board operator had been appointed. 
Irish people of good will, north ani 
south and in the diaspora, seek to apply 
their country's wounds the balm of rea 
end job discrimination, emphasise hi 
living standards, be ecumenical, share 
er. But reason does not work, because ti 
has implanted its antidote deep i in the mem 
ory of the Irish. History has been hard o: 


whose impact was unparalleled in hu 
history until parts of Africa began recer 
to emulate them. Their diaspora is m 
ous and powerful, but at home they 
failure, living beyond their means on th 
neighbours' subsidies. 
They cherish their divisions, ‘Keir 
vate quarrels; without them they woul 
just like everybody else, only poorer. 1 
key to their identity must be sought not i 
the clear lines of historical descent and cat 
sation, but in the labyrinth of poetry. M 
Foster is working on the authorised biog 
phy of W.B. Yeats. That is someth 
look forward to. 3 









































:PROTECTIONISM. By Jagdish Bhagwati. MIT 
` Press; 147 pages; £12.95 and $16.95 
Trape Pouey in A CHANGING WORLD 
Economy. By Robert Baldwin. Harvester 
Wheatsheaf; 273 pages; £45. University of 
| Chicago Press; $79 


HE world’s trade ministers met last 
week in Montreal, marking the half-way 
-stage of the current round of GATT talks. 
The meeting was a flop. A long-running 
quarrel between America and Europe over 
farm trade was left unresolved; the row has 
all but halted progress toward liberalisation 
n other areas. Most economists still see the 
ATT as the best hope for liberal trade. They 
agree, too, on the benefits that free trade 
vould bring. Yet GATT-fatigue had clearly 
set in even before Montreal. Increasingly, 
-talk of multilateral trade reform is dismissed 
„as Utopian, and the GATT is seen as a dis- 
-traction from the serious business of signing 
. trade-distorting country-by-country deals. 
- .. Why does the cause of free trade have so 
- little political momentum? The familiar an- 
swer is that the benefits of international 
"competition are thinly spread, while the 


| Suspicion of jollity 


HOCKINGLY unseasonable, some 
2 readers may protest. How can the fes- 
: “tive spirit accommodate murder and may- 
hem? In CRIME AT CHRISTMAS*, a selec- 
- tion of 18 short stories edited by Jack 
Adrian, three of the corpses, and even 
one of the sleuths, are rigged out in Santa 
.. Claus robes and whiskers. A Christmas 
> tree and a pudding, Marley's ghost and 
* mistletoe are featured too. Surely Mr Pick- 
wick would not have tolerated bloodstains 
- and fingerprints at Dingley Dell? 

Yet the links between Christmas and 
crime fiction were forged a full century 


.. Holmes's momentous introduction to Dr 
.. Watson (“You have been in Afghanistan, 
| | perceive") was first recorded in the 1887 
~ edition of "Beeton's Christmas Annual". 
© As its title, "A Study in Scarlet", indi- 
. cated, that first Holmes story was rich in 

gore (although some of it was from a mere 
 nose-bleed); but this did not prevent a 
“republication in the Windsor Magazine's 
-1895 Christmas number. Later, in “The 
Blue Carbuncle”, Conan Doyle showed 
. that Holmes Could Sir ifta thoroughly jo- 
. vial mystery—no corpses, not even an ar- 
|. rest, just a comic tale of a stolen jewel 
found inside a Christmas goose. 
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ago, and forged in pure gold. Sherlock 


“costs are concentrated on the industries ex- 
posed to it. The victims of competition 


therefore shout louder than the beneficia- 
ries, But this can only be right because, in 
fact, the intellectual argument for free trade 
has not been won. If it had, demands for 
protection would come with price tags. Con- 
sumers would shout, and how, if only they 
saw that helping farmers to produce moun- 
tains of unwanted food cost everybody hun- 
dreds of pounds or dollars a year. 

The root of the problem is that the case 
for free trade, though widely accepted, is not 
widely believed. It takes a bit of economics 
to see that countries really do harm mainly 
themselves, not their ae adversaries, 
when they shelter their markets. Mr Jagdish 
Bhagwati of Columbia University and Mr 
Robert Baldwin of the University of Wiscon- 
sin have both made the necessary economics 
accessible. Their books will leave readers an- 
gry—as everybody should be—at the ruse by 
which governments, in effect, slap hidden 
and ever more punitive taxes on their peo- 
ple, all in the name of practical politics. 

Mr Bhagwati first puts the standard ar- 
guments for protection in historical context: 
many have a long and undistinguished his- 
tory. Then, with vicious gentility, he dis- 
members them. He turns next to several ar- 
guments that really are new: the idea, for 
instance, that service industries cannot 





In due time, as Mr Adrian recalls, 
many editors of the then numerous fiction 
magazines developed a practice of seeking 
contributions for their special Christmas 
issues from such crime writers as Edgar 
Wallace. The tradition is not wholly ex- 
tinct (even The Economist, in 1985, of 
fered its readers a Christmas whodunnit 





sector; or the idea that i increasing returns t 


scale in certain industries call for “strategic? 
trade policy. He dismembers those as well 
Troubled as he is by the recent revival o 
anti-trade sentiment, he ends quite optimis 
tically— predicting that the growth of multi 
national companies will create a lobby witt 
as big a vested interest in free trade as thi 
present lobbies have in protection. 

Mr Baldwin's book cannot match the 
crisp elegance of “Protectionism’’. It is 

though, a worthy companion. Mr Baldwir 
specialises in explaining the political pres 
sures that feed protectionism and in suggest 
ing ways to deflect them— but the range o 
this new volume runs wider. lt includes es 
says on the trade policies of the Reagan ad 
ministration (liberal in theory, not-so-libera 
in practice); the economics of the GATT (wh: 
its rules are biased in favour of produce 
and the merits of "aggressive" as wll 
“co-operative” approaches to trade reforn 
(co-operation works better). 

Apart from communist central plan 
ning, trade protection is probably the big 
gest avoidable cause of economic harm it 
the world. There are plenty of excuses for it 
but none of them is any good. The argu 
ments in these two books deserve the wides 
possible readership. 





of sorts); and this collection shows what 
an excellent diversity of approaches can 
be used to give a mystery story a season- 
able setting. 

Among the authors represented are 
Margery Allingham, "Nicholas Blake" 
(Cecil Day Lewis), John Dickson Carr, 
Cyril Hare, Julian Symons and—surprise, 
surprise—Anthony Burgess. Collectively, 
they cause lirtle damage to festive feeling. 
In two-thirds of these stories, no murder is w 
done (and, of course, where it is done, the 
villains do not get away with it). In Edgar 
Wallace's story, the criminals’ bungled 
machinations bring a happy Christmas to 
an innocent young couple. In Edward D. 
Hoch's, smart detective work saves 
Caspar, Melchior and Balthazar from ar- 
riving at Bethlehem with their myrrh and 
frankincense but minus their gold. The 
Holmes parodies are unashamedly comic 
spoofs. 

But Mr Adrian rightly awards the top 
marks for humour to James Powell, for his 
brilliantly funny account of the last- 
minute foiling of a plot against Santa 
Claus's life hatched by mutineers among 
his toy-making elves. To adapt a famous | 

slogan: it is impossible not to be tickled, as — 
well as thrilled, by this truly PROSE 


| book. 


Eguin 224 pages; £14, 95. 
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The British and business - 


No excuse 


LIVING IN AN ALBI Society. By Nicholas 
Stacey. Rubicon Press; 219 pages; £9.95 


Wi chapter headings such as "On 
Manners and Civility’ and “On 
Intellectuality and the Market-Place" the 
reader might think this is a gentle early-Vic- 
torian Liberal romp from the likes of John 
Stuart Mill. The reader would be wrong. It is 
a blistering attack on the Britishness of Brit- 
ain, in all its industrial and commercial inep- 
titude. "Alibi Society" is the author's term 
for.a nation which he thinks has been in de- 
cline since the start of the twentieth century, 
spending more time excusing itself for fail- 
ure than chasing economic success. 
Mr Stacey has had long experience in 
ain as an industrialist and as a former 
‘Financial Times journalist; but—like a lot 
of imported British thrusters—he was born 
in Hungary. Not for an instant does he ad- 
mire or sympathise with the concept of 
"class" in its most developed British form. 
Class, he reiterates, is a constant impedi- 
ment to the type of commercial develop- 
ment taking place in Germany or the United 
States. The middle class, he writes, 
considers middle-class postures as "up-mar- 
ket", hence to be admired, vet some middle- 
class attributes are definitely undesirable. Less 
attractive middle-class affectations include the 
cultivation of amateurism, the simulated dis- 
dain of money 





and a preference for the pursuit of accent or 
the fox. 

Mr Stacey notes that he has seen "a 
plethora of public statues of statesmen, sol- 
diers, poets, writers, painters and revolu- 
tionaries who made good", but never one of 

usinessman. Lord Forte, Rupert Mur- 

h or Lord Sieff may get statues when 
they die, but these will be for good works 
with the cash they accumulated; not because 
they deleted the term hot-lead (and even 
Fleet Street) from the newspaper map, or be- 
cause they invented Marks and Spencer. 

In his chapter on "Intellectuality and 
the Market-Place", Mr Stacey advocates a 
much greater exchange between govern- 
ment departments and business. "Sales 
managers should be seconded to the diplo- 
matic service as commercial attachés and 
vice versa", he suggests (though the mind 
must boggle at the vice versa). University 
teachers should explore how other worlds 
work, in institutions, foundations and busi- 
ness. Mr Stacey complains: 


The alienation of the intellectual from industry 
and the industrialist's dislike of the intellectual 
and, even more so, of intellectual notions has 
led to a separation of elites from each other. 
This in turn has given rise to a less efficient in- 
dustrial society in Britain. 
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Presumably France's impressive Ecole 
Nationale is needed here, to provide fodder 
for the Civil Service. It is still hard to imag- 
ine British businessmen taking to intellectu- 
als, whose value to the business world has 
not often been proved. The success of work- 
ing-class work-ethic Tebbitism since 1979 
may simply have widened the gulf between 
these two elites. But Mr Stacey misses some 
of the recent dramatic changes in the British 
entrepreneurial scene: including the surge 





Salvador Dali 


The dance of death 





N he was taken to a Barcelona 

hospital in late November, Salvador 

Dali asked for a television set to follow cov- 

erage of his illness. At 84, sporting a night- 

cap and a handlebar moustache, he contin- 
ues his lifelong affair with decay and death. 

Intimations of mortality came to him 
early. As a child he discovered that he had 
been named Salvador after a dead brother. 
One of the earliest recurrent images in his 
painting is that of a dead donkey swarming 
with flies. In "Un Chien Andalou”, his first 
film venture with Luis Buñuel, the same 
dead donkeys were stuffed into grand 
pianos. 

Although Dali is the one Surrealist 
whom most of the public know, he was al- 
ways too traditional for most of them, and 
politically became too far right. Social snob- 
bery coloured even his reactions to death: 
“titillating’’ (his word) when it was that of 
workers mangled in a train crash; devastat- 
ing when it was that of a rich aristocratic 
aquaintance; heroic when it was that of 
Franco's followers. 

He was terrified of war and tried his best 
to avoid it, but also found it invigorating. 
The Spanish Civil War, which he painted 
horribly in images of bodies rending and 
eating each other, was also a natural phe- 
nomenon, like a geological upheaval. He 


of women in business. 


are now women. The percentage of womer? 
setting up new businesses has increased by 
an astonishing 9996 since Margaret Thatch- 
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A third of self-employed entrepreneurs J 


14 


er became prime minister. (The comparable _ 


figure for men is 3996.) Women do not seem 
to fit readily into traditional conceptions of 
British business. Their absence from this 
book could be Mr Stacey's alibi for another 


onslaught on British sensibilities. 


speculated that 
one might in the end be dazzled 


of putrefying and resurrected 
splendours that this earth of 


of its entrails. 


and proposed to make com- 
memorative statues from the 


declined the offer. 

Dali's elegantly painted 
morbidity has earned hi 
money, which he has enjoyed 


Gold tops his scale of values, 


anew by that hard light of the 
treasures of ‘ardent death’ and — 
He came to support Franco - 


melted-down bones of fascists — 
killed in the fighting. Franco 


*- 


Spain held hidden in the depth — 


to an almost indecent degree. — 


E 
P 
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along—he likes to say—with excrement. - 


When he was excommunicated from the — 


Surrealist movement in 1939 for pursuing fi- 


nancial success, André Breton coined the — 


anagram “Avida Dollars” out of his name. 
Dali, who was running a high fever, expostu- 
lated to Breton—almost inaudibly through 


the thermometer in his mouth—that deliri- 


um was “the most magnificent means of po- 
etic expression." He has never changed his - 


opinion. 


2» 3 
Incursions by Dali into window-dress- 


ing, jewellery and interior decoration have _ 


often seemed crassly commercial, but they 
have made him known. Viewers find his 
style easy, although disturbing. Horses look - 
like horses, women like women, even when 


they are ossifying, decaying or changing into 


chests of drawers. When Dali pokes visual 


fun at his viewer, he often does so by taking - 


to extremes trompe l'oeil and other tricks — 


played by Renaissance artists such as Vero- 


nese and Arcimboldo. Among these tricks, — 


death and delirium stalk continually. 

For the past few years Dali has been liv- 
ing in his own museum in his Catalan home- 
town of Figeres, a few miles from Port-Ligat, 
on the coast, where he produced some of his 
best-known paintings. The Teatro-Museu 


Dali is the most popular museum in Spain - 


after the Prado. Gigantic eggs balance along 
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& entrance. Inside is a maze of visual entertain- 

= ment that delights children as much as 
= Adults. It is, however, the living tomb of the 
painter: a paradox that charms him. 


Aging rock stars' 


— Not over 


NEW YORK 


667 T^ HERE are no second acts in Ameri- 
can lives," wrote F. Scott Fitzgerald. 
Had he lived to see the rock era, he might 
have expressed himself differently. Con- 
sider Roy Orbison, who died in early De- 
cember at the age of 52. He achieved musical 
stardom in the late 1950s with anthems of 
= romantic longing sung in a three-octave 
- range. Hits like "Pretty Woman” and “Only 
the Lonely" kept him in the public eye until 
the mid-1960s. At that point he dropped 
from the charts and into obscurity. 

Or so it seemed. In fact, during the 
1970s, a younger generation that had grown 
up on his music came of professional age. 
Artists like Mr Bruce Springsteen and Miss 
Linda Ronstadt themselves became stars 
and, openly acknowledging their debt to 
Orbison, paved the way for a comeback. Af- 
ter a 20-year furlough Orbison found him- 
self, in the 1980s, a star again. 

Nor did things stop there. Last spring 
Orbison teamed up with four other aging 
.. rockers to form a band called the Travelling 
Wilburys. His colleagues were Messrs Bob 
Dylan, George Harrison, Tom Petty and Jeff 
. Lynne. Their album, “The Travelling 

Wilburys, Vol 1”, is currently number 12 on 
— the American charts. 
— Life for most people is a linear affair, a 
steady progression from one stage to the 
next. But the members of the Wilburys have 
all been in and out of the limelight many 
-. times in many guises, exemplifying rock's ad 
hoc approach to life. The only linear aspect 
— of pop life, in fact, is its music. The history 
.. of rock and roll is surprisingly continuous, 
one where bands emerge, fade and recom- 
bine, feeding all along on a fairly narrow set 
— of musical conventions, almost all of them 
— laid down at the dawn of rock history in the 
1950s. This is just the sort of climate to fos- 
ter extended careers. 

The Travelling Wilburys have now 
given this phenomenon an existential twist; 
they "keep on keeping on" under an en- 
tirely new identity. All five are pictured on 
the record sleeve wearing sunglasses, while 
in the notes they are "identified" as Otis 
Wilbury, Nelson Wilbury, and so on. This 
disguise allows them to get out from under 
the burden of musical expectations and ce- 
lebrity and start afresh. If you are a Wilbury, 
then you are not George Harrison, symbol 
of a style or standard the public expects 
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Orbison old and new 


maintained. And if you are a Wilbury, play- 
ing a blend of late fifties and early sixties 
blues and pop, you can withdraw into the 
comfortable precincts of a shared musical 
past, one that pre-dates such troubling cir- 
cumstances as fame, drugs or personal catas- 
trophes. 

The sort of change effected in the 
Wilburys is not entirely new. Five or six 
years ago Miss Ronstadt, formerly the high 
priestess of “torchy rock”, took up light op- 
era and the Frank Sinatra songbook. More 
recently, David Johanson, rock musician, 
turned himself into Buster Poindexter, 
1950s lounge lizard, complete with tuxedo 
and pompadour haircut. But the scale of the 
Travelling Wilburys transformation gives a 
new weight and even poignancy to the phe- 
nomenon. After all, Messrs Harrison, 
Orbison and Dylan constitute a veritable 
Mount Rushmore of rock music. The desire 
to draw a curtain in front of one’s past and 
stand before it in another guise surely says 
something about the era they have been part 
of and the offstage lives they have lived. 





Stanislavski and his Method 


Moscow arts 


HE price for revolutionising an art form 

and persuading the world to follow is 
that, in time, revolution turns stale. 
Konstantin Stanislavski, who transformed 
both the theatre and acting in the early years 
of the century, is taken for granted now. His 
method of Physical Action is taught as an 
aural tradition in Russia, China and Eastern 
Europe; his system for building roles and 
finding characters has become, with modifi- 
cations, the orthodoxy of Britain, Germany 
and America. This year, the 50th anniver- 
sary of his death and the 90th of the birth of 
his brainchild, che Moscow Arts Theatre, 
should have seen some celebration. Yet only 
now, two weeks before its end, are the books 
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appearing and the symposia starting. 

As a splendid new biography by Mr Jea 
Benedetti* makes obvious, Stanislavs 
never intended his system to be set in ston 
He had to be nagged to write it down at al 
As his books appeared—first “An Act 
Prepares”, then "Building a Character 
then "Creating a Role’’—he was bitterly di 
satisfied with them. For him, each produ 
tion at the Moscow Arts Theatre was 
chance to build new ideas into the syste 
and shed others. He was in search of natur 
laws of acting; such laws, like Nature itsel 
were bound to change. Yet after his death i 
1938 his students offered him the ultima 
insult, editing his books to fit them to tl 
demands of the Stalinist regime. Only no 
are the excised sections being put back ii 
and only now are teachers being appointe 
to Soviet theatre schools who are willing t 
teach Stanislavski without political dogma 

Stanislavski himself never -— 
much about the political or social purpo 
acting. His obsession was the process Ł 
which actors grew into their roles. This r 
quired dealing with the "subconscious"— 
bothersome, unsocialist, hierarchical idea- 
and analysing the self, rather tha 
interracting with society. Indeed, Stanisla: 
ski often jeopardised his own productior 
by creating roles that were too individual t 
fit into the ensemble; and community an 
avant-garde theatres to this day remain wat 
of his name and scornful of his method. 

Exhaustive research into gesture, set 
and dress also began with Stanislavsk 
When the Moscow Arts Theatre was ri 
hearsing Gorki's "The Lower Depths” i 
1900, the whole company went out to mi 
with vagrants and drunks and to phot 
graph them: a procedure that still seeme 
avant-garde when Peter Brook researche 
the ways of African tribesmen for “The Ik 
in 1970. Long before Mr Brook's Theatre c 
Cruelty, too, Stanislavski was encouragig 
his actors to dance, to meditate and to co 
municate without words. He tried ever 
thing, and courted triumph and disaster a 
most equally. 

Perhaps his greatest coup was to unde: 
stand how the advent of cinema would affe 
acting. Actors, he realised, would have t 
behave more realistically not only on scree 
but also on the stage. Appropriately, his tr 
umphs were with Chekhov: intimate, highl 
charged parlour-plays for a handful of cha: 
acters. Stanislavski had prepared the way 
without knowing it, for post-glasnost prc 
ductions of even fewer characters and eve 
more uncomfortable closeness. It is his tect 
niques, without a doubt, that will be applie 
to the plays of Harold Pinter when they ar 
published and produced for the first time i1 
Moscow next year. 
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*" Stanislavski”. 


Routledge; $25. 


Methuen; 340 pages; £16.9 
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Why do Forbes, The Wall Street Journal Business 
Week, Money and Barrons quote. financial | 
forecasts from Young's World Money Forecast? 
The answer is Richard C. Young's "unique | 


analytical approach” to forecasting and his “uncanny | 


accuracy." 


Now in its eleventh year, Young's World Money | 


Forecast is one of the most widely read business | 
and investment forecasting services. 


A three issue introduction is yours for next to no- | | | 
thing. You will receive Young's latest forecasts for 
interest rates, gold, currencies, the stock market | 
and the L.S. economy. Just send this ad along with 
41 and your name and address to: 
Young Research & Publishing, Inc. 
Federal Bldg, Thames St., Newport, RI 02840 








ul . Financial Times 1983-1988 


These publications are Just a small representation | | | |. Kent TNIS 8PH. Tel: 0732 884567 


|. of theglobal Information available through United | | 


|]. 0732 882566. 
Bookshop: 9-12 Bell Yard, 
Temple Bar, London WC2A 21K. 
Tel: 01-405 6900. 
in = UK. irs allow 











"Interest Rates?! | 


Hermann: 
Law v Business 


Business Law Articles from the 


1989. By Dr A H Hermann. Legal Correspondent 
| ofthe Financial Times. 


Comprising a series of articles published 
in the FT between 1983 and 1988, 

Law v Business provides both a lucid 
introduction for laymen and thought- 

provoking reading for the expert. Covering 
Dr Hermann's most topical essays, 
it is a stimulating survey of the problems 
in business law faced in today's business 
world; showing businessmen how to make 

- better use of lawyers — and vice versa. 
Dealing mainly with UK issues, the book 
nonetheless includes numerous 
references to overseas developments — 
further enhancing the utility of the ML 


Had cer EMCO 





Gade koia your bookseller or from the publisher: 
Butterworth & Co (Publishers) Ltd., 
"Borough Green, Sevenoaks, 


24-Hour Direct Order Line: 


HAVE YOU IDENTIFIED 
THE KNOWLEDGE GAP? 


All that has chan with the 
opi 


"A Tes Senec: Bormis Cohen. i 


Three volume set. H/B & P/B 1, comen | H 
|| i | Regístration (£1.20 if required) f 


x New classification and. theory on 
learned human behaviour. 


* I 


* New model. = the current. world | A || | 


Tet: 01-882 4686. 
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| projected prices in the world oil market for 1988 
crude oil prices are impossible for. more than one. 


} years in the oil industry in the context of the: 


^ Alan Gelb and Associates 


boom on six developing countries. It examines -. 


- 1979 and provides new information on the conse- 








| complete details below and return ad as order form. 


new economic theory — l|) | enact 
ECO, founded c Lll enclose my cheque payable to The Economists E 
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World Petroleum. Vial 

A Framework for Reliable Projections 
The Petroleum Finance Company, 

This report finds that the world petr 
try is driven by a long, recurrent eco 
of rising and falling prices. Through an analysis 
this cycle, the Petroleum Finance: Company ha 






2005. This report, therefore, runs counter to- th 
prevailing belief that reliable projections fo 





or two years in advance. 
The report also looks at the events of the past 15. 


economic cycle for petroleum. It shows how the: 
market indicated as early as the mid to late 1970s. 
that a dramatic industry downturn in prices would. 
occur in the 1980s, and explains a new method of. 
forecasting the long-term future of the industry. —— 
Technical Paper Series 


ISBN 0-8213-1138-7, £9.00 


Oil Windfalls 


Blessing or Curse? 











"This is the first book to assess the effects of the oil 















how these petroleum exporters used the new- 
found wealth generated by the booms of 1973 and . 1 - 


quences of government policies resulting from. 
these oil windfalls. | 
This is also the first book to systematically relate . | 
oil windfalls to the economic policies and macro- $ 
economic characteristics of particular countries. | 
In a comparative analysis of the six oil-exporting 

countries, the authors blend institutional and 
political aspects with the quantitative results de- 
rived from a sophisticated economic model. The. g> 
report includes individual country studies of Ab 3 
geria, Indonesia, Ecuador, Nigeria, Trinidad and: 
Tobago, and Venezuela and the authors explain. T 
why some of these countries may have ended up f. 
actually worse off despite the additionai revenue. 


ISBN 0-19-520774-2, £29.25 



























Please mail to: THE ECONOMISTS’ BOOKSHOP 
lare Market, Portugal Street, London WC2A 2AB 


Mark number of copies required beside each titie above, 





Cost of books £ 


Postage: ü book £4.95 + 75ploreach — £ 
additional Book} 
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CJ Please send me a proforma invoice 
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US customers pm send orders io World Bank Publications, Dept 
0532, Washington DC 20073-0852 USA Tel: 202-473 2939 
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Management Programme GHITTTTTTIDTTM 


and FRENCH, GERMAN, DUTCH or 
SPANISH 66 in the ARDENNES 
The advantages of the "CERAN 66" concept, 









Following the success of this popular programme over the last two years, 
LBS is now offering its special programme for managers in public sector 
organisations again in 1989. 

The 1989 programme consists of three one week modules: 








Strategic Management in a Political Environment (24-28 April) | | with residential courses : 
This module helps participants work out their own approach to strategic 

ORG ond 15 n ine context of the political and economic climate of the ! 1. Intensive study (Minimum 38 lessons per week) 
I and | 


2. Plus the constant practice of what you have learnt, every day 
Measurement, Control and Accountability (22-26 May) _ oes id e ndi : 
^ This part of the programme looks at how the organisation can improve the | from 8 a.m. to 10 p.m., with teachers constantly present at meal 
.. Wy it controls its activities and accounts for them. times, breaks and in the evenings. 


"Making the Organisation Work: implementation (26-30 June) 3. A total of 66 hours per week of full immersion in the language. 


Most management time is taken up with keeping the organisation running day i | | n i : 
. today. This module is concerned with the maintenance of the organisation in a Ceran is a top class school for leaders in business management. 
.. changing environment. and government. Our clients since 1975 include Alcatel, AT & T, 
“Learning Methods: The programme is a highly participative mixture of case Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 





5 studies, discussions, lectures from LBS faculty and from distinguished à 1 
visitors, Cases are drawn from both the public sector and the private sector, | E Benz, NATO, Philips SHAPE, Siemens, Toyota, Winterthur, etc. 
Fee: £2,750 inclusive 
Further details from: Stephanie Macauley, Registrar, Public Sector E 


Management. Programme, London Business School, Sussex Place, 
Regent s Park, London NW1 4SA. Telephone 01-262 5050 (ext. 533) 


where private sector experience is relevant, 
We also run holiday courses in French for young people (13-17) 


ent RIG  WEMPUUPAXEEMEH ë ERETTE meinen: d MM inie einai 


Please send me details of Publi ic Sector M Management Programme: 
Name e PoSlfion. a 
Organisation 

Address 





ECON 17/12/88 


- CERAN LANGUES PROVENCE for full info nation i 
'  - CERAN ARDENNES - 180, peii Chic Niver, B4030 Sp, Bol 
Tek: (4:32)87/87 n 64 - Fax (432)97/77 36 29 - Telex 49050 coran b 


in U.S.A. : Languagency - Tel: (203)287-1699 - Fax (203)284-1827 
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Spend a year 
in Holland and 
earn an MBA 





A unique MBA program with specialization 
in either: 


aiyaara ap arpaa ra atas rr ri i Mo remet tar t Arr ara an a taraen b BP AAMAS Ret aAA Y e AAE SS H i 


1. industrial policy. 
or PED | 
2. accounting and finance 


preE—————————————————— Pe 


. Write or telex for more. RO. Box 143 
information to: 2600 AC Delft, The Netherlands 
| Telex 38323 RVB NL 
. The Head ofthe Graduate Telefax (3115) 566831 
Studies Department, © or 
Netherlands International RVB Singapore, Liaison office 
Institute for Management. ^ Goldhill Plaza 03 - 35/37 
i i Podium 
Singapore 113Q 
Telephone (65) 250816 
Telex (65) 55002 Tecnet- RS 
Telefax (65) 2630448 
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Strategy in 


A NEW PROGRAMME FOR SENIOR MANAGERS 
DETERMINED TO PUT STRATEGY TO WORK. 


The programme begins with state-of-the-art analysis of aep 
forces. It asks where competitive advantage can come from; how 
advantage can be built and defended over time. It tackles head on 
the problems of co communicating strategy and then sce 
strategy into the day-to-day actions of every manager and | 
employee. 

Drawing upon the extensive: international experience of the faculty, 
the programme considers how strategy should be adjustedto a 
multi-national context, whether pan-european or global. Itlooks 
at how to deal with global competi tors and how to get strategy 
to travel. 























-" nt chisel teats KW. € 
a top ski-ing and holiday reso idents study, work and live in the 
^ Hotel Europe which provides an ideal environment for theoretical 
 andpractical Flu Li inhote andi restaurant eet evn: Language of 
instruction - English. — 


‘atour r hotel manag 



























Courses include: Şi | : 
€ Certificate of Proficiency i in TTE & Hotel Reception 

€ Hotel Operations Management Diploma 

@ Hotel Term Abroad 
@ Associate of Business Administration degree (ABA) (First year) _ 
@ Entry January-September, Summer Courses. 

Schiller is a university-evel hotel management school that i is truly - 
international with centers in Engelberg, Strasbourg, Paris and London 
offering certificate, diploma, undergraduate and graduate degree 
programs. in hotel management and many Other fields. Schiller 
enables students to studyi in several countries whilst remaining in the 
same institution. | 


SCHILLER INT ERNATIONAL UNIVERSITY. 































Stra tegy in Action 
13-17 March 1989 (Residential) 
To find out more about the key benefits of attending this 















RES aot E2S) T programme, please contact Karen Moss, Registrar, 
aterloo Roa wope Strategy in Action, London Business School, Sussex Place, 
Fondon SEa git nin ae Regent's Park, London NWI 4SA, UK. 
Telex 8812438 SCOL | Tel (041) 942635 Telephone 01-262 5050 fext 585), Telex 27461 (LBS KOX G), 
FAX 6201226 Telex 866461 Fax 01-724 7875 








(Accredited member AICS, Washington DC, USA) 










|. Please send me details of Strategy in Action | | ae 
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The méást renowned school for French 


INSTITUT DE FRANCAIS l 


Overlooking the Riviera's most beautiful bay 
MAKES LEARNING FRENCH | 
A WONDERFUL AND UNIQUE EXPERIENCE 
For adults. 8.30am-5pm. 8 levels: Beginner | to Advanced Il 
LODGING IN PRIVATE APTS. AND 2 MEALS INCLUDED 


Next 2, 3 or 4-week immersion course starts 9 January, 6 February 1989 and all year. 
French postal strike ending, still preterabie to telephone or telex. bs 


INSTITUT DE HUN AIS — EMI? 
23 Av. Gén-Leclere, 06 VILLEFRANCHE/MER. T. 93 01 88 44. Tx. 9708 9898 a 








































UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for peopie who want to be more effective snd 
secure in their Jobs or Professions. 


Earn a BACHELOR'S MASTER’S o DOCTORATE Degree by 
Pes your life and work experience. College equivalent credits are 
your joh, military, company training, industrial courses, 
MAH ON Düfte Cepeda We accept college credits no 
matter when taken. No residency required 
Ou Quac 1o CUR CAO Pr Pro achlbaia UV uad qu 
industry. We will assist you in completing your degree requirements 
without formal classes or seminars at your own pace and time. E 
Send detailed résumé on work life and academic experience for a no " 
cost evaluation. 


PACIFIC WESTERN UNIVERSITY - 


N Sepulveda Bivd, Los , California 9004. 90049--Dept 137-— 
sats dese 213/471-0306 alex: -182315 Fax: 2134716456 ^ 


uncle que TE QUU QU Qu, d RE C E qued Ede tM RUM MM MÀ M amas I€— sàn sm 





On Heniey's modular MBA course, participants have to 
do two in-service projects, to use the skills and theories 
— taught in the College to solve real problems. 

So course members and their sponsors can see the 
real value of the MBA. 

Plus for self-sponsored members, there's the opport- 
unity to be paid during the in-service periods. For details, 

call the Graduate Studies eS ! Vv 
information Office on XJ 


0491-571454/571483. wH EN LEY 


VAGEA p COM 
Greeniands, Henley-on-Thames. Oxon RGG SAU 


















































——) ARE YOU A YOUNG 
y) C Rn $ : Y A 
\ MANAGEMENT TEACHER? 
Lut . | Are you keeping up your 
RC EUN ^ teaching approach with the 
*5 ^ | implications of the 
ag AÀ globalization process? 

v uw LA Are you aware of the new 
i Opportunities that information 
ib technology offers to teaching 

and learning methods? 

Are you persuaded of the need 
of interfunctional knowledge 
for the management educators 
of the future? 
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International 
‘Teachers 
Programme 


: The International Teachers Programme (1.T.P.)’s 20 
: years’ expertise in the management pedagogical field 
= and its tradition (more than 1050 alumni from more 
= than 75 countries) will help you develop your own 

& potential through further knowledge of management 
à topics and improved teaching technology skills. 


| The ITP is an intensive, six week (J uly 2 - August 12, 

: 1989), residential programme only for management 
educators. It provides a unique opportunity for sharing 
= and comparing teaching. experiences in an international 
= and challenging environment. It is conducted in English 


: The 1989 edition is held at SDA, Bocconi University, 
Milan (Italy), — 


The ITP is organized. by a consortium of nine major 
business schools in Európe and in USA (Centre HEC, 
INSEAD, IMI -IMEDE, IAE Aix-en-Provence, 
London Business School, Manchester Business School, 
= NYU GBA, SDA Bocconi, Stockholm School of 

ms Economiés). mE 


Contact us for more details: 


INTERNATIONAL TEACHERS. PROGRAMME. arm 
SDA BOCCONI . 3 
. Via Bocconi, 8 - 20136 MIL ANO (italy) 


| Please send me details: on 1 ihe International Teachers Ls 
Name Qum tee te ec tie Mh EEEE a Bias Etats oy ey 
Institution A GELT RED LEMMA caue. 
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Tel. 39.2. 8384. 6625 - Telex 316003 UNIBOC 1 - Fax 39.2 2 ! 8384. 6300. 
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dann 9-12 Ad 16, 6.30- 
9.30pm, at South West London 
SN. in Tooting Broadway, 
S$ OTQ. £225. Phone Kay 
Cobbing on 01-677 8141, ext 
232, or 01-677 5041. = 
‘SOUTH WEST LONDON is an ILEA sanc 





HOME STUDY COURSE | 
in economics. A 10-lesson study 
that will- throw- light on today's 
baffling problems. Tuition free— 
small-charge for materials. 


Write Henry George Institute, 121 
E 30th Street, New York, NY 
10016, USA. 





























your r foreign | 
angua se skirts f 


|] We offer audio cassette courses ` 
‘| for beginners, intermediate and 


| | advanced study, so it’s easy to 
maintain or improve your y, M 
foreign fanguage skills. UK ia 
Our range of over 330 . VR 
COURSES. {many developed lor the: T Ste 
Dept.) ir more than 40 languages include: 
Arabic — Bulgarian Chinese — Dutch 










ES 
LEARN TO SPEAK FRENCH BY 
TOTAL NATURAL IMMERSION 
with biped manne for7 = [-—] e Tha s 
1 mes 
mensie days inthe DORDOGNE | anno n 
eau 
J.L, ‘Lefevre CIEL.BP.180 


24490 LA ROCHE CHALAIS, France. 
Tel: 53.91 44 28 Tei pros ears 









We aiso offer many other beipiut materials, 50 
why not write of tgiephone for your FREE 
CATALOGUE. fo ger fult details? 


^ i Suite N30, 
cmm 31 Kensington 


Sount! — Church Street, 








The growth and survival of modem companies have become Brest 
Gepenuent upon the od of their Diii. mE 


ECHNOLOGY INDICATORS 
IN STRATEGIC PLANNING 


Jan 23/24 1989, President Hotel, Brussels 


The new techniques of science and technology: indicators allow an objective 
comparison of a company's competitors, or can be used as a too! for merger/ 
acquisition targeting, cross-licensing negotiation, and the tracking of R&D 










activity. 

A colloquium on the latest techniques | in this field will feature leading: oat 
from the academic world, ney A and E and enable Papa: 
to exchange yews and experience. 


For information and registration deta ls, send th coupon bálbw or - your 
business card attached to your company letterhead. 3 


| PERFORMANCE SYSTEMS bvba, 
|. . 24Van Eycklei, 2018 ee Belgium 
Tel: +323 3 231 76620 ses Fax: +32 3 226 2438 
E. CHI RESEARCH, | 
10 White Horse Pike, Haddon enis, New Jersey 08035, USA. 
Tel: +1 609 546 0600 l Fax: +1 609546 9633 





To Performance Systems Bvba; 24 Van Eycklei, 2018 Antwerp, Belgium 


Please send me details of the colloquium on THE USE OF TECHNOLOGY 
INDICATORS IN STRATEGIC PLANNING to be held at me President 
Hotel, Brussels, on Jan 23/24 1989. 


WOW ee ae ER A Ux ee a Oe EO ode OAK eee we m m OR eS oe e RO 


Company 


Address.. 


E ook wor E OE 
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i, Hayman.  Thec "air in. Mathematics i is 
held. by Professor Graeme C. Wake, 
who is. also currently Head of 
Department. 


The. Department of Mathematics and 
Statistics offers. a full undergraduate 
programme in statistics including ser- 
vice teaching. Most undergraduate 
ses are taught. both to. internal 
ants and. by correspondence to 


extramural students throughout New | 


Zealand. The graduate study pro- 
grammes include masterate and PhD 
supervision together with a recently 
introduced extramural Diploma in Ap- 
plied Statistics. A statistical consulting 
service is provided to the campus and 
neighbouring research organisations. — 


The appointee will be expected to pro- 
vide leadership and direction in Statis- 





= ties both within the Department and in 


the wider university environment. He/ 
she should be distinguished in one or 
more figids of statistical research, have 
ability in teaching and be experienced 
in consulting. A background in the main 


areas in which service teaching takes: 


place, namely Business Studies and 
the Sciences, may be an advantage, as 
would familiarity with statistical com- 
putíng or statistical packages. The ap- 
pointee will be expected to take a full 
part in teaching, research, consulting 
and administration and may be expect- 
ed to serve a term as Head of Depart- 
ment. It is envisaged that the appointee 
would take up the Chair in iain 
1990. 

The appointment wili be made within 
the Professorial salary range up to 
NZ$96,000. 

Further details of the position together 
with the conditions of appointment may 
be obtained from Appointments 
(35840), Association of Common- 
wealth Universities, 36 Gordon Square, 
London WC1H OPF, UK, or Mrs V. B. 
Bretherton, Personnel Section, Massey 
University, Palmerston North, New 
Zealand, with whom applications close 
on 31 March 1989. i 
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SORSHIP OF - 
NAGEMENT 


Keohane are invited for the Professorship of Land 
Management in the Department of Land Management and — 
Development which will become vacant on the appointment of 
Professor T. Hoyes to the Lands Tribunal. It is hoped to make an — 
appointment from T May 1989 or as soon as possible thereafter. 


The University is seeking to appoint a Professor who, by building 
on the many ond varied strengths of the Department, will ensure 
that as it moves into the 1990s it continues to lead in the 

| evolution of the theory and practice of land management in a 

| | national, European and world-wide context. 


| Applications ore welcome from candidates with specialist interest 
| in any of the main areas of the subject, with academic, 
| | professional or other experience in the field, and with a 

' commitment to teaching and training of the next generation of 
| leaders in the profession. In addition they shou id be able to give 
| academic leadership in research and possess the managerial 
ability to sustain and develop the Departments external relations. 


nation may be obtained from the Registrar, 
‘Whitelnight House, PO Box 217, The University, 
ng RG6 2AH. Telephone: 0734 318045. 


hcalions is 16 Janvory 1989. 




























CITY UNIVERSITY - 
BUSINESS SCHOOL 


Teaching Tutor in Finance or Business Policy 


A suitably qualified and experienced tutor is sought to 


_ teach courses in either finance or business policy on the 


Evening MBA course. This is a fixed term appointment. 
for three years. Tutorial duties will include interview- 
ing, academic counselling and project supervision. 


The Evening MBA is a leading part-time programme, - 
d the opportunity to teach outstanding stu- - 
dents O have current executive experience. The - 
programme has a strong City orientation and fosters. 
the link between part-time education and work. 
experience. | 


Salary will be on the Lecturer scale A (£10,910 to 
£16,150 per annum) or Lecturer B scale (£16,755 to 
£20,960 per annum) inclusive of London Allowance. 


Further particulars and application forms are available . 
from the Academic Registrar's Office, City University, 
Northampton Square, London EC1V OHB. Telephone 
Ms 4399, ext usd Closing date: 16th January, 
1989 [n 


The United Nations Department of Technical 
Co-operation for Development requires two Macro- 
Economic Planners for posts in West Africa. The main 
responsibility of the first postis in financial planning, with 
particular emphasis being placeda on Government budget 
policies.and financial analysis and a of public 
investment programmes. .. 
In the second Mérida your main area of involvement 
will be in national planning with emphasis on the I 
. Co-ordination of sectoral and global PATIO activities at... 
nationalleve. — is 
QUALIFICATIONS | 
In both instances, applicants s should hold an advanced 
degree in economics and have at least 10 years relevant 
high level planning in macro-economic planning. - 
Fluency in Portuguese is required and a working 
knowledge of French is desirable. 
TERMS OF APPOINTMENT 
These AE are for 1 or 2 years. — 
Salary, emoluments, incentives and other benefits. 
applicable to staff members of the United Nations in. 
comparable field assignments, are payable. eect 
For further information and application, please write to: e 
Mr. B. Roussin, Overseas Development Administration, 
R376, Abercrombie House, Eaglesham Road, EAST 
KILBRIDE, Glasgow G75 BEA. Or tel: 03552 41199, 
ext. 3309. 


















































CentER isa reer established Red institute at 
Tilburg. University, partly supported by the Netherlands 
Ministry of Education and Science. Its present research 
focus is on Game Theoretic Approaches to Economics, 
"Foundations of Macroeconomics, International Macroeco- 
nomics and Applied Econometrics. CentER's permanent 
members, Anton Barten, Eric van Damme, John Driffill, 
_ Arie Kapteyn and Rick van de Ploeg, co-operate with a 
| large group of research fellows. 























' CentER i is inviting applications for: 











Dfl.1,700 to Df1.3,100 per month before taxes; no 
tuition fees, but some. research assistance may be 
A required); - 

..(ii) Post-docte ral Research Fellowships for a stay of nine 
.. . months (salary Dfl.40,000 before taxes; no teaching); 
D Gi) Visiting Senior Researchers for a stay of at least one 
7 month (salary . and expenses negotiable). 

= CentER has excellent office, secretarial, library and com- 


puting facilities and will help with finding suitable accom- 
_ modation. Applications should include a cv and be sent to 












































: P versity, P.O. Box 90153, 5000 LE Tug The NEERA 
(+ 3113 663050). S 7 








VICTORIA UNIVERSITY OF WELLINGTON 
‘New Zealand . 


OSITIONS IN 
|. DECISION SCIENCES 


Applications are invited from suitably qualified women and men for 
- appointments in the Management Group of the Faculty of Com- 
< merce & Administration. As well as offering MCA and PhD degrees 
by research, the Group's teaching programmes include the MBA 
. degree and Diploma in Business Administration; areas covered are 
Business Policy & Finance, Organisational Behaviour, Human 
Resource Development, Operations Management and Manage- 
ment/Decision Science. The Group has an active research and 
case-writing programme, and publishes the NZ Journal of Business. 



































Candidates should possess appropriate. generalist or specialist 
Masters or higher degrees: they should state: mera area of specialisa- 
tion and indicate any secondary areas of interest. 


. Salary scale for Lecturers is NZ$35,000-NZ$42,500 per annum, 
where is a bar, then NZ$44,000, NZ$45,000, NZ$46,000 per 
annum: for Senior Lecturers N$49,000-NZ$57,000, where there is 

- a bar, then NZ$59,000, NZ$61,000, NZ$63,000 per annum. 


Applicants should submit a curriculum vitae, and arrange for three 
references to be sent to the Administration Assistant (Appoint- 
ments), Victoria University of Wellington, PO Box 600, Welling- 
ton, New Zealand (fax 04-711 700). Further information will be 
posted to applicants; or may ‘be obtained from . Appointments 
(35851), Association of Commonwealth Universities, 36 Gordon 
Square, London WC1H OPF. | 


The closing date for applications 












































is30 binds 1989. 















PhD students for the four-year programme, but 
entrance in a later year may be possible (salary from 


: — Professor Anton Barten, Director of CentER, Tilburg Uni- 


: Advisers, 12/16 Watling Street, London 





Oxford Institute of Information Management 


| RESEARCH ASSOCIATES 
Management and Technological Innovation 


Applications are invited for two two-year research posts 

(1A and 1B) on an ESRC-funded project "Decentralisation 

of Management and Technological Innovation: an Anglo- 

Bulgarian Comparison", directed by Roderick Martin and 

Stephen Hill (LSE). The posts are available from 1 
January 1989 or as soon as possible thereafter. 


Further particulars from Stephanie Parsons. 
Apolications by 31 December 1988. 


« lempletan College 
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APPLIED 
ECONOMIST 


Small, but growing, company EEUU trained economist for 


senior position. 


MGK supplies advice and ánaljiis o n trade policy and market 
access questions to public authorities, trade associations and 
companies in three continents. Duties will include economic 
analysis on trade issues and general economic input into 
company work. Experience in business or government, knowl- 
edge of trade policy, and fluency in one or more EC languages 
in addition to English, will be advantages. 


Salary competitive, according to qualifications and experi“ 
ence. Write in confidence with full details to: 


< John Houston, Malmgren. Golt. Kingst yn & Co, Trade Policy 


































E remm OF UT , shoolet Oriental - 


Fo. AT CANTERBURY |. T b and African Studies 
| ECC ONO MICS lH „University of London 
MA Economics and | | TRAINING FELLOWSHIP P 
MA Development IN THE ECONOMY : 
Economics OF KOREA 


Applications are ‘sought for a Training 
ship in the Economy of Korea 
tenable for up to three years in the 
Department of Economic and Political 
_ Studies at the School. Applicants pos- 
 sessing an MSc or good honours 
degree in any field of economics are 
invited to apply. The person appointed 
will be expected to become proficient 
in the Korean language, conduct re- 
search and publish on the economies 
of both North and South Korea. 


The appointment will date from 1 Apri! 
1989 or as soon as possible there- 
after. Salary on the Lecturer A scale 
£9,260-£11,070 depending on qualifi- 
cations and experience pius Londor 
Allowance of £1,650 per annum 
membership of Universities Superan 
nuation Scheme is invited. 


Further particulars and  applicatior 
forms are obtainable from The Secre 
tary, School of Oriental and Africar 
Studies, Thornhaugh Street, Russel 
Square, London WC1H 0XG, to. whor 
applications should be submitted by 
20 January 1989. 


We invite applications for Oc- 
tober 198€ for these one-year | 
| programmes which provide a |. 
rigorous training from special- 
ists of international repute. 
Courses available include: Ap- 
| plied Statistics Using Computer 
| Packa. Advanced Economic 
. Theory; Growth and Develop- 
ment Theory; Project Appraisal 
and Planning; Money and De- 
velopment; Trade and Devel- 
opment; International Finance; 
Labour in Developing Coun- 
tries; Urban and Regional Eco- 
nomics, and Economic Devel- 
opment of South East Asia. 


| For further particulars write to 
the Graduate Office, The Regis- 
try, The University, Canterbury, 
Kent CT2 7NZ, England, or to 
Professor A. P. Thirlwall, 
Keynes College, University of 
Kent, quoting: Reference No. 
PG89/3. | 
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: AUTHORS WANTED DO YOU HAVE AN EYE | ; 


















YOUR STAY IN LONDON | 
Y N) | FOR A GOOD 


Leading subsidy book publisher seeks 
“manuscripts of all types, fiction, non- 
| fiction. poetry, juvenile, scholarly and 

religious works, etc. New authors wel- 
comed. Send for free booklet. 


S92, Vantage Press, 516 W, 34th 
Street, New York, NY 10001 USA _ E M 


US IMMIGRATION 
Obtain US immigration through - 


purchase of secured and wellre- | 
warding real estate or opening of |. 


apartment in Knightsbridge, near Harrods. 
Fully equipped kitchen-dinette, bathroom. 
one, colour TV, ceniral heating, elevator, 
uit 1-2 persons. Brochure by airmail. 


If so, and you are looking for of- 
| fices/accommodation (with business 
ai facilities), we can supply 
| both for a week for the same price 
as a night's stay in a London hotel, 


. | For further details ring e -226 poen 
HOTEL 
OPERATOR / RESORT 
DEVELOPMENT / INVESTOR 


bridge which has be 
and refurnished to à hg an 
Suites £85 Doubles £70 Bingiss c £55 inci 
MAT & SC: 

^A comfortable, spotiessiy kept littie hotel 
A the heart of Knightsbridge —Egon 
 Honay 












45 Ennismore Gardens, LONDON SW7_ 
_ Tel: 01-584 4123. Telex 295441 (Ref KSF) 
















“For reservations bue ne 01-584 
6274, or write to 159 ete 
London SW1X TPO, fax 01-225 1635 






























thematics; available worldwide on a fee basis. 


| . MARK E. GOETTE 4 
P.O. Box 2885, Palm Beach, FL 33480 USA. FAX-Transmissions 11 p.m.-8a.m. E.S, T. - 
1-407-833-5917, TELEX 4938592 MBIPBCH. TEL. 1-407-833-5917, 


Currency Confidential is a weekly 
i forecasting service for dealers, investors 
M! business people, It shows you how you 
J your company can make a great deal of. | 
Roney out of currency fluctuations and | 
movements in interest rates. i 
Every week you will get an overall survey | 
of all the major currencies - where they are | 
i 
f 


| 

| T LAM "po Es a a CONSULTANT 
LA : : 

| | | LICENSED US. ATTORNEY/PhD German-American high performance Strategist for conceived tourism 

| Staying b. | ECONOMIST. Guaranteed results projects and existing operations; property & asset management, cash-flow ` 

| ahead of the im improvements; value enhancement; crisis management; food & beverage | 

| 


; lagher, Atome a Low, PO Box | 
70302, Washington, DC 20088 | 
free Tel: A 951-9616. Fax: 
















and where they "are heading: explicit. | 
foreign exchange rate and intérest rate | 
forecasts as well as explicit investment f; 
advice. 2m 


Apply now for free sample copy to: Í 
Room B, Eurostudy Publishing | 
Company Ltd, Ludgate House, 107 Fleet. | 
_ Street, 1 London, ] EM 4A 2AB, England. at 


7 anvan annans 








Superior preparation can lead to 
competitive advantage. Ifa success- 
ful strategy for 1992 is what you 
require, take somebody who knows 
into. your. organisation. European. | 
Commission. official dealing with | 
the internal market requires gemi 
bees and opportunities, . 


Box 3630, 


ey intiena 
Pro 


| | Because of the League's growing involvement in the field of Development we 
| are looking fora person with the background and experience necessary to serve . : 
as a focal point for issues related to Development Programs initiated and | 
pc _ | implemented by the League and its member Societies. The successful candidate 
OFFSHORE . will be the resource person for and adviser to the League secretariat's Regional | 
COMPANIES DE Departments when development needs are identified, development projects 
bbb - 71 | screened and evaluations carried out. 


































This position reports to the Under-Secretary General, Operations, and is based 
in Geneva. It requires a relevant University degree and experience in similar 
type of work related to the theory and practice of development assistance. The 
holder of this position must have the intellectual ability to analyse and 
disseminate development policy and trends and be able to convert the 
experience acquired into practical recommendations for the Movement. Excel- 
lent knowledge of English is required, good knowledge of other League 
languages (Arabic, French, Spanish) an advantage. Academic a credits . 
and proven ability to write are essential. 


send your application to: 
League of Red Cross and Red Crescent Societies 


Human Resources Department 
PO Box 372-1211 Genéve 19. us 


+ 





South Kensington 
Luxury fully furnished one and two bed flats in 
quiet cul«de-sac oif Queens Gate. Resident manag- 


Suspe Oocimetite Examinerof Forged 
Anonymous writing. ~ 


: Also Personnel/Character Assessment. 






er, direct dial telephones, video security and 


(— -P.iavel : | 
of TV. Weekly f [us 
` 9 Vilage Close, London NW3 5AH. ui cpu c n 
i Tel: 01: -794 6060. Full details: Office tel 01-902 8151. Office fax 01- 


WO 1535. Office telex 893095. Resident manager 
t- 225 0184, lax 01- 225 0280. 














London W8 7NR - 
Tel: 01-937 6353/01-937 1577 
Fax: 01-938 3585 
Tix: 914972 OBSERV G 
Single: £39 + VAT 
Double: £55 + VAT 
. inclusive of English breakfast 
“fn London's prime residential and 
shopping area very close to excel- |. 
tent transport facilities. All rooms : 
“with bath/shower, TV, telephone. 
| hairdriers, tea/coffee makers. 


UK IMMIGRATION 


Specialist immigration firm, with 
_ qualified professional staff, pro- 
vides complete service for clients 


details from: 








































London WIM TRA 
Tel: London 631 0659 (4 fines) 
Telex: 8954102 Fax: 436 4311 








RESEARCH ON 
THE FUNCTIONING - 
OF MARKETS 


The Economic and Social Research Council invites propos- 
als from UK based institutions for the above programme of 
research, for which £1,125,000 has been set aside over four 

«years. The prime purpose of the initiative is to help answer 
the question: how competitive is our market-economy and 
how well does it function in practice? This research will 
involve. investigating where the unfettered market works. 
best and, when markets fail, what appropriate forms of 
intervention are required to make the market work better. 
The initiative will focus on two main areas: 


(i) Financial markets covering the issues of deregulation 
and reregulation; finance and industry; share prices and 
economic values; and financial services and the 
individual. 


(ii) Product markets (including the Service Sector) covering 
the topics of privatisation and regulation; competition 
policy; and deregulation of service industries. 





Proposals need not be linked to specific markets but may 
coveroverarching issues. 


Normal ESRC funding criteria will apply. Outline applica- 


tions should be submitted by 5pm on Friday 27 January 
1989. (This deadline will be strictly adhered to.) 


For further details and forms please WRITE to Pierre 
Espinasse, Economic and Social Research Council, Cherry 
Orchard East, Kembrey Park, Swindon SN2 6UQ, quoting 


Ref FME. TJ g 
ECONOMIC 
AND SOCIAL 
> RESEARCH 
| ; COUNCIL 





requiring UK resident visas. Further | 























PORTABLE COMPUTERISED BUSI- GRUAUD LAROSE 1975 cast 

NESS INFORMATION for the travelling £195 + VAT, LA LAGUN . 1970 € 

executive covering 30 countries. For cases £300 + VAT. B. Prince, Milde 

details and a free demonstration disk — hall (UK) 0638 712799. 

call Haslam-Moise Ltd on London (01) 

403 0282. l ST JAMES'S, LONDON, SW1. S 

viced apartments in small block clo: 

| to Fortnum & Masons, The Ritz a 

COM ING TO P A Add | Piccadilly. Double and twin rooms fro 
i ‘Our rooms ninht Tel 01- 994% 
batítoom and kichen. Wookty or morthly rates. £70 per night. Tel: 01-930 2241. 

Left Bank, Luxembourg and TUUS No- 


agency fees. $ 
Telephone Paris. 43253509, or write PAA + 
Had 9 Rue des Ursulines, 75005 Paris. . 





















SCIENCE CITY. Offices. in. centr 
Cambridge with Tel/Tix/Fax. service 
Offered as a UK base for scienti 
companies. Contact Box 3628, TI 
Economist. epar Ltd, 25 


| The New York Association For intemational 





| company to present themselves t F OVERSEAS POSITIONS. Hundreds 

| associat s 2 co ‘out: — p | top-paying positions. All occupatior 
Carol Franklin (0181-21 6445) or Mr | Free details, Overseas Employme 
| Guy Ad gere n in ye Services, Dept EC, PO Box 460, Y 





of Mt Royal, bae. Canada 
3C7. 





















aE EAST 
CONSULTANCY 


: WOULD LOCAL FOLLOW-UP ENHANCE 
YOUR BUSINESS PROSPECTS IN 1989? 
British Business. Consultant. based ir 
| | to consider a limited hum 
new commissions/projects 


in strict — Mark Nadir, CEO LolTw ars ME experiénce--ten ir 


runeniabal f Min 4. GCC C States uent plain bad be vis 
i js rom t 

: PO Box 14068, FL Lauderdale FL 33302 HH Mfotnaton pese tela 

Tel: 305-763-1560 Telex: 6503463983 










| 198 . For full it information please tele 
hone oh 625 9783. 






















- Readers are 


‘ECONOMIST recommended 











| For information about © 
| to make appropriate enqui 
classified advertising ries and opened 
contact | | vice before sending any mon 
Elizabeth Bisson | ey, incurring any expense o. 
The Economist Newspaper Ltd | entering into a binding com 
25 St James's Street -mitment in relation to ar 
London SWl1A 1G | advertisement. The Econo 
Telephone: 01-839 7000 mist Newspaper Limited shal 
- Telex: um ECONG | not be liable to any pers 
for loss or damage incurr 
’ gandra Roldan i _or suffered as a result of his 
The Economist Newspaper Ltd (bes! accepting. or offering te 
10 Rockefeller Plaza. . , acce n invitation con 
New York, NY 10020 — stain m any advertisemen 
Telephone: 212 541 5730 published i in The Economist. 
Telex: 148393 | 
INTERNATIONAL 
PROPERTY 





| International Business 
Services | | 
(Swiss Bank controlled) 

Ceasar amare t AAAA TEASE PAPIAS t 










| SWITZERLAND 



















| : Asset Management P | Foreigners can buy ot 
Company/Trust/Foun ation. 
Formation and Management in La ke Geneva 
Switzerland or third country (and neighbouring France 


@ Trustee, Fiduciary and 
Consulting Services for 
commercial and financial 


& Mountain resorts 
Directly from SWISS BUILDERS-DEVELOPERS, ics 


operations m a CHALET/APARTMENT in MONTREUX, VILLAR: 
@ Accounting/Auditing/Tax- LES DIABLERETS, CRANS-MONTANA, CHATEAL 
Planning D'CEX/GSTAAD, VERBIER, JURA, Thermal Centre i 


© Back-to-back operations 


IBS, Bahnhofstrasse 100 
CH-8023 Zurich/ 

Phone 41-1-211 04 83 
Fax 211 75 31/Tx 813 884 









the Rhone Valley, etc. From SFr. 150°000. — 60% credi 
HEY interest for S-20 years. & 


,REVAC S.A. 


52, rige de Montbrillant — CH-12 
Tet: 41 22/34 15 40 -— Fax 341 . 
















































. OUTPUT, DEMAN AND JOBS America s retail [ilis Surprised forecasters, growing a buoyant | Bam COMMODITY PRICE INDEX 
` 3.8% in the year to October, up from 1.7% in the year to September. Britain's retail sales fell by | EESDIISIHEEIE The steady rise in cocoa 
0.596 between October and November, but were still 5.296 higher than a year before. Britain's prices from 13-year lows 
industrial production expanded by 2.2% in the year to October, against a rise of 3.8% in the yearto | last September has been dented by reports - 
September. Canada's Gop grew by 4% in the year to the third quarter. Sweden's unemployment rate | from the Cocoa Producers’ Alliance. A deal 











was 1,4% in November. between France and the Ivory Coast to take 
% change at annual rate | 400,000 tonnes of its stockpiled cocoa off 
industrial production GNP/GDP retail sales [volume] unemployment % rate the market has still not been concluded. 
_Smthst — iyer — Smthst — iyea — mist 1year — atest yearago | 'VOry Coast's policy of withholding cocoa to 

raa — 3307 480m 4 12 423a s3 30g g7 o | boost prices has met with little support from | 

i EE GREC na — 324 14 44 «t 1011 o" 124 | Other producers. The International Cocoa | 
Canada 3233 +50 s +26 +400 č +47 4:375 78 « B2 (| Organisation, whose members include both 


producers and consumers, predicted that- 

IBA +92 o — t 41 t 34m = 12 +39 0 — 85 ww 89 | world cocoa stocks will be a record high of 
Holand 256+ 58 we 3 NER. SEO. MU. So ST ait 139 on 140 — | 989,000 tonnes by the end of this season. - 
os RENE RNC DENN, LUN EE A A GUN NR: Med ne | Producers question that forecast: they ac- 
a e a e e e hus, Heat Aer 2 57... | cuse consumers of cooking the books to 
— - | : = MÀ keep prices low. 


rmt cereis E ENN it tent tio inti tnt irren emt ue ig isi i E er Pme ralem ^ — $ i 
(RR 


| 985100 % change on 












Dec6 Deci3t one  — one 
MP RR a, RR bn 
Value jndex deflated by CPL. Dollar index 
amt. | Alitem ^ 1535 1540 € 49 +203 
PRICES AND WAGES Britain's wholesale prices went up 4.8% in the year to November, compared | Food AUS MS t 28 t154 
with 4.7% in the year to October. Spain's rose by 3.2% in the year to October, compared with 3.3% | Industrais s m 
in the year to September. Swiss consumer prices rose by 1.8% in the year to November. In the year Na CL te T 
to October, monthly earnings went up 2.296 in Japan, and manufacturing wages rose by 3.4% in Menu. oe Ou. ola day 
West Germany. | Seringhdek = ^ — — 
% change at annual rate | All items — — 10558 ^ 1080 +37 4205 
consumer prices” — .. Wholesale prices* ...Wages/earnings? — Food 906 — 824 +146 +156 
pd 3 mthst 3 mthst tyear —.— 
Aura — — £78 — 37354 — 39 Ersa 3i 83 |-".—92 193 *50 +288 
ium — — — t 14 — * 16  —  *20 OP ^ -*60  -02o A ——M 
Canada — — — * 39 $4200 +26 310 ^ 426 +53 se "oo 
France — 0 +35 t 300 .—.  t32 3 *35w9 — 5 
W. Germany — -07 — * E) 
Holland . 4 24 + ,..5&68 ^ 877 + 26 
May — — — — 70.69 —— * 53 « — — — * 4B. — * 50 i — — t 49. + 63 : 
Japan — 5.5.32 t a — 5 $520. 7159 — $0  «— 22 77 
Spain — 4109 + 520 — 38  ^7*329 4 ^*71 _ +70 sw 
Sweden + 56 + oee a_a 
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Hourly wage rates in manufacturing ex ^ Australia, | weekly earnings; ee and Switzerland, monthly earnings: Belgium, Canada, Sweden and USA, hourly 
earnings; UK, Montty earnings for all employees. 2] l i 


@ POPULATION Since 1950 the average 
rate of population growth has been 13% a 
_ year in rich countries and more than 2% in 
- poor ones. The difference between these 
| growth rates explains why developing coun- ` 
-tries have a higher proportion of young 
j people; 37% of their population are under 
5,4 ade A 4% are over 65. dn the 
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: young apical because increasing ume s 

. of women are reaching child-bearing age, 

"and because they have more children than 

women in Hf countries. By 2025 the popula- 
| 4g. 











es seasonally adjusted éxcept " not seas. adi. t [4 months compared with avg. of previous 3 mos 





Bi ARAB BANKS Since. the oil tumbled i in WORLD BOURSES The big markets lost ground on fears that American interest rates may "e 
1986, Arab banks have had to increase their | to rise again: Wall Street slipped 0.395, Tokyo 0.296 and London 0.8%. Paris shrugged off such 
provisions for bad debts. Foreign loans to | fears and gained 1.6%, the week's biggest rise. 
































the Middle East have also declined over the | Stock price indices % Change on 
past few years; in 1987 they fell by 24% to Dec 13 1988 one one record 31/12/87 
$4.9 billion. The region’s banks have there- high low week year high laced EUR 
fore seen their pr ofits fall, but it is difficult to Australe 705 1 4574 165878 ^ 11707 — 01 4 167 38 foe 1112 13083 
tell exactly how badly they are doing. | Belgium 54057 54148 — 38084 —— * L1 — * 5833 — — 02 +480 43350 — 
Accounting and reporting standards are not | Canada 329058 34654 28778  — 06 + 48  -199 +43 -> 4130 — 
stringent. The largest, Iraq's Rafidain Bank, | France 3958 3972 28(3 4 16 + 400  -140 4410  - 1262 
with assets of $46 billion, is state-run and | W.Germany ^ 16003 — 16416 12079 —  — 02 +205 ^ —298 — +234 +109 — 
was involved in financing the Gulf war. It | Holand — 2766 ^ 2858 ^ 2057 ^ - 1! ^ +337  -166 7335 200. 
does not publish profits; nor do two of the | Hongkong —— 26519 — 27725 ^ 22930 ^ & — 09 — * 275 — -329 192 149 — 
other banks in the top. 12 (Banque Nationale | "y — —— 5/23 —— 5834 — — 54229 — - 06 € I9 -70 IWI ASi 
d Algerie and. Commercial Bank of Syria). Japan —  — . 2 ILE Io NE LLL a SUP SEUAC ee ee 
Singapore 1002.5 1177.9 . 333.6 4 06 +336 --33.4 +217 +256 
Saudi Arabia’ s National Commercial Bank | South Africa” 19010 ^ 19060 — 13870 — 11 3 312  -161 4317. 44041 — 
released its 1987 results, reporting zero | sgam 233 30016 ^ 3858 ^ 07 4 907  -147 4222 | 159 


profits, ten months late. 





IMMEERREENNNNENEN $$ $$$ ee 
MONEY AND INTEREST RATES America’s long-term bond yields eased. Canada's monetary 
growth accelerated in the year to November: the narrow measure. grew 3%, the broad measure 
10.9%. Canadian banks raised their prime lending rates. by half a point. 


Money supply - Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 


% rise on year ago Money market | Commercial banks Bond yields — Eurocurrency 
Narrow —— Broadt Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] | . lending 3months long-term. 3 months 





Other key rates in London 3-mth Treasury Bills 12.6%, 7-day Interbank 12.3, clearing banks’ 7-day notice 4 0%. Eur xdoll 
rates {Libor}: 3 mths 9.3, 6 mths 9.396. 
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Sources: Bank ol Bilbao, Chase Manhattan, Banque de Commerce (Belgium), Nederlandse Credietbank, Credit pis Svenska Handelsbanken, ANZ Bani 
TM Suisse First Boston, Wharton Econometrics, These rates are indicative ony and cannot be — as offers by these banks. 


TRADE, EXCHANGE RATES AND RESERVES America's visible-trade deficit (on the new customs basis) w was $8.9 billion in October, down from $9.: 
billion in September; the 12-month trade gap narrowed from $127.4 billion to $122.7 billion. America's current-account deficit is shrinking too; it wa: 
$135.1 billion in the year to the third quarter, compared with $146.2 billion in the year to the second quarter. In trade-weighted terms the dollar gaine: 
1.396, the yen lost 0.6% and the D-mark lost 0.2%. The table shows new figures for foreign reserves. 
^ trade balancet current- trade-weightedtt currency units per $ currency units foreign reservest 
$bn account exchange rate $bn 


latest latest 12 balance Sbn 
month months latest 12 mths latest year ago fatest year ago —  per£  perSDR per ecu 
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| ORIZON First Class seats in Business Class cabins. 

7 aco_e. We understand the needs of the business traveller 
CLASSY better than most. 

That's why Saudia's Horizon Class offers you the comfort of a First 
Class seat and a choice of three different entrees as well as the special 
attention you expect. 

Fly Saudia's Horizon Class. 

It's the best in the business. 
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SAUD! ARABIAN AIRLINES 
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BANK» BNI 


May our relationship grow ever stronger, 
tough enough to fight the waves of challenge, 
resilient enough to withstand battering winds, 

and bold enough to defy all obstacles. 
Together we will guide the ship across blue waters, 


armed with our new corporate culture and new BNI Logo. 
Ed 


BANK NEGARA INDONESIA 1946- 


Head Office : 1, Jalan Lada, P.O. Box 1946 KB/JAK. 
Phone : (0062) 21-6901217 (20 lines) 
Telex : 42702, 42703 & 42721 KB BNI JKT - 
Cable : KANTORBESAR 
JAKARTA 11001 - INDONESIA 
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